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It is possible to connect multi-stakeholder governance first with corporate social
responsibility (CSR) and then with corporate social obligations (CSO). The difference
between these two is in the degree of commitment of the corporation, with CSR as a loose
form of obligation without formalising institutions. The value of Marens’ paper is in
contributing to the understanding of how the nature of CSR changes over time (from the
beginning of the 20th century) and among cultures (examining mainly US and European
business systems).

Marens begins with the major point of an earlier paper by Matten and Moon® in
distinguishing between explicit and implicit CSR, and characterising the practice of CSR in
the USA as explicit, while the European version was far more implicit in terms of the
influence of “constraints imposed by law, culture, countervailing power of other institutions
such as political parties, unions and churches” (page 60). The issue-by-issue approach is
useful in underscoring the nature of the CSR concept as “a potential gain for corporate
boards to influence the political system, outflank labour unrest, attract the investment of
strangers and even limit market uncertainty and ‘ruinous competition’” (page 62). Such an
arrangement could be regarded as a quid pro quo for which the “something for something”
benefits both the corporation and the collaborating partner. Approximate equality among
the participants (the multi-stakeholders) is believed to be associated with approximately
equal benefit, but this has not been fully tested.
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Shareholder activism has been associated with varying degrees of collaboration with other
groups or organisations, and these have been classified and described, on the basis German
experiences, by van der Zwan. Of particular interest is the way in which Germany’s financial
reforms contributed to an apparently distinct shift in the nature of this collaboration.
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Prior to the 1990, corporate governance in Germany was influenced by large private banks
that had close personal ties with corporations ,as well as with public authorities, and these
linkages of mutual influence resulted in strong institutional forms of representation of banks
(with membership on corporate boards)? as well as employees (with representation on
workplace bargaining groups and works councils). This fits in with the notion of institutional
arrangements for corporate social obligations (CSO as mentioned above). As stated by van
der Zwan:

This means that the company [at that time] should be managed for the sake of the enterprise
itself as well as for a broad group of stakeholders, including employees, the broader community
and the state. This social orientation of the firm is expressed institutionally through inclusion of
representatives from labour and the large banks on the supervisory board, and through extensive
negotiations between corporate management and organised labour in industry-level collective
bargaining and plant-level works councils. Consequently, minority shareholder power [was]
relatively curtailed.

This insider alliance with management, employees and large shareholders lost momentum
with the financial liberalisation of Germany that began in the 1990s. Shares in German
corporations could be purchased by foreign institutional investors, for whom share value
was weighted more heavily than internal collaboration. According to van der Zwan this led
to the formation of employee shareholder associations and a transfer from workplace
interaction to boardroom negotiations. Major stakeholders continue to retain influence,
but it is occurring in a different form, which is less broadly based and perhaps also less
orderly.
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This article in The New York Times is an example of collaboration that has not yet blossomed
in a meaningful way. In fact, it is difficult to find evidence that it is even being considered.
The comment appearing elsewhere on this Internet site is a more direct reference since it
raises the issue of collaboration between regulators in trading nations in order ensure that
regulatory decisions include due attention to the impact of a specific decision on the other
trading nation. Ultimately such collaboration could become multilateral, but that would
require a new inter-governmental institution. That could not occur without substantial
experience in bilateral collaboration.
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