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Introduction

Talking responsibility with my barista

(Ir)responsibility is not always the responsibility of other people. And not
everyone needs to know what (ir)responsibility is. Let us start, then, at the
very beginning, with the meaning of the words we will be using:

Barista:

Paolo:

Barista:

Paolo:

Barista:

Paolo:

Barista:

Paolo:

Good morning, sir. Your usual brew?

Yes, please.

I never asked you before, but what do you do?

I draw up balance sheets. Like an accountant. I write
books based on company balance sheets (and government
accounts). They're my clients. I could even do it for your
coffee shop.

Thanks, but I already have a book-keeper and he isn’t cheap.
Oh, I wasn't really offering, just mentioned it in passing.
My book-keeper doesn’t write books, though. He just sends
in my tax returns.

Sure. The shop is a small business. Writing a book about it
would be very expensive. Anyway, I do more than draw up
balance sheets. I write documents that have a lot more infor-
mation than that.

To understand what sort of information I gather, just imag-
ine that you want to sell your coffee shop. There’s a person
who is interested in buying it — let’s call him Ahmed, and he
wants to see your tax returns, your official balance sheet -
the one that shows your minimum earnings. A company
would call that your ‘turnover.” So, Ahmed comes here and
stands with you behind the counter, by the cash register, to
check whether the earnings you've declared are real. You
might have even told him that you've declared less than
you actually earned. This may not be so in your case, but

1



2 Introduction

there are places in the world where this is the norm. I should
know. I'm an international professional after all. Anyhow,
this would be his way of diligently checking the information
your book-keeper gave him.

In company jargon, this is called ‘due diligence,” and there
are people who specialize in going around and trying to find
out whether what'’s reported in company balance sheets is
true or false.

Later, at closing time, Ahmed would go with you to
check the cash register and count the sales slips from the
pastry and coffee sales. This is what’s called ‘cost account-
ing,” and it's not shown in your tax returns. This is how
Ahmed would find out that you make much more money
from selling pastries than coffee, so that $1 taken from the
sale of pastries is worth more than $1 from the sale of cof-
fee. Coffee vs. pastries. This is a typical assessment of what
companies call ‘profitability of action’ or ‘direct product
profitability.’

At this point, Ahmed would probably begin to take note of
other things he needs to know. Are the staff polite to custom-
ers? Do they work quickly? Are they cheating on the coffee;
using too much of it? Are they diligent in the consumption
of basic supplies? In other words, are they interested in ‘cus-
tomer care’ and ‘loyalty’ to the business? Ahmed will also
want to know whether the customers are passers-by or regu-
lars. Regulars are a sign of satisfaction (customer satisfaction)
with the coffee shop and the service. If they come back, it
means they’re getting exactly what they want.

He might have some questions, too, like whether the
vacant lot next door to the coffee shop will be used for new
office blocks or a massive multi-story car park, or whether
or not the bus stop right in front might be moved a few
yards further down. He'll talk to the local police to find
out what they’re like; whether there’ll be hassles should
he decide to upgrade the coffee shop to a kebab restau-
rant or make the shop sign bigger; or the likelihood that
they’ll grant him a license to put a few tables outside on
the sidewalk. He’ll probably go to a nearby coffee shop and
order something. He'll ask himself whether he can put up
with the traffic noise at this intersection, since he’d have
to spend most of his waking days there. He'll check the
prices of the suppliers compared with those he works with
already. This comparison price is called a ‘benchmark.” He'll
check whether health and hygiene regulations are being
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applied, examining the toilets and the extractor fan, which
seems to be on its last legs. And also what will be done
about any unpaid fines.

In other words, Ahmed will weigh the opportunities and
the risks to see whether he’ll be able to pay the bills of
exchange he’ll be signing. This is what'’s called ‘creditworthi-
ness,” and it’s a useful concept for you, too, because it’s no
joke to bargain a high selling price for your shop only to find
that your buyer can’t afford to pay it!

In this way, we've looked at all these people - the local
police, the customers and the suppliers — who never figure
in your tax returns but who do affect the performance of
your shop. In company jargon, they are called ‘stakeholders.’
Only when he has all this information can Ahmed answer
the question: Do I buy this place or not? And if I do buy it,
what price should I pay?

So, you see, there’s a lot more going on between the lines
of what actually ends up in a tax return.

Barista: Now your coffee’s cold. Let me make you another one.

The theoretical balance sheet that I've just drawn up whilst standing at the
counter having breakfast is called a corporate social responsibility (CSR)
report, or a sustainability report. It is a document that ‘tells all,” and tries not
to leave anything out or hide anything from the reader.

CSR reporting should be leveraged to provide a serious tool of internal
and external communication. At present, many major companies publish
an annual CSR report, or sustainability report. Many studies are available on
CSR, but very few on CSR reporting. CSR reports are written in a heuristic
fashion. Standards are observed in a useless way; see, for instance, the table
that most companies write at the end of their report to cross-reference
the Global Reporting Initiative (GRI) standards. The result is that resources
are spent and very little is accomplished: colleagues within the company
look at the report as a perfunctory activity, stakeholder representatives go
with the flow, journalists shun the reports as ‘news-less’ propaganda, and
top managers — above all — tolerate this good-manners habit.

The sustainability reports of corporations are the empirical basis of this
study. The aim is to figure out what its optimal content would be - what
information should it provide to perform a worthy job. It is opportune to
do this because these reports are an opportunity for awareness on the part
of the corporation, as well as for the public to find out what is going on in
the economy and in society.

There are many skeptics of sustainability reports who view them as
a perfunctory activity of the organization, and this healthy skepticism will
be confronted at once.



4 Introduction

Sustainability report: balance sheet or bull sheet?

“Bullsh*t,” my CEO would say, if I went in and proposed drawing up a sus-
tainability report for our company.’ This was the sour reply of my friend,
the assistant of a well-known European manager, when [ offered to under-
take a sustainability report project for his company. This consideration
would have been even more appropriate, since the company was not a real
company but some sort of institution — a foundation working on a dictionary
of language, enjoying generous government subsidies.

Managerial stallions were very harsh towards CSR. In January 2005, The
Economist came out with a very critical survey that basically stated that all
monies spent on social activities were not only a drain on money from
shareholders’ pockets, but also a distraction of management time, attention
and energy.

Not only the orthodox Economist, but also fine intellectuals partial to social
issues were — perhaps unawares — feeding a culture of economic machismo. In
a well-documented study of Italian corporations in the 1980s and 1990s many
utilities were praised as profitable, since ranking was based on profits and
stock valuation.

What is the relevance of this to CSR and the sustainability report? I believe
the sustainability report is an opportunity to ask oneself (and cultivate a doubt
about) whether a utility that is making profits above the market average is per-
haps strangling consumers. The sustainability report is not necessarily a win-
dow for alms or sponsorship of the performing arts. In a sustainability report,
a company can give an account of the competitive context whereby profits
are earned. Along this line, one can point out a difference between a company
that is subject to international competition, one that has a dominant market
position and a utility that is a full-fledged monopoly.

In a sustainability report, a company can extend its view beyond the share-
holders, to consumers and society at large. In 2004, in Italy, the antitrust and
energy regulators found out that prices of energy products were high while
the quality of service was poor. In the sustainability report produced by Fiat,
one could read of the so-called voluntary agreements that kept Japanese cars
out of Italy for along time, an account of repeated government subsidies
for Fiat investments in the Italian south, and quality checks versus BMW
mechanics.

In a sustainability report, one could read about the share of deposits from
government agencies in the Italian branch of BNP Paribas, which made up
for the key value of that bank when it was acquired by the French giant from
the Italian government itself. Maybe all this information is confidential?
Well, perhaps it is time that the confidentiality be removed and competition
be extended to other areas, benefiting all parties involved.

A sustainability report raises its gaze towards the wider impact of a corpo-
ration on the economy and society. It’s about the disclosure of information



