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Introduction

The modern company cannot ignore stakeholders if it is to survive in the long run. In recent years, consumers and the broader society have strengthened their monitoring toward products and services of companies. In particular, corporate social responsibility (CSR) internalizes social justice and environmental measures into corporate behavior. The company also maintains its own accountability to stakeholders (shareholders, employees, customers, community and others), and improves economic, social and environmental performance. As far as CSR reflects the interests of stakeholders, CSR naturally characterizes the relationship between business and society.

This paper compares Russia with Japan by examining corporate systems, CSR practices, and the influence of stakeholders.  In addition, I will consider how socially responsible companies come to be evaluated at the market level using questionnaire surveys. A comparison of both countries shows not only a convergent trend with global standards but also a path of divergence of CSR from practices found in the US and Europe.
Empirically, I use data for the Japanese model, which includes survey data by Keizai Doyukai (Japan Association of Corporate Executives) in 2003, 2006
 and 2008 as well as other official data
.  For the Russian model, I use my own interview and questionnaire research
 during 2004-2006 in addition to another empirical survey, and recent data by the Manager’ Association and the Russian Union of Industrialists and Entrepreneurs (RSPP). The questionnaire survey by the Higher School of Economics in Russia in 2007 is the most important one, which includes 303 industrial firms.
1. Response to CSR
CSR can be classified by three dimensions: business activity, social work, and philanthropy (Tanimoto, 2008, pp.66-74), and stakeholders of the company characterize the mode of CSR. Under mounting global pressure, in both countries, CSR reports have been increasing and ISO standardization has become active. Therefore, convergent influence has become strong in the global markets. In Japan, more than 90% companies accepted compliance and high quality goods as CSR, and a voluntary and proactive attitude has steadily increased (Keizai Doyukai, 2006). Russia also shows a recent CSR boom when companies desire to enhance their reputations.  It is said that more than 90% companies have a CSR strategy or currently drawing such plans. In 2008, 120 social reports were published (Vedomosti, 9 December 2008). 
Although the basic points of CSR are common to both Japan and Russia, difference can also be observed. The most impressive difference is that Japanese firms (J firms) are more sensitive to CSR than Russian firms (R firms). J firms recognize the following components of CSR: compliance, good products, global environmental protection, and tax payment. In particular, many J firms have a strong interest in contributing to solving the global environmental problem, and they engage in various forms of philanthropy. However, less than half of R firms accept CSR (Belyaeva and Eskindarov, 2008, p.67). Concerning the components of CSR, while J firms have emphasized dividends to shareholders and philanthropy, R firms have emphasized obligatory factors including wage payment, investment in production and more basic items including reducing corruption and increasing public information.
   Stakeholders determine different levels of CSR acceptance. In Japan, employees sufficiently understand most corporate values and the company focus to the customers. As far as employees are promoted to managers, it is natural that employees have a strong power. Traditionally, governments are not very active in CSR, and they regard CSR as voluntary behaviour. However, due to frequent corporate scandals and the recent economic crisis, governments intend to tighten CSR in the following areas: 1) the environment, 2) food security, 3) financial institutions, and 4) employment. Above all, with respect to the process of legalization in the sphere of CSR, the government stance becomes more active.  For example, after the mid 1990s, the government provided recycling laws, economizing energy and consumer protection. These laws transformed CSR into compliance and legal areas. Although Russia also has similar stakeholders, governments still have the strongest influence among actors. In company towns, companies maintain dominant power in the local society, and their social function is strong. In practice, many regional governments forge a social agreement with companies.  Traditionally, the Russian managers have motivated lobbyism (Vedomosti, 15 January 2009).
   In Western countries and Japan, CSR is voluntary in companies, and the government commitment is marginal. In contrast, the role of government in Russia is large. According to the data by the Managers’ Association in 2005
, administrative pressure became the main motivation for companies (73% of respondents) whereas the voluntary action of top managers was relative weaker (55%). Bureaucrats also showed a similar attitude toward CSR (Belyaeva and Eskindarov, 2008, p.107). Moreover, public and private partnership is now regarded as contingent on CSR in Russia.  The intervention of the state is regarded as the basic difference from other countries. At the same time, the maturity level of NPO and NGOs in Russia are low and society does not have sufficient monitoring potential. The contents of stakeholders and their different influences determine the acceptance of CSR in the society.
   With respect to the acceptance of CSR, J firm regard CSR not as costs but as one of corporate strategy, and bottom-up type management as well as market competitive pressure strongly influence CSR. In Russia, the administrative pressure is strong, and R firm regard CSR as a social cost for survival. Therefore, CSR is determined by law and legal precedent. In Russia, 58% of R firms put CSR into effect through collective contracts, and 29% carry out by both corporative moral and ethical code, while 22% implement by the ethical code (Ekonomika i Zhizn’, No.2, January 2009).  In Russia, CSR requires authorization.
2. CSR from corporate scandals
CSR often becomes a key consideration in corporate reputation. Corporate scandals which diminish reputation become a direct motivation for CSR and ethics and compliance become regarded as the cornerstone of CSR.

In Japan, in 1991, several financial scandals occurred including illegal financing by Sumitomo Bank, the deception of customers by leading brokerage firms including Nomura; manipulation of stock prices; and assistance to crime syndicates’ heavy buying of shares by Nomura, Nikko and others. In response to the scandals, Nippon Keidanren adopted the charter of corporate behaviour.  However, even after the adoption of the charter, Japan was hit by successive business scandals involving yielding to corporate extortionists. Almost all of these scandals were crimes because they violated commercial or civil law.
The situation deteriorated, and after 1999, corporate scandals could not be considered as a simple violation of laws. A critical nuclear accident of JCO
, food poisoning from Yukijirushi dairy products, concealment of antorecalls by Mitsubishi, concealment of hazards with the Tokyo Electric Power nuclear power plant in 2002 are representative cases, and they brought about direct losses to consumers and residents. As a result, Keidanren revised the charter in 1996, 2002 and 2004, and it demanded that all companies strengthen intra-firm regime and be subject to severe punishment.
In spite of the above evolution, in recent years there have been corporate scandals and new violations and reactions. Examples include purchases of major media companies by internet companies and their gray business practices in 2005, arrears of insurance against losses due to complex financial securitization, food poisoning from Chinese imports, deregulation of financial institutions, global networks of responsibility and the Japanese management system are all regarded as key problems for CSR. The process of corporate scandals indicates that Japanese corporate governance and new relations with stakeholders have an effect on CSR.
Corporate scandals have also made an impact on CSR in Russia. The Yukos affair in 2003 and M&A takeovers (corporate raiders) may be regarded as typical examples of scandals. These include several cases, where anti-monopoly laws, law on joint-stock companies and civil law, and corruption have been violated. The Russian scandals show that ownership of the enterprise is immune to the scandals and there are many cases of corporate capture. Moreover, the government has played a major role in capture. There is bargaining room on tax payment between government and business, and the corporate scandals have been prone to become political scandals. The enforcement of the legal institutions is not guaranteed, and social evaluation of compliance and accountability do not operate sufficiently, which characterizes current Russian corporate governance.
Corporate scandals in Russia are closely connected with the informal sector and informal activities in firms. As the existence of gray and black wages indicate, informal activity may be regarded as a form of corporate scandal from a public information and normal market behaviour viewpoint, and the informal sector gives corporate scandals opacity, so CSR is not taken into account in relation to corporate scandals.

3. CSR from corporate governance and employment
The main stakeholders within the enterprises are shareholders and employees. Corporate governance itself determines the change of CSR.
  Japanese ownership drastically changed in the 1990s. Shareholder authority has intensified and changes are based on corporate ownership.  First, financial institutions sharply reduced their shares after 1990s, which means a retreat of cross-shareholding. The banking crisis after the collapse of bubble economy and the Bank Shareholding Restriction Law affected a decline of the bank’s holdings. Second, foreigners have increased their holding significantly as their shares increased from 3.9% in 1989 to 25.5% in 2007. The companies with a high share of foreign shareholders have a tendency to change corporate governance into a market-oriented, US type.

  At the same time, the Japanese employment system also changed. In J firms, core workers are promoted within the firm, and they organize the internal labour markets. They are encouraged to acquire firms- or group-specific skills, and the large firms have customarily offered many of them lifetime employment. Japanese labour systems, however, are difficult to sustain because of intense international competitiveness. In order to decrease labour costs, some firms have tried to abolish lifetime employment and reduce wages, which has made employees change their jobs and so firm-specific skills have become difficult to continue. Changes to employment laws have stimulated taking on more non-regular workers with lower pay and short term contracts. On behalf of regular workers, the share of non-regular workers has risen sharply from 19% in 1989 to 33% in 2007 (The Economist, December 1, 2007, p.18).
While the non-regular workers have increased in number, the core workers have increased their duration at the firm.  The Japanese employment system may be maintained by restraining the newcomers. According to the 2003 “Survey on the Corporate System and Employment” by METI, the continued commitment to lifetime employment may be observed in over 80% of the firms.  “Lifetime employment is being preserved as a norm of corporate insiders, large firms are undergoing a degree of social closure that makes it difficult for outsiders to enter” (Jackson and Miyajima, 2007, pp.25-26). In short, change and continuity may simultaneously emerge in a J firm.

As a result, some firms regard the safety-nets for workers as CSR, and the government requested diminishing labour hours and work-life balance as a key consideration of CSR. Moreover, a mutually painful compromise between employees and shareholders seems to function during the economic crisis.
On the other hand, R firms have shown a high share of insider ownership. Particularly, managers have retained their holdings, and a coincidence of ownership and management can be observed.  This is why even large businesses utilize the closed joint-stock company or limited liability as the main firm status. Seen from the history of the evolution of the company, the R firm may be regarded as a firm in its infancy. Compared with the ownership of J firms, the government and the employees have maintained a strong influence. In the crisis, the government has enhanced its shares through capital injection and through the establishment of state corporations.
Under the above structure, R firms are reluctant to open information including financial statements because information may determine the survival of the firm. They do not publicize only owners, and their intention to open social and environment reports becomes weak. Moreover, when individual ownership is dominant and their voice is too loud, the dividends become excessive.
The Russian employment has its own specificities. Some R firms hoarded employment via flexible wages including wage arrears and temporary employment, and others were forced to reduced employment. In addition, irregular employment along with informal employment has significantly increased. R firms have not accumulated firm-specific skills and that employee motivation declined in their workplaces.
The provision of corporate welfare, however, may be regarded as one of the basic features of R firms. As far as they provided various social benefits like accommodation to employees, R firms have not lost their character as a “quasi-communitarian type.” R firms attach greater importance to CSR as a tool of labour management.
4. Characteristics of CSR
Philanthropy has been emphasized as “investment in the future” since the 2000s and has kept up with the trend evolving civil society and the development of NGOs/NPOs.  Philanthropy expenses in J firms have been kept to around 2% of the total current profits, and the real expenses per company reached an average of 454 million yen in 2006 (Nippon Keidanren, 2008, pp.16-18).  The firms organized specialized sections, and some organized philanthropy in liaison with group member companies. Social business and social enterprises are increasingly paying attention.
   R firms also carried out philanthropy. Particularly the more closely linkage companies have with regions (regional society), the more indispensable philanthropy becomes. According to the report “Integration of CSR into the Corporate Strategy” in 2008, 74% more respondents planned an increase of social investment than 2007, and they connected the social activity with the economic crisis (Vedomosti, 9 December 2009).  Since Russia has many company towns, the degree that the company commits to the local social policy is high and in those towns philanthropy is indispensable for the survival of the region. In addition, state intervention of philanthropy is strong as can be seen with the handling of environment problems. The government actively utilizes environment policy for state capture. Therefore, Russian philanthropy has been based on relationships between business and the government.
   Considering the power of stakeholders in Japan and Russia, different stakeholders and different pressures on CSR produce a divergent CSR in spite the general trend of convergence due to global pressures. In J firms, employees have a strong motivation in CSR for preserving employment, while the stance of shareholders increased under the importation of the US governance model. Other stakeholders also intensified their influence on CSR, and philanthropy has become more important for the company’s success. In R firms, the power of the government is dominantly strong, and therefore CSR may well become authorized or legalized. The communal nature of the firm and Russian corporate governance clearly characterizes this trend. The responsibility of the company may be identified with that of the state, and this characteristic is also common to China. Even so, the following aspects may be emphasized as common to both countries. The firm does not downplay the communal character of the company.  In spite of different corporate governance and different labour market in both countries, insiders have a relatively strong influence on CSR. Therefore, both countries indicate their specific CSR make-up as an “enterprise state.”
Conclusion

Japanese CSR is said to be less progressive compared to that found in Europe and the US (Tanimoto, 2008). The market evaluation is inactive and SRI (social responsible investment) also shows a relative small scale.  The lack of progressiveness stems from the characteristics of corporate governance and employment.  In addition, immaturity of the markets and civil society enhance this.  However, Japanese CSR has also shown development based on Japanese managements as the communal organization of the firm has developed its own CSR.  A comparison of CSR reveals large gaps between Japan and Russia, since Russia does not have sufficient institutions of CSR, compared with those found in Japan.  The backwardness of corporate governance and employment is also influential than that in Japan.  The market and citizens cannot evaluate CSR and corporate values, and SRI is negligible; however, the government has strong impact on CSR and codified CSR influences have functioned in major companies.  Moreover, the regional society has motivation to develop CSR due to the linkage of corporate welfare.  In short, both countries have shown some resemblance with CSR.  Namely, CSR evolves its field based on the communal relations of insiders in the firm.
   Difference of CSR is dependent on the different power make-up of stakeholders.  Among Japanese stakeholders, employees have a dominant position and its interests cannot be easily separated from the contents of CSR.  Therefore, in the economic crisis, employment preservation is supported by the various stakeholders.  On the other hand, in Russia, the government has exclusive power.  The inertia of the state functions strongly in Russia even after 20 years of transformation.
   However, in both countries, globalization has brought about convergence of CSR where the market criteria have become the most powerful factor.  Multinationals cannot ignore the global standard.  Therefore, in both countries the mixture of convergence and divergence of CSR will function in the medium term, and it characterizes the specific market system and corporate system of each country.
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� Data of 521 companies during October 2005 to January 2006.


� Data of Keidanren and Ministry of Economy, Trade and Industry Japan, 2004, Japan Research Institute Report, 2009, and others.


� Data of interview and questionnaire research were analyzed in Mizobata (2008b). This paper comes to a conclusion that there is a kind of mixed corporate governance in Russia (an amalgam of Russian tradition and liberal reforms) in Russia.


� The number of samples is 210 managers in 2005 September – October.


� Japan Nuclear Fuel Conversion Co. (JCO), a subsidiary of Sumitomo Metals and Mining. An accident occurred in the village of Tokaimura, on September 30, 1999.





PAGE  
6

