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Abstract

CSR is becoming more and more important, and manypanies have taken
meaningful steps to improve their corporate goveo®a according with a
stakeholder perspective. An emerging board-levgjuré is the CSR or
sustainability committee. The increase in compyexiduced by the responsible
business conduct and the growing importance of dffective management of
reputational risk, highlight the usefulness of cdttees with proposing and
consultative functions on CSR issues. These cosesitare relatively new
governance structures, whose affirmation is slowd aan provide a useful
contribution to the integration of social responbip into strategy setting and the
business model.
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1. CSR and Stakeholder Perspective

The great attention economic environment is payiog corporate social
responsibility (CSR) has led many companies to awer their corporate
governance according with a stakeholder perspedtiviact, the company’s ability
to manage a network of relationships with stakedr@slds becoming a driver of
sustainable development in the long-run and a Basia long-lasting competitive
advantage, thanks to the creation of a win-winasitun for company, stakeholders,
and society (Elkington, 1994; Kolk & Pinkse, 20ima, 2008).

The engagement with stakeholders and the climaikeret development
strategies are increasingly emerging as esseracibrs for firms’ success. The
potential to optimize results over time dependshenvalorisation of stakeholders’
expectations. The ability to activate positive stallder engagement processes has
become a prerequisite for the nurturing of virtuaisles, based on the joint
relations among resources, activities, achievemamiisconsensus considering the
greater risk factors which influence firms’ opeoats and the increasing complexity
of direct and mediated relationships between fiamd markets (Salvioni, 2018).

The interaction with stakeholders ensures a bettelerstanding of the firm’s
expectations, its priorities and related prospectivanges, facilitating the adoption
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of social responsibility-oriented strategies antegnating economic, social, and
environmental performance. Therefore, the corpogateernance extends to the
system of relationship of confidence with stakekotd managing the business in
responsible and transparent way for the creatisshafed value (Porter & Kramer,
2011), the obtaining of resources, the financiabiity and the sustainable growth.

The creation of shared value, pursuing corporateess in a way that also yields
societal benefits, has become an imperative forpeomes, which are persuaded to
put their efforts in bringing together the variawors in their ecosystems (Kramer
& Pfitzer, 2016).

From time to time, scholars emphasised differeteégmies of key stakeholders
underlining the shareholder-centred approach tgarate governance or the
stakeholder-perspective one. The emergence of dheepts of corporate social
responsibility and sustainable development has uintgoly shown the limits
inherent in the excessive focus on the shareheider, promoting the diffusion of
the stakeholder perspective (Freeman, 1984). Runttre, the growing awareness
of the risk reduction and the creation of long-testability conditions connected to
socially responsible corporate behaviour are redbbén the reconciliation of the
interests of stakeholders corresponding to the gitgp (firms' owners or
shareholders) with those of other stakeholders-gvamer stakeholders) (Salvioni
& Gennari, 2017; Salvioni, 2018).

The extension of wide categories of relevant stakihis led companies to run
their corporate governance with the aim to achithedr mission respecting the
conditions of effectiveness, efficiency and sustbla development. The integration
of CSR into different aspects of business is péssljusting the decision-making
processes and activities with the satisfaction tdkeholders’ expectations,
providing an integrated reporting system that airh @mbining socio-
environmental and financial aspects, addressingQ8R along the supply chain
(Visser & Kymal, 2015; Mosca & Civera, 2017; Boge2018).

Therefore, a world characterized by the intercotewess of global economy and
the growing attention for socio-environmental issu®gether with the economic
ones, within strategies and operations encourageganies to engage in their
sustainable development. This way of doing busimegsires an improvement of
corporate governance in order to:

— move toward a greater convergence between diffesergorate governance
systems, promoting the catching of resources diafjlevel (Salvioni et al.,
2016);

— give value to the relationships among different fqrenance drivers,
emphasising the risk management system for antefe@sponsible business
conduct (OECD, 2018). The attitude by companiesshit from risks’
mitigation to risks’ active management benefits tmnpany business and
reputation helping it to build solid relationshipsth stakeholders (Cini &
Ricci, 2018);

— develop strategies and accountability tools supppitakeholder engagement
and transparency in the communication of corpopatéormance (Salvioni &
Bosetti, 2014; AccountAbility, 2015);

— engage shareholders for the value creation oves.tithe empowerment of
shareholders in board decision-making can imprdwe dompany’s capital
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allocation process and strategy to find the righiabce between short-term
results requirement and long-term value creati@v{@ni & Gennari, 2017).

It follows that corporate governance is becomingenmomplicated, requiring a
continuous assessment of the critical successriaatated strategic choices, key
performance indicators, and accountability tools. plarticular, strategies could
suffer the risk related to potential trade-offs agavide and different stakeholder
expectations in a world where resources are limitctually, they are false
dichotomies considering that company has a glaesiponsibility due to
interdependence among all stakeholders (Freemaméiriyev, 2017).

Stakeholder theory posits that the essence of essiprimarily lies in building
value-adding relationships. Individual companieg ancreasingly part of an
ecosystem of sustainable development relationsienfling corporate strategies,
corporate culture and corporate performance.

Be part of a dynamic network of relationships reesicorporate top level
positions equipped to handle the management of teEw and increasing
complexity.

The corporate approach to sustainable value creatbased on stakeholder
perspective of business, needs a coherent leapefsthaviour by board of
directors, that should set up processes and bgsmedels globally responsible and
sustainable at their core, ensuring sustainabggyes are integrated into corporate
strategies and objectives (Gorenak & Bobek, 2016l Baldo, 2017; Mosca &
Civera, 2017; Bocean et al., 2018).

According with several authors (Eccles et al., 20Willard, 2012; Miller &
Serafeim, 2014) the path toward sustainability issof sequential stages
characterized by different corporate governanagcgire with particular reference
to the positions devoted to the management of isiadidity issues. In the first
stage, the focus is on compliance with externaliat&tnal regulations; moreover,
sustainability is not considered as a strategy iregu central management and
there is no formal sustainability position. The nhetage is marked by a more
strategic approach to sustainability, putting engghaon how to achieve
organisational efficiencies by engaging internaksholders too. There can be a
special position devoted to sustainability (as €Biestainability Officer), even if
the ultimate responsibility for sustainability istribouted to the Chief Executive
Officer. The last stage is the most proactive amslcharacterized by sustainability-
driven strategies discussed in special committe#snithe board.

In general, the establishment of board committeexerns the management of
sensitive issues because of related to criticatess factors and/or sources of
potential conflicts of interest. In addition to theost common committees (audit,
nomination, and compensation), special committeegteéd to corporate social
responsibility (CSR) and sustainability are spregdio support the board in
strategies characterized by the close relationsimpng competitive, economic and
socio-environmental success’ conditions. These rafatively new governance
structures, which can provide a useful contributionthe integration of social
responsibility into strategy setting and into thusiness model.

Basing on the previous considerations, the artgclgtructured as follows. Sec. 2
highlights the importance of corporate governanme the responsible business
conduct; Sec. 3 aims at going in-depth the CSR cittexs, with a special focus on
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the European area. The final session discussesffietance of having appropriate
board structures for stakeholder engagement andndnreagement of the risk of
responsibility failures.

2. Corporate Governance and Responsible Business Conduct

The principle of responsible business conduct (RB@lies the corporate global
responsibilities towards stakeholders that is memgagisks and performance
according with the triple bottom line approach (Btkon, 1998) including
economic, social and environmental business petispsc

The epochal scandals and financial crises made ttleagap between companies
performance and their deep corporate values, ahdole re-evaluation of a new
corporate model in which responsible corporateuceljputs greater emphasis on
integrity and trust (Byrne, 2000).

The management of business according with the RIgGires the commitment of
the corporate governance bodies, which defineegjies and related acceptable
risks, plan goals, develop internal codes of cohdnd control systems. In other
words, the corporate governance structures anaggpses significantly influence the
RBC, in order to put together the expectations Ibfseakeholders, shareholders
included.

Shareholders have always had a significant rollenattribution of the mandate
of corporate governance, and this fact inducedctirporate governance choices
were characterized by profit maximisation. The ee$ new concepts referring to
sustainability, social responsibility and stakeleoldrelation management is
inducing a new approach about the role of compamesociety, with clear
consequences in terms of strategic choices andrpahce, also for shareholders.
Corporate sustainability does not mean that thatiore of value and the adequate
remuneration for shareholders are less importang versa, the interdependence
among the stakeholder relation management, the oedon and socio-
environmental responsibility, the results (economn not economic ones), the
capability to obtain consents and resources is ppely emphasised for all
stakeholders’ interests (Salvioni & Astori, 2013j\#oni & Gennari, 2016).

This integrated business approach nurtures thei@neaf trust relationships with
financial markets, society, and stakeholders inega&nin order to manage the
corporate reputational risk in the best way. Caaporreputation is a multi-
stakeholder concept that is reflected in the pdroeghat stakeholders have of an
organisation diversely interacting with differertlseholders (Baldarelli & Gigli,
2014). Hence, companies when managing their rapatahould take into account
not only their relationships with stakeholders, bl#o how stakeholders influence
each other (Dutton & Dukerich, 1991).

The reputational risk results from the connectietwgen reputational drivers and
risk factors. Reputational drivers convey the stak#ers’ expectations on which
company can operate to improve its reputation. rAngf reputation can be a key
competitive asset (Barnett et al., 2006), whiclespecially important in today’s
environment of increasing competition, deregulatigiobalization and almost
instantaneous flow of information (Alfiero et &2016). Risk factors are connected
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with the way reputational drivers are managed geoto control the reputational
risk that is created when corporate performances do@ match stakeholders’
expectations. The ability by company to manage egtens and performance
related to its reputation by means of transpar@md&ehaviours, accountability, and
stakeholders engagement determines the creatioalwgd in the long-run.

From a stakeholder perspective, corporate respibitsils a part of a wider
context of the corporate relationships with stakeéws (Neville et al., 2005). For
this reason, the criteria to define and measuratatipn, as responsibility, should
be object of a process of continuous consultatidh stakeholders (Jones, 1995;
Wood et al., 2006).

The strategic awareness of the importance of catpaeputation is more critical
when key stakeholders are numerous, because oépldational drivers expand in
socio-economical drivers and socio-environmentasordepending on business’
characteristics and influencing industry’s conduatell-defined RBC and CSR
activities ensure the optimum balance among soemlironmental, and economic
factors for short and longerm profit sustainability. It is important to engsise
that corporate responsibility and corporate reputaghould reside on the corporate
governance level (Baldarelli & Gigli, 2011) and rirahis level should be spread
into managerial and organisational positions.

The increase in complexity induced by the RBC dre drowing importance of
the effective management of reputational risk hgjtilthe usefulness of adopting
board committees with proposing and consultativections on CSR issues. The
purpose of these committees is to provide a usefuiribution to the integration of
social responsibility into strategy setting andibess model.

3. Stakeholder Perspective and CSR Committees

In the last decades, the growing attention forundagovernance in line with the
spread of best practices principles and recommemdahas promoted the presence
of special board committees concerning the manageaiesensitive issues, linked
to significant critical success factors and/or searof potential conflicts of interest.

Currently, the most common committees all over therld are the audit
committee, the nomination committee, and the corsg@igon committee, with
monitoring, proposing and consultative functions sigpport the board in the
decision-making processes (OECD, 2015). In additiboards can decide to
establish other ad-hoc committees committed in ipetasks, or permanently
devoted to specific narrowly functions.

The governance approach by companies is significainfluenced by the
implementation of the principles of social respobilgy, stakeholder view, and
stakeholder engagement. In particular, the adoptibran inclusive corporate
governance approach (Capaldi et al., 2017) focusedtakeholder perspective
translates into the growth of the variables drivthg decision-making processes
towards a balanced satisfaction of wide and diffestakeholders’ expectations.

Considering this increasing complexity in the diefam of sustainable strategies
coherent with the company’s goals, the establishmérsocial responsibility or
sustainability committees within the board can iovar the effectiveness and the
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efficiency of the board’s tasks. These committesss ltave different names (ethics
committees, social responsibility committees, candiommittees, environmental
committees, sustainability committees, and so @e),various in number and
members’ characteristics depending on the levaloofiplexity of their issues (as
ethics, compliance, environment, etc.), but they @med at supporting the RBC
(Porter & Kramer 2011; Burke et al. 2017).

[l For example, a research on the spread of sociapoasibility
committees in Europe from 2000 to 2016 highlightgdifierent
approach to RBC by means of the different nhamesntddy such
committees during the years. Until 2010, the tethice prevailed,
due to the big business scandals and pervasiveuptian that
encouraged companies to recover the confidencetaielsolders
mainly by means of ethics and conduct codése word
‘sustainability’ becomes the most recurrent wordtle committee
names starting from 2010 with a significant grovespecially after
2015, also thanks to the statement of the SDGsNo2QB0Agenda
(Gennari & Salvioni, 2019)Such behaviour seems to highlight an
evolution from focus on compliance and behaviowairectness
towards an approach aimed at making stakeholdespestive more
effective.

Such committees, from this point forward called C&Rnmittees, are composed
of few directors, at least three members of boardtlie whole or mostly non-
executive and independent, according with the aatpogovernance best practices.
The preponderance of independent directors airsafaguarding the stakeholders’
interests because of sign of impartiality and iredefent judgement ability.

[ The analysis of 22,916 boards of European comganien 2000
to 2016, shows a gradual increase in the numberonfipanies with
CSR committees, from 2.46% to 6.70%. The presefcsuch
committees appears still to be a novel approackp alonsidering
their detachment from the audit, nomination or reemation
committee and the differences in their functiorghlghted by their
name (even if sustainability is the most recurseatd, there are also
names as welfare, health, environment, anti-coramtintegrity and
so on). The number of CSR committees’ memberstuede three
and four with a limited incidence of the executilnectors. Hence,
the composition of such CSR committees reflectsctrporate
governance best practices suggesting the majofitthnembers are
non-executive and independent. Furthermore, togewith, or in
alternative to, CSR committees within the boardgaoisational
committees devoted to CSR exist with specific tas#éisroles about
the culture of sustainability and the integratiogtlween top decisions
and organisational behaviours (Gennari & Salvia2(19).

Edited by: Niccoldo CusandJniversity ISSN: 1593-0319

33



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

CSR committees should have special skills aboutrthragement of business in
responsible and sustainable way, and they shoufgpost the board with
suggestions and recommendations in this regardrder to reduce the risk and
maximize the opportunities of value creation in liveg time. In other words, CSR
committees have proposing and consultative funstfon board, so that it can take
its decisions with a greater awareness of the ioalsliips among different
dimensions of corporate success, (specifically citipe, economic, and socio-
environmental ones) according with a stakeholdespeetive. In this regard, the
position at the level of corporate governance ®odieimportant, because of the
broad vision at the business level and the pa#imp in decision-making.

This new corporate governance structure, includ@@®R committees within the
boards, is still not widespread, even if some &sidupport an increasing trend in
parallel with the statement of stakeholder perspesiand the increasing number of
investors taking into consideration also environtaensocial and governance
(ESG) factors in their investment assessments.

(] Spitzeck (2009) focused on the CSR committeesoaidd
belonging to CSR Index in the UK indicating an easing trend.
Eccles et al. (2014) analysed data from 675 US eomgs and found
that the ones placed in the cluster of ‘high susihle’ companies
adopted CSR committees. Burke et al. (2017) higtddy the
increasing number of these committees in publicpaomnes over the
period 2003-2013. A research by Gennari and Saivi@019)
considering 22,916 European companies depicted rameasing,
even if in unstable, trend from 2.46% to 6.70% f2000 to 2016. In
addition, practitioner publications (Calvert Assbtanagement &
The Corporate Library, 2010; Institute of BusineSthics, 2016)
have reported the increasing presence of sustalityabommittees.

The activities carried out by CSR committees, iditoh to the plan of an ethics
program, are going to fight corruption, listen teakeholders, protect the
environment, create shared value, reduce risk exppand monitor the corporate
performance regarding stakeholder engagement asthisable development.
These activities are the prerequisites for a celtoir social responsibility to be
shared by top levels and organisation, in ordergdobeyond the mere legal
compliance that is still the indispensable baseoohpany’s behaviours oriented to
stakeholders (Carroll, 1991; Audi, 2012).

Well-structured CSR committees perform the funciah internal coordination,
assessment of existing procedures and suggestiopos$ible improvement
changes, support the board’s decision-making psesefor sustainable goals and
strategies. At the same way, the presence of CSRmitees lights on the
commitment of the board into RBC also to financizrkets and other external
stakeholders, emphasising the board’s attentionsémial issues more than the
situation characterized by the management of somaponsibility by other
committees or by the whole board.
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Given that CSR committees play a critical role upporting the board in the
RBC, the approach towards them is different dependn the country’s culture for
social responsibility and industry’s charactersstic

The European Union (EU) has been the continentfitsitbecame a convert to
the CSR movement because of, although innumerdthisea took place along its
history, in Europe there have been traditionallyenGSR consistent values, norms
and perceptions than in other areas of the wondofean corporations too have
tended to hold stronger and broader approachetakelslder relations; and that
network is being established to help many compaimiesharing and diffusing
relevant information about CSR (Mullerat, 2013).tlms context, CSR grown at
different rhythms, varying country from country asettor from sector.

] France is the nation with the highest percentage G8R
committees in the period from 2000 to 2016. Frasce unique case
in Europe about CSR issue: French State playedadimg role in
CSR between the mid-1970s and the mid-1980s, @&mfiehanges
via legislation and promoting a cultural backgrourtiat now
appears to be the best in the Europe. The Frenpkrence teaches
that the active government involvement in socigpomsibility during
the last decades created a special attention fa thatter also by
companies. Regarding sectors’ characteristics, @&R committees
tend to be clustered in particular industries wheeputation and
regulatory risks are more acute. In fact, the prese of such
committees emphasises the need to maintain trisgtameships with
stakeholders, to contrast phenomena with negatiwpacts on
corporate reputation, and to give importance to #revironmental
impact due to corporate activities. CSR committeasd to gather in
banking, assurance, mining, and oil and gas indest{(Gennari &
Salvioni, 2019)

In spite of the interest in CSR by the EU busingesmed governments, a clear
divide of opposite positions has existed. Essdntisthe EC took a position of
rejecting regulation and putting the emphasis olintary measures for business,
while the European Parliament, together with NG@d @&ade unions, has been
demanding mandatory regulation and reporting ofpaations’ social and
environmental impacts and transparency (Mullerat,3.

Since the beginning of this Century, several itites and contributions from
academics, research groups, regulatory commissamtk policy makers have
highlighted the need for reporting, expressingithegration between financial and
non-financial information, and encouraged the deladitover the world (Jensen &
Berg, 2012; Salvioni & Bosetti, 2014) culminating the Directive 2014/95/EU
(transposed into national legislations from thefficial year starting in 2017). Thi
Directive obliges certain large undertakings andugs to disclose non-financial
information. Considering that these new communicatheeds are requiring
governance structures and processes committed eswlirstable to stakeholder
with reference to economic, social and environnestalies in an integrated way,
the establishment of CSR committees as top-posifiomts of reference for
different roles and functions differently involvedCSR matters might be of help.
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4. Conclusions and Emerging | ssues

The development of a multi-stakeholder approaanusial for creating consensus
about long-term sustainable development objectavas results, and it involves
significant changes in corporate governance strastand processes.

The greater attention to the ability to activateeaer-wider and more complex
network of relationships correlated with the needachieve positive, lasting
relations with all relevant stakeholders increasemnagement complexity and
suggests the introduction of CSR committees.

Therefore, the spread of CSR committees is charaicig the two last decades
because of the integration between corporate gawmem best practices and
stakeholder perspective.

CSR committees’ tasks have been developed accorditly the corporate
approach to social responsibility and its evolutilmna first stage companies tended
to divide social and environmental responsibiliiesn the ethics, this last mainly
related to compliance. Then, a wider idea of sa@aponsibility pressed toward a
corporate responsibility characterized by compkaand internal ethical culture as
essential prerequisites.

The way CSR committees are taking is toward theaeodment of stakeholder
perspective and the following RBC focused on suoatality goals. In fact, the
appreciation of stakeholders’ expectations, thdgetmn of the environment, the
observance of rules, and the sound governance ssetsaeven more important
because they can create social and economic vedmereduce the corporate risk
and reveal a greater financial sustainability i lttmng-term.

The increasing attention for CSR and corporate g@ree structures, as board
committees, able to manage effectively the glokaponsibility in the interest of
stakeholders can be promoted by external and mt@moentives. External factors,
as the increasing interest for social responsyhititistainability, and accountability
by some main international organisations, can playmportant role for a change
in the corporate approach in favour of stakehofmspective. At the same time,
internal stimulus can be related to the embracemestakeholder perspective, the
considerable corporate complexity and the corposdteo realize a RBC coherent
with the external recommendations; all of thesaoi&crequire an improvement of
decision-making processes and the possible supp@SR committees.

The aforementioned changes in the corporate goneensiructure imply opening
board networks to new profiles, in order to bettexet stakeholders’ expectation
about RBC and to lead company toward sustainaialityen strategies reducing
the company’s exposure to responsibility failures.

In summary, this article depicts CSR committeehtts groups of directors with
tasks about CSR issues, in accordance with the mresmgkills, with the aim to
make recommendations to board in order to managedi®o activities in a
responsible and successful way. In authors’ opirsoich committees are supposed
to develop in the future and to be under attentdnfurther studies. Future
researches will contribute to a better understandinout the encouraging factors
for CSR committees’ establishment in different eottd, also emphasising the
choice of their positioning in corporate governanbedies or within the
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organisational levels. Furthermore, unexploreddfiebf research concern the best
composition and members’ profile in order to guéeana real contribution to
responsible governance, and the situations suggegiving CSR tasks to existing
committees instead of constituting an ad-hoc omehis case, the choice about the
committee and the selection of appropriate memlpedsiles could be studied.
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