© SYMPHONYA Emerging Issues in Management, n. 1,20
symphonya.unimib.it

CSR, Sugtainable VValue Creation
and Shareholder Relations’

Daniela M. Salvioni, Francesca Gennari

Abstract

The establishment of integrated corporate sociapomsibility principles, the
growing complexity and importance of business/stakker relationships, and the
elimination of space and time barriers to the clation of information and capital
change the corporate governance approach of listechpanies. This situation
attenuates the business approach, which has cheniget firms with wide
ownership dispersion (outsider systems) and thageasncentrated ownership or
control (insider systems) for a long time. Thiscdssion article aims to be a
theoretical contribution, which investigates thé&atmnship between integrated CSR
and investors according to a management modeltaliieeate sustainable value and
optimise meeting the interests of shareholders @theér stakeholders. Corporate
social responsibility and an orientation towards stinability facilitate the
reduction of business risk and the creation of gailu the medium-to long-term,
regardless of the ownership structure of compaaies the characteristics of risk
capital markets.
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1. Integrated CSR as a Governance Driver

The assertion of concepts such as corporate soesglonsibility (CSR) and
sustainability, together with the valorisation lo¢ tstakeholder perspective (Freeman
et al.,, 2010; Harrison et al., 2015; Schalteggealet2017) have affirmed a new
approach to the role of companies in society. Suedlity is a long-term vision that
characterizes socially responsible companies aaidréfiers to a concept of global
responsibility including economic, social and eomimental aspects (Carroll, 1999;
Van Marrewijk & Were, 2003; Aras & Crowter, 2008abisrud, 2008). In this
regard, the effectiveness of governance for theldgwnent of company in the long-
term, maximizing the creation of value and minimgithe risks is significantly
influenced by the adoption of policies that empéaghe principles of integrated
social responsibility, positive and equal interactwith stakeholders, and respect for
the environment (Salvioni & Astori, 2013).
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Globalisation and the emergence of the concephifgrated corporate social
responsibility have undoubtedly underlined the nded greater convergence
between corporate governance systems, the limtatmf over-focusing on the
shareholder view, and the change in variablesitiflaence the attraction of capital.

Since the beginning of this century, attentiorhi® ¢orporate governance of public
interest companies has grown, particularly withardgto the ability to activate an
ever-wider and more complex network of relationshifhe latter are correlated, on
the one hand, to the need to achieve positivantaselationships with all relevant
stakeholders and the importance of a competitintation towards the market with
regard to all trading areas. On the other handnéteork of relations focuses on the
effectiveness, flexibility, and convergence of aogie governance principles in the
various national realities increasing the oppottasi for competition and
benchmarking among firms.

The globalisation of markets and information (Bronig 2014) has led to growing
competition among companies to obtain approval @sdurces from significant
stakeholders, changing the premises for corponateess, which depends on the
capability to create shared value (Porter & Krar2@0Q6; Porter & Kramer, 2011).
Implementing strategies oriented towards sharedevahplies creating economic
value in a way that also creates value for so¢leaynbin, 2014): the competitiveness
of companies increases due to the economic, saclenvironmental dimensions
that nurture each other and strengthen the rekdtips between the company and its
stakeholders. This approach modifies the boarditudé towards shareholders,
promoting the maximisation of economic performaimcthe long rather than short
term.

Shareholders have always had a significant roleanferring the mandate of
corporate governance. This has contributed, onote hand, to affirming the
shareholder view, which dominated the orientatibrcarporate governance for a
long time, emphasising economic performance arahfiral reporting and, on the
other hand, to producing divergences in governamtating to the ownership
structure and stock market characteristics.

Nowadays, after the scandals and financial crifescent decades, a fundamental
idea is shared: creating shareholder value isheosame as maximising short-term
profits. Companies that confuse the two often pothbshareholder value and
stakeholder interests at risk (Goedhart et al.520lhe creation of shareholder value
is not in contrast with the satisfaction of othelylstakeholders’ interests; the real
problem is the excessive short-termism that charesets short-sighted boards, often
related to the relationship between the firm's awnend those developing its
management processes.

o “Companies have begun to devote greater attertoimese issues
of long-term sustainability, but despite increasgeetorical commitment,
they have continued to engage in buybacks at adarpace. In fact, for
the 12 months ending in the third quarter of 2ahe,value of dividends
and buybacks by S&P 500 companies exceeded thaspaowes’
operating profit” (Letter from Larry Fink, CEO ofl&ckRock to chief
executives at S&P 500 companies and large Europmaporations,
https://www.blackrock.com/corporate/en-us/investations/larry-fink-
ceo-letter)
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Those words point out that a company’s priorities ivesting for long-term
growth need the conviction of its management. Bhern of capital to shareholders
should be supported, but companies must balanse thractices with investment in
future growth, being confident on the long-ternures of investing in future growth.
This attention and commitment by management faréuis assessed by stakeholders
that decide or not to confirm their consent towawchpany.

The valorisation of CSR and the importance of thgeholder view do not imply
a loss in adequate returns on risk capital; comersthey emphasise the
interdependence between the management of stalkehelationships, economic,
social and environmental responsibility, economid aon-economic results, and the
ability to obtain consensus and resources. Thisvegfa governance approach aimed
at promoting the creation of shareholder value tiveg, balancing the natural trade-
offs among the interests of different stakeholdbed could be apparently at odds
with one another (Goedhart et al., 2015). Whenetgifs exist the CSR approach
suggests prioritising long-term sustainable valueation as fundamental for the
company’s future life and success and this longentapproach will also be
reflected in the type of investors (Eccles etz014).

o In 2011, the European Union Commission affirm&dstrategic
approach to CSR is increasingly important to thenpetitiveness of
enterprises. It can bring benefits in terms of rislanagement, cost
savings, access to capital, customer relationshipsnan resource
management, and innovation capacity. Because CSguires
engagement with internal and external stakeholddts,enables
enterprises to better anticipate and take advantagdast changing
societal expectations and operating conditionsah therefore drive the
development of new markets and create opportuniiegrowth. By
addressing their social responsibility, enterprises build long-term
employee, consumer and citizen trust as a basisustainable business
models. Higher levels of trust in turn help to deean environment in
which enterprises can innovate and grow”. (Europgaammission,
2011, Communication from the Commission to the jpeaa Parliament,
the Council, the European Economic and Social Cdteeniand the
Committee of the Regions. A Renewed EU StratedyP0for Corporate
Social Responsibility)

The companies’ ability to understand the potertiaiefits of adopting a socially
responsible strategy and create and manage redatidim their stakeholders changes
the relevant performance evaluation dimensions tam¢thg guidance on value
creation. Therefore, corporate strategy promoted disseminates values and
principles that generate behaviours that are fumddah for sustainable value
creation (Salvioni et al., 2014).

CSR is increasingly becoming a driver of businessabise it makes business
sustainable and creates value for shareholdersotieat stakeholders, promoting
consensus concerning the corporate project. C8Raf the business competition
levers that attract consumers and investors, whonareasingly aware and willing
to reward companies oriented towards the creati@ustainable value.
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The management of stakeholder relationships bec@r&surce of competitive
advantage in globalised and dynamic capital markdisman & Keim, 2001;
Brondoni, 2003; Salvioni & Gennari, 2016) and simstble value creation increases
the capacity for consensus and attraction of ressur

The effectiveness of such relations with stakehsldéepends both on the
company’s enhancement of connections among econaamspetitive and socio-
environmental variables to be included in the sgi@s, according to an integrated
design, and on the company's systems of accouityabind transparent
communication for generating consensus and coldiber responses from
stakeholders (Bosetti, 2015). The adoption of degrated CSR approach implies
responsible corporate governance that modifieggtheernance variables and key
performance indicators (KPIs). This situation glsomotes convergence conditions
that transcend the traditional differences in cospgovernance systems due to the
ownership structure and stock market charactesigBalvioni & Gennari, 2014;
Salvioni et al. (a), 2016).

The characteristics of financial markets and thellef concentration of corporate
ownership are the main differentiating elementhengovernance approach of listed
firms. In this respect, outsider systems are disiished from insider ones. Outsider
systems, typical of Anglo-Saxon countries, are ati@rised by the dominance of
large publicly traded firms, fractional and disptownership, and ownership and
management separation. Poorly developed financialkets, concentrated and
commonly stable shareholding, and majority shadgrsl involvement in
management such as to influence corporate decisimarmcterise insider systems,
typical of many European countries.

For a long time, the dominance of the shareholdew\and the overwhelming
emphasis on economic responsibility have determiaedifferent temporal
orientation in the value creation of outsider angider corporate governance
systems. A governance model based on integrated [E&&RIpposes a corporate
stakeholder network based on a strong positiveetairon between the assumption
of socially responsible behaviour and long-ternrehalder returns. Therefore, when
a board of directors redefines corporate prioriteesl goals according to the
principles of integrated CSR, it tends to overcosmme traditional structural
differences between outsider and insider corpogateernance systems and to
promote convergence pathways.

2. Sustainable Value Creation

Globalisation is particularly significant in thepital market, since the transition to
electronic monetisation and the fall of barriersittormation transfer enable the
simultaneous satisfaction of planetary demand aipglg of corporate shares. The
establishment of effective relationships with shatders, according to a CSR
approach, is based on the company and investqrabday to maximise future value
even at the expense of lower short-term earninigs. Means seeking out measures
of performance linked to a credible and shared-kemgn business strategy (CVSG,
2007).

Scholars (Winston & Patterson, 2006; Tonello, 20NACD, 2014; Salvioni et al.
(b), 2016) and international guidelines suggestatttere commitment of the board
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as the factor that truly influences the corporgjgraach toward social responsibility
and sustainability by means of the definition ofpmrate strategies and related
indicators. Consequently, the elements that takegr@ater importance include

promoting the integrity of the corporate governancenagement function

accompanied by national and supranational inigativaimed at reducing the gap
between global markets and the divergences in cai@@overnance systems, and
external supervision characterising different caest

The globalisation of information and the emergemdea broad concept of
responsibility have significantly influenced theo&stion of corporate governance.
Specifically, the partiality and limits inherent the lack of correlation between
meeting shareholder expectations and the oveffelttefeness of the firm's market
relationships, and the need for greater corporaemance convergence based on
structural and operational best practices servengure adequate and widespread
attraction of consensus and resources.

The potential to optimise results over time depeodsthe appreciation of the
expectations of all stakeholders with whom the finteracts. Activating positive
stakeholder engagement processes has increasiaghmie a prerequisite for the
development of virtuous circles among resourcesiyiaes, achievements and
consensus with a view to the risk factors influegcifirm operations and the
increasing complexity of direct and mediated relahips between firms and
markets.

Strategic values of economic, social, and envirartadgesponsibility integration,
the internal diffusion and sharing of sustainaypibtiented values and principles, and
the set-up of integrated and complete risk managemsgstems significantly
influence the optimisation of corporate potential terms of sustainable value
creation, and the introduction of operative procedulesigned with an awareness of
the risk related to possible violations in the fgraperational activities.

Impetus from the board favours the implementatibsustainable practices in the
organisation and creates a sustainability cultumédoes beyond the mandatory rules
and outside pressures, becoming a corporate imt@ggset, a source of competitive
success (Brondoni, 2010; Salvioni, 2010). Therefboards should define metrics
of long-term value creation considering the firnesific issues connected with the
long-term value, the existence of many types oestors whose interests must be
balanced, and the best practices in use, de-enzoigshort-term financial metrics
(CVSG, 2007).

Strategies oriented towards integrated CSR arelglaaare of the responsibilities
towards different stakeholders and they adopt nusthend tools of governance
aimed at improving economic, social, and greenggoal performance. In these
processes, sustainable goals and objectives corssidew type of value generated
by risk reduction and exploitation of opportunitighanks to the constant and
bidirectional relations with stakeholders (stakeleolengagement). Specifically, the
board should constantly weight both long-term ahdristerm use of capital,
determining the appropriate allocation of resouraesrelation to the three-
dimensionality of business responsibilities.

The maintenance of a satisfactory level of effentess requires the assessment of
stakeholders’ expectations and environmental impaxt their alignment with
corporate strategies, the transfer of the top mamagt orientation in business
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conduct, and the verification of coherence betwaanagerial objectives and actual
results, optimizing the performances and relations.

In the above field, the firm's expertise and inrimra capacity are increasingly
important for maintaining the conditions of successupled with the assertion of
effective principles of responsible business coh¢{RBC).

The potential for creating sustainable value stayd$wo pillars: the quality of
corporate governance decisions through an intedyeggproach to responsibility and
the ability to transfer the sustainability objeesv derived from the socially
responsible strategy into the behaviours of theeentganisation.

The translation of sustainable goals into actuallte gives importance to the
internal communication system in order to connketliehavioural effectiveness of
the organisation to the multidimensionality of memiance across the triple bottom
line. In particular, starting from a vision of gamance inspired by shareholders and
stakeholders’ engagement, the development of iateontrol systems should assure
the achievement and monitoring of CSR goals. Th&® @Bproach implies the
progressive use of socio-environmental indicatorggether with the
acknowledgement of the critical role of intangibtenponents such as organisational
capital, human capital and relational capital (®edivet al. (b), 2016). Therefore, the
adoption of a CSR approach to governance requieesedesign of internal control
systems, considering the changes to the key supeggsmance indicators.

3. CSR and Shareholder Relations

The internal dimension of integrated corporate aa@sponsibility complements
the external dimension, associated with relatigmskwith all stakeholders who do
not directly intervene in management. The sharefisiglay a primary role in this
context.

Shareholder engagement is a critical corporate rganee issue, also stressed by
international initiatives: some investors may saeloice in the company’s strategy
definition and decision-making, recognising thaisthype of empowerment
necessarily involves the assumption of a degreegponsibility in the achievement
of such goals (Business Roundtable, 2016). Thisosmepment of shareholders in
board decision-making should improve the compaogjstal allocation process and
strategy to find the right balance between shamteesults requirement and long-
term value creation.

o “Our funds typically hold companies’ stock for tpperiods of time,
and in the case of index funds, we are near-permamestors. We
believe good corporate governance is key to helpiege companies
maximize returns over time, and we view effectiaagement of
environmental and social risks as an integrated gonent of good
corporate governance practices. Significant analyend effort are put
into discussions with the directors and managershef companies in
which we invest; the level and frequency of thaseudsions may be
influenced by the material impact to our funds @mel contentiousness
of the issue. We believe these engagements, mtrarswoting, provide
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an opportunity to fully understand issues and targgedback and
messaging to companies.”

(Source: https:// vanguard.com/investment-stewapdsblicies-and-
guidelines)

An ongoing dialogue between a company and its kloéders is a critical factor
for maintaining effective investor relations andfiould be implemented by means
of standardised processes and mechanisms. Thagieitumplies that the board’s
decisions are taken under a clear point of view iaot influenced by short-term
pressures, in the interest of various types ofedi@ders. The board’s orientation
towards the long-term can increase when the exagitremuneration is based on
long-term performance. In the same way, institwldnvestors should also ensure
that performance measures and compensation policresheir executives and
investment managers emphasise long-term valuei@neatonsidering this as a
relevant factor for investment risk reduction (CV.SZ®07). For listed firms the
relevance of a competitive capital orientationvglent. This is because the capital
market is a primary source of resources and comselyuthe role of the
demand/supply of capital shares is a tool to asisefirm's value and to demonstrate
consensus on the activities of the governance bpdie to the increasingly frequent
need to counteract and/or mitigate the effectgpetslative behaviours.

The adoption of corporate strategies embeddedtayriated social responsibility
responds to the pursuit of competitive advantaggiobal markets, increasing firm
value and maintaining appropriate stock enhanceonagabilities. For this reason, it
tends to qualify as a best practice, promotinglsstuntial convergence worldwide
that goes beyond the traditional differences irpotate governance structures due
to ownership and capital markets characteristiesv(@i & Gennari, 2014).

For a long time, the high dispersion of share eh@nd the short governance
mandates typical of outsider systems have detednthe frequent correlation
between business success and short-term profitmigedion. In such contexts,
shareholders tend to evaluate the effectivenesgootrnance with respect to
expectations of short-term return and their consens reflected in renewing the
mandates of the board members and in the markeé \&dl shares. Conversely, in
insider systems, the high concentration of cagital the frequent involvement of
majority shareholders in management, often withcetee roles, tended to be
reflected in the governance approach towards makagnpotential for value creation
over time. With the assertion of effective RBC piptes, this divergence
progressively attenuates, favouring better cireoadf capital and the crossing of
speculative investment logics that are often charsed by a high shareholders’
turnover.

The tendency towards the creation of long-term eadtresses the efficacy of
corporate governance and contributes to creatadgestelations with shareholders.
Furthermore, it gets the effectiveness of extemmhtrol actions (information
certification and controls activated by stock m#kand specific institutions)
involved in guaranteeing the transparency of behasi associated with clear,
verifiable and truthful communications able to m#det cognitive and evaluative
expectations of existing and potential investors.

Finally, it seems appropriate to highlight the asse of the Environmental, Social
and Governance (ESG) criteria, which refers talinee central factors in measuring
the sustainability and ethical impact of an investirin a company. The development
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of ESG factors for investment analysis has progrelsspread, together with the
importance of the creation of sustainable value.

o In September 2017 MSCI Inc., a leading providerestarch-based
indexes and analytics, announced the launch of M&Ctor ESG Target
Indexes. “We are proud to be launching the MSCItBa&SG Target
Indexes today” said Diana Tidd, Head of Index at®ILSMSCI is seen
as a thought leader in ESG and Factor Investing] #ns new suite of
indexes helps our clients integrate ESG while daiusing on the
benefits of Factor Investing. We work closely vath clients to bring
index solutions to market”.
(http://Aww.investopedia.com/terms/m/msci.asp)

4. CSR and Stock Markets

The commitment of companies towards sustainableevakreation should be
recognisable on capital markets and rewarded bsebbllers changing traditional
market relations.

Long-term oriented companies and investors are lavigi about aligning
communications with long-term performance metried &nding appropriate ways
to support an amplified voice for long-term investCVSG, 2007). When investors
do not have complete and transparent informatiom risk of speculative actions is
high.

Regular and ongoing dialogue with shareholdersritecal for developing and
maintaining effective investor relations, undersgiag the views of shareholders and
helping them understand the view of the board (B2ss Roundtable, 2016): high
sustainability companies are significantly morehkto attract dedicated rather than
transient investors (Eccles et al., 2014). For teason, the investor relations (IR)
function assumes a critical role (Rodrigues & G@i17). IR activities decrease the
risk associated with information asymmetry and ragdbuse (Agarwal et al., 2015),
improve the company’s visibility and reputationtbat the company’s shareholder
base is widened (Bushee & Miller, 2012), and inses&ccuracy in analysts’ forecast,
reducing the cost of capital and increasing shaiee gBrennan & Tamarowsky,
2000).

IR function is the official link between companydaimvestors in the global
financial community (Marston, 1996, Dolphin, 200¢4ypviding information and
maintaining a dialogue with shareholders. NowadlgdR function not only covers
activities such as information disclosure, coortintameetings with shareholders
and analysts, and evaluating market responsesporede performance, but it aims
to create a long-term interaction with current potential stakeholders in the capital
market. Investor relations may play a role in deiemg the corporate image
orienting the investors’ choices, as happens irptbeucts markets for consumers.
Furthermore, the fulfilment of Directive 2014/95/¢Bncerning non-financial and
diversity information requires companies to exp#meltraditional competencies of
the IR function, or to establish specialised ES@&sgtor relations function, from the
financial year starting in 2017.
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The way companies create consensus on sustain@mbtegges consists of an
effective accountability that promotes content thwegtter complies with the
stakeholders’ cognitive and evaluative expectatiamducing a gradual change in
external reporting, also with the aim of developitrgnsparent models with
international value (Salvioni & Bosetti, 2014).

The attention from international institutions, oatl regulators and self-regulatory
codes of conduct towards implementing widely acegptand high-quality
governance principles and standards tends to peoarat ensure the overall fairness
of transactions. This situation favours the moveinoémvestors from one market to
another because of considerations about econommveoence and risk
diversification. This situation increases the cotitipm between companies for the
acquisition of resources on global markets andatpces a gradual path for formal
convergence that means sharing worldwide high gualiandards of corporate
governance.

In this market’'s dynamism, the share price, inespftits limits, endures as the most
common metric investors use to capture the enpectsum of corporate social
performance value (positive to negative) acrossstakeholders because of its
availability and comparability (Peloza, 2009). Fais reason, with the diffusion of
the concept of social responsibility, the stockhextges have an important role in
promoting CSR through standards of social involvetnand tools for appreciating
the social performance, in addition to the econgmeiréormance, of listed companies
(Matei & Cibotariu, 2011).

Adopting socially responsible behaviours can hawgaificant and measurable
impact on key financial value drivers on the markeading banks, funding
institutions and capital providers to seek inforimraton companies’ environmental
and social performance, as they acknowledge thertapce of creating sustainable
value and the contribution that CSR provides towaediucing business risk.

Public disclosures on corporate social integratedking and performance are
utilised by analysts to benchmark historic perfanoeg to establish connections
between financial and non-financial parameterstarebaluate trends. Several stock
exchanges and indices have been set up to workisxely on establishing these
connections.

Since the end of the last century, the number déxes aimed at describing the
relationship between the economic situation of miges and their orientation
towards CSR has increased. These indices are geeto establish a benchmark
for socially responsible companies and they arsedulireference for investors who
consider aspects of ESG in their investment detssidhus, for example, in 1999
Dow Jones started publishing the Sustainabilityein(S1), a year after the Calvert
fund adopted the CSR index, while in 2001 FTSE bgn#lishing the FTSE4Good
Sustainability Indicator.

The origin and the development of Socially Resgaasinvestment (SRI) stock
indexes are related to the weakened ability of edi@ders to monitor the CSR
standards by just using corporate communicationickk investments constitute an
investment vehicle, which reflects investors’ valueegarding the impact and
conduct of business activities (Williams, 1999; @aer et al., 2003; Lo & Sheu,
2007).

The SRI stock indexes (such as the DJSI family GREE4GOOD series) signal
compliance with satisfactory CSR standards to $walkiers, encouraging investors
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to select such companies. Furthermore, since Sidrpgance is not systematically
inferior to that of other funds in the long-termese stock indexes may play a role in
providing incentives towards continuous upgradirfg sastainability standards
(Consolandi et al., 2009; Ziegler, 2009).

In recent years, SRI funds have grown significantly fact, inclusion in a
sustainability index is an expression of the lewél corporate sustainability
performance (Consolandi et al., 2009): the inclugiar deletion from) in such an
index is a strong signal for investors about amaase (or decline) in a company’s
sustainability performance relative to its compest(Lackmann et al., 2011).

Stock markets have been increasingly reliant owafaid influence. First, the
increasing interest of investment funds for CSRfpbos raises the interest rates for
companies adhering to sustainability indices. Farrttore, the growing interest of
investors in creating sustainable value promoteglitiusion of socially responsible
companies to be included in sustainability indices.

More recently, the need to create a dedicated rméokgromote the transactions
between socially responsible companies and invesidio believe that value
creation in the long-run is more profitable thae@gative actions in the short term
has led to the birth of Social Stock Exchanges €SE

The SSEs (such as the South African Social Stoath&xge, the Social Stock
Exchange in London, the Impact Exchange in Singapand the Social Venture
Connection in Canada) propose an innovative firdnmodel, which enables
investors to take better decisions, considering w@tidmensional concept of
corporate performance.

The increasing attention towards the integratiotwben social and economic
dimensions confirms that social responsibility igogic of interest not only for
companies, but also for stock exchanges, markétdties and investors. In this
sense, we can talk about a concept of CSR thabtdm@nlimited to the companies
but that integrates many actors and market relation

5. Emerging I ssues

The role of firms in society has changed with theesgence of the new concepts
of integrated social responsibility and the effestiess of relations with all of the
company’s stakeholders. This has led to a reviewhef governance approach,
according to a logic focused on enhancing the clodationship between
competitive, economic, and socio-environmental essc the progressive
enhancement of close relationships between finhneiad non-financial
performances and the establishment of the condequistainable value creation.

The diffusion of CSR and sustainability principldsgether with spreading
globalisation, tends to gradually reduce the ddifeles in corporate governance
approaches worldwide, promoting a review of corporperformances and the
critical factors for competitive success. In fabg fall of barriers between markets
and capital flows is increasing the choices foresters and the belief that the
orientation towards sustainable value may be afsignt factor in the investment’s
risk reduction.

The creation of sustainable value expresses atknng-management orientation,
based on the progressive improvement of stakeho@dations and the associated
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environmental impacts referring to cohesion andseasus, market opportunities,
strengthened reputation and image, a more secdmmativating work environment,
improvements in productivity and competitiveness] enore efficient management
of natural resources. As a result, it reducesarsk increases company stability and
resilience.

Integrated CSR does not mean that value creatiorstiareholders and their
adequate remuneration are less important. Busidesssions always require
feasibility and economic convenience, but the diffecand fair integration between
economic and socio-environmental responsibilitiesyhamces the close
interdependence between shareholders and stakekitde ensuring the company's
long-term competitive advantage. Financial analgstsinvestors have also become
increasingly aware of this.

The establishment and the development of stabkgioak with investors are
requirements for corporate decision-making procesisat prioritise the creation of
greater value in the future instead of maximismgiediate profits, when a trade-off
between long and short term exists. The disclostigistainability information by
the company is the main way to nurture and inflecthese relations.

Investors who understand the importance and thatgyregguarantees offered by
socially responsible firms in terms of financiatkireduction make their own
investment decisions based on remuneration andetelegn capitalisation
expectations. To make this happen, companies rede transparent and adopt
integrated communication processes where the fiabdnension is linked to the
non-financial one.

The ability of listed companies to attract consenand resources in the stock
market and to develop stable relationships withegtors is also influenced by the
transparency of behaviours and reports. Companiksaerexpected to be transparent
not only about their performance along the triptetcam line, but also about the
financial risks and opportunities they deal withdahe probable effects on the
business’s value creation, in both the short and term.

Over the years, an increasing number of listed @m&s include non-financial
information in their annual financial reports. Som@untries seem to share the
concept of integrated financial and non-finanaggdorting and in many cases the law
or stock exchange regulations promote this repgrtin

Furthermore, the inclusion in a SRI fund, suchhaslisting in a SSE, is often seen
by investors as evidence of high sustainabilitypoosite performance. At the same
time, the increasing investments in CSR portfoliead companies to be more
interested in belonging to such indexes, activasinmgtuous circle that promotes an
increase in the level of corporate sustainabilitthvenefits for the community and
the national economy. In other words, the evalmatibthe CSR performance of a
firm could be considered a useful criterion foredsglocation: the demand of stocks
characterized by high CSR standards would susteir value, and this would
provide incentives to managers to further be comechito sustainability. From an
investors’ perspective, this leads to an increasmdtiny regarding non-financial
corporate performance (Consolandi et al., 2009).

Finally, it should be emphasized that CSR shoutdbnty be interpreted as a factor
promoting the corporate image, but it must permt#d@ananagement approach and
involve all of the company’s internal and externahtions. The concept of global
responsibility engages all the company’ levels fiomard, which can be the change
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agent (Maritz et al., 2011) able to maintain a tamsdialogue with stakeholders
ensuring the dynamic CSR matters are integratedcotporate objectives for long
term value creation, to organisation committed usiless operations. With regard
to external relations in financial markets, integdaresponsibility refers to the
involvement of different types of investors, undansling their expectations and
balancing short and long-term value creation inrtimerests and in the interest of
the company.

Becoming a sustainable company involves a consendsontinuing effort in the
equilibrium between contrasting stakeholders’ eigiéans in the attempt to
optimise value creation for everyone. The corpochtace to act in this way is really
a cultural matter that needs to be planned anduadely managed according to the
following ongoing steps that influence each otlid{es et al., 2012). The first stage
involves reconsidering the leadership commitmentpeé sure that the top-level
leaders are able to incorporate CSR into the cbbaisiness, and strengthening the
external engagement, also collaborating with oteenpanies and organisations to
advance corporate goals, emphasising global valass (Zucchella, 2007). The
second stage involves codifying the new corpordgatity by engaging employees
and projecting mechanisms to achieve and monisCtBR goals.

Therefore integrated CSR calls for a new governamoelel geared towards
systematic, coordinated, effective and efficienplementation of a sustainable
approach aimed at giving value to the culture bfostand the global responsibility
at the board, organisation and company networK.léwvehis context, national and
international institutions, governments, investmd communities play a crucial role
in paying close attention to CSR issues and swtdity matters, encouraging the
cultural change companies need.
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