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The majority of East European countries meet with the dilemma of what corporate gov-
ernance system model should be chosen. The corporate sector development demonstrates the 
use of mixed models in transition countries, based partly on the principles of American, and 
German models of corporate governance system application. The modern models of corporate 
governance system are based on the diverse capital structure in East Europe. It defines the 
large variety of shareholders, including state, institutional investors and individual sharehold-
ers. The corporate governance structure specifies the distribution of rights and responsibilities 
among owners and management in the corporation. The board of directors, managers, share-
holders, and other stakeholders take part in the elaboration rules and procedures for making 
decisions on corporate affairs. Good corporate governance is associated with a sustainable 
company’s value creation on a global scale. Where some of which will flow to investors with 
reduced risk of global financial crises. The better the quality of shareholder protection means 
the larger the country’s stock market. Weak corporate governance leads to higher costs of 
capital and in the case of better corporate governance are higher returns on assets [1, 10]. 

A literature review makes it possible to analyze the relationship between corporate gov-
ernance and Corporate Social Responsibility (CSR), and suggests adjustment measures for 
CSR improvement. The rules of Corporate Governance and CSR have many interactions. The 
rules of the Corporate Governance have today often the condition of law. The influence is 
more and beyond this legal form for companies. Other companies – especially with interna-
tional activities – do orient them on this regulatory framework for the management and moni-
toring. Companies listed on the stock exchange give statements about corporate governance at 
the annual report. 

The rules of CSR are directives given by the management of a company for the compa-
ny. CSR is the compliance with laws and regulations, observing (external) standards and (in-
ternal) values, action instructions, and guidelines and designing management and control 
structures. All interests of every group of stakeholders are considered and sustainability and 
transparency are the main topics of today. 

The study of a large number of literature sources shows the various research methods of 
corporate governance and CSR application demonstrates the existence of an ambiguous un-
derstanding of the interrelationship and interdependence between these categories. Multina-
tional corporations affect the future company’s development and invest in socially sustainable 
development.  

Over the past 20 years, managers enhance the use of tools for developing reputation 
techniques in order to study the influence of interest groups in the company, and mechanisms, 
how to manage relationships with them. Some experts believe that the division of corporate 
communications with the advertising world and public relations transfer today’s market lead-
ers to those organizations that pursue policies of a single system of communication with all 
interested groups. The analysis of table 1 demonstrates the literature review of the basic ap-
proaches to corporate governance systems indicated in the article and summarizes peculiari-
ties of the legal and regulatory framework in different companies. 
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Table 1 – Basic Approaches to Corporate Governance System 

№ Authors Theory Application 

1 Callaghan (2007) Explains differences in the dispersion of 
corporate ownership. 

Corporate Governance 
System. 

2 Aguilera, Williams, Conley, 
Rupp (2000) 

Emphasize two divergent hybrids of the 
neo-liberal economic model and the neo-
corporatist model. 

Board Structure in Cor-
porate Governance Mod-
el. 

3 Tore (2002). The comparison of Neoclassical approach 
and stakeholder theory. 

Forms of Social Respon-
sibility Activities. 

4 Arias & Petterson (2009) Define the balance of the neoclassical 
and stakeholder approach. International Business. 

5 Cheng, Ioannou & Serafeim 
(2016) 

Managers adopt a long - term relation-
ships. 

Corporate Governance 
System. 

Note – Source: Author’s approach. 

Callaghan [2] asserts that differences in the dispersion of corporate ownership can help 
explain why party positions on corporate governance vary across countries and over time. The 
author states that party positions depend on the relative size of the insider and outsider con-
stituencies, which in turn depends on countries’ prevailing structure of corporate ownership.  

Aguilera et al. [3] emphasize two divergent hybrids of the neo-liberal economic 
model and the neo-corporatist model, where the first model defines more centralized and 
concentrated financial systems based on financial market regulation, which is designed to 
correct market failures and facilitate the market process, a strong emphasis on transparen-
cy and disclosure rules.  

The proponents of the neoclassical approach emphasize stakeholder theory, the theory 
of corporate internal control, the theory of agents costs and etc., and argue that the term cor-
porate governance is typically defined more narrowly, as the processes of supervision and 
control ‘intended to ensure that the company’s management acts in accordance with the 
shareholders ‘interests. Neoclassical scientists assert that the obligation of the company is the 
maximization of the return on investment. Arias & Petterson (2009) concludes that a careful 
balance of the neoclassical and stakeholder approach to doing business in the international 
market place is required today [4]. Cheng, Ioannou & Serafeim (2016) argue that stakeholder 
engagement based on mutual trust and cooperation reduces potential agency costs by pushing 
managers to adopt a long-term rather than a short-term orientation [5]. Superior stakeholder 
engagement enhances the revenue or profit – generating potential of the firm through the 
higher quality of relationships with customers, business partners and among employees. Firms 
with better CSR performance are more likely to publicly disclose their CSR activities, and 
consequently, become more transparent and accountable. Higher levels of transparency re-
duce informational asymmetries between the firm and investors, thus mitigating perceived 
risk. The post neoclassical views, however, show that stakeholders’ incentives can play a sig-
nificant role in the mix of debt and equity used in financing the firm's assets, and on its capital 
investment decisions. Thereby corporate executives can add value to the firm and affect the 
distribution of wealth between common stockholders and bondholders. 

The interdependence of corporate governance and CSR could be seen in the legal appli-
cation of G20/OECD Principles of Corporate Governance and European Commission regula-
tions on CSR. The European Commission considers social responsibility (CSR) as part of a 
contribution to the sustainable development strategy and European economic growth and em-
ployment, as CSR contributes to a variety of purposes, including social cohesion, economic 
competitiveness, and more sustainable use of natural resources.  
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Market actors require compliance with the basic principles of CSR: trust, social justice, 
openness, and transparency. The majority of companies try to perceive the philosophy of 
thinking about the wellbeing of society, its prosperity and participate in environmental prob-
lems solution. The company pursues a policy of constant and deliberate social activity. CSR 
strategy is considered to be consistent, and really feasible. All projects are subject to the gen-
eral purpose and mainstream of business ideas.  

In deciding on the adoption of CSR of the company is not only important to identify the 
most significant social needs of stakeholders, but also to analyze their feasibility, to provide 
cost – benefits analysis of the company, estimate potential benefits of social investment for 
society. At this stage, management explores the possibility of joining efforts in the implemen-
tation of various social projects with other companies or nonprofit organizations.  

Numerous violations of legal (formal and informal) rules between companies and socie-
ty, corporations and their shareholders in the world rise to intense viewing not only use, but 
also the reassessment of the fundamental principles of the relationship between power holders 
(shareholders), management holders (managers), the R&D owners (technological staff) and 
the employees (workers).  

Some scientists consider that the corporate governance and CSR relationship can be in-
terpreted by abandoning the standard view of the firm as a shareholder value maximizer and 
embracing the view of a firm as a stakeholder value maximizer. This convergence paves the 
way for corporate governance to be driven by ethical norms and the need for accountability, 
and it enables CSR to adapt prevailing business practices. At present time both corporate gov-
ernance and CSR focus on ethical practices in business and the responsiveness of an organiza-
tion to its stakeholders and the environment in which it operates. 

The study of the corporate governance and CSR interdependence reflects the various 
stakeholders’ views on organization and management, on the company’s portfolio, ethical 
norms, the possibilities and attractiveness, and effects on other forces. The research indicates 
the complementary relationships between categories through the reflection of all stakeholders’ 
interests, provide a balance between major groups and social institutions involved in market 
interaction, and promote constructive development. The analysis demonstrates different mod-
els of corporate governance application, which explain the need to apply certain institutional 
arrangements, enabling shareholders to play a more active role in CSR, and resulting in more 
sustainable companies’ development.  
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