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Abstract

This study seeks to analyse how the search focdhditions of internal and external teleonomy io{pr
duction firms represents the basis for the fornratd the managerial objectives function (Mella 2D08
and how the achievements of such equilibriums bisupported by an appropriate operational and in-
formation tool: the corporate responsibility report

Firms are permanent organizations, created and guee for longevity; in particular, productive organ

zations, as “instruments of human activity in tlbersomic field”:

a) possess endogenous teleonomy to the extenfrdratan internal perspective, they provide valoe t
the suppliers of capital and labour, so that ifristheir interest to keep the system going. THeeva
obtained from the organization's existence keep®thanizational ties cohesive and guarantees that
efficient metabolic processes can be carried out;

b) enjoy exogenous teleonomy — from an externapeetive — since they can provide value to those
with an external interest in the firm (clients, pliprs and society) by continually renewing their i
strumental processes while searching for ever hit¢deels of efficiency.

1 The abstract was co-written by the authors andmesb to 12 were written by Patrizia Gazzola.
% The abstract was co-written by the authors antisserl to 5 were written by Michela Pellicelli.
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Starting from these premises this study tries emidly the main factors of endogenous and exogenous

teleonomy, demonstrating in particular that:

— endogenous teleonomy implies a satisfying and estataifitability that guarantees satisfactory levels
of shareholder value for the suppliers of capitatiaadequate monetary and non-monetary motivation
for collaborators, thereby favouring conditions“bappiness”; endogenous teleonomy implies main-
taining conditions of maximum productivity, econoreificiency and profitability (as shown by the
key performance indicators) at every level of thgaaization;

- exogenous teleonomy implies the continual incré@asiee value of products for the market — through
improvements in the price-quality relationship -omder to ensure stable customer appreciation and
trust, a stable and constructive relationship watippliers and a structural tie that is compatiblghw
the physical, social and political environment. Bgonditions are revealed by a convenient balanced
scorecard system and assume the total acceptarsmaf responsibility.

The conditions of teleonomy must be pursued byesstdly fighting the numerous endogenous and ex-

ogenous factors that threaten the life of the orgation, among which the weakness of governanee, th

interference of external organizations and the ffisient competence of managers, which makes the
business and managerial control of the organizascarcely effective; internal organizational coaof]i
which inhibits the pursuit of conditions of effiogy; the withdrawal of economic value flows, whieh
duces the internal resources available for growtid dhe attractiveness of the firm to capital supidi

the heightened dynamics of the sector, which irsgedhe risk from competitors; uncontrollable marke

dynamics, which increases the demand risk for petedand the supply risk of resources; and the laick

control of productivity.

These considerations indicate that managemengrmihg the objectives function that guides thetstra

gic process toward the achievement and maintenahdbe conditions of endogenous and exogenous

teleonomy, must be focussed on:

- value based management and activity based managemguoarantee the suppliers of capital ade-
quate volumes of shareholder value, while maintgjrthe teleonomic conditions that allow them to
benefit from adequate volumes of financial flowsdeel for growth;

- knowledge management, in order to favour an orgaitinal behaviour that is informal, motivated,
efficient and open to learning on the part of abmbers of the organization; this allows the firm to
maintain the teleonomic conditions of organizatiolearning which are indispensable for dealing
with the growing complexity;

- total quality management to guarantee the maximataevfor clients and the market in order to
maintain the conditions of exogenous teleonomytedl#o the appreciation of and trust in the com-
pany;

— community management and social accountability thetrantee value for the entire group by aug-
menting the conditions of exogenous teleonomy dirikethe stable trust that ensures sustainable
growth.

Against this conceptual framework the study propdeesxamine how the above-mentioned modern ten-

dencies of management can be brought togethersingle approach that also provides the available in

formation and operational instruments — among whike planning approach that focuses on the integral
growth of the organization, social accounting ahd tise of performance indicators — that revealstiate

of the conditions of teleonomy.

1 — Capitalist firms and the conditions of endogengs teleonomy

In a financial economy and in firms, large-size@®im particular, the separation of the owner-
ship of capital from the control of the company hasady been under way for decades, as Adolf
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Berle and Gardiner Means (1932) thoroughly docueterttack in the 1930s. By adopting a
managerial governance and giving positions to dapabd prestigious managers firms survive
for an indefinite period as instruments that predaa equitable and satisfactory return to risk
capital (equity and debt). This explains why mamaget must set a “profits objective” (which
was also the case with “family-run enterprisest to gain personal enrichment but in order to
preserve the risk capital and grow it over timethiis sense firms can be viewed not only as pro-
ductive (of utility) and economic (of value) transhers but also as financial transformers that
transform capital raised as equity and debt intmpctive investments that produce an operating
income that can guarantee adequate levels of reyamerest and dividends (Mella, 2008).

Firms that follow this approach can be defined agitalist firms and viewed as permanent
productive organizations with a portfolio of busiees that accept the market risks and meet the
monetary needs deriving from their investments igaimrough equity capital supplemented by
loan, or debt capital.

In this sense the capitalistic firm (Gazzola, Megll@04) can be described as:

— a productive organization that transforms utilgice it carries out a productive transforma-
tion of factors (QF) into production (QP);

— a business organization, since it is preordainetket@lop an economic transformation of val-
ues by selling its production, QP, in markets atqs, pP, at least equal to the unit average
cost of production, cP; if it is preordained to glypts production without a price, or if it re-
covers only a share of the production cost, ith®-dusiness;

— a profit organization: if the operating logic ofetlbusiness organization is to achieve the
maximum economic efficiency by seeking {[max](pPyre®}, then it becomes a profit or-
ganization; if, instead, the operating logic ofptecesses is to achieve {{min] (pP — cP) > 0},
then it becomes a non-profit (not-for-profit) orgaation;

— a capitalistic enterprise, if the profit organipaticarries out a financial transformation, in the
sense that the firm finances its economic procesgbsexternal capital in the form of Equity
[E] and Debt [D], forming the Invested Capital @D + E);

— an economic social actor, in the sense that itfextes and interacts with a set of external, or
institutional interlocutors, or stakeholders — m ethical, social and political (ethical) envi-
ronment — which influence the organization’s stuuetand processes through a system of
corporate governance.

Once they have grown large enough and completethittephase of Greiner's model (1972,
1998¥, which entails the separation of the ownershipagital from management, firms can be

3 Greiner (1972) has presented a model in which roptess extensive periods of “evolution” — durimgich the organizational
rules are relatively stable — are interrupted tvélutions”, periods of serious disorder in thadiioning of the organization.
The model was completed by Greiner's 1998 workgckviaidded a further development phadee further growth of the firm re-
quires re-combinations with other organizations I{&)ePellicelli, 2008) in order to form strategigraements (Pellicelli A.C.,
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considered teleonomic organizations according tonddts definition (1971) where the
teleonomic plan necessary for surviving indefinitisl to guarantee an adequate profit and a suf-
ficient degree of liquidity for the invested capitand to satisfy stakeholder expectations (and
constraints).

We define endogenous teleonomy as the firm's bebha@imed at satisfying its shareholders
and other internal stakeholders, and exogenousreiey as any action it takes to satisfy its ex-
ternal stakeholders.

This scenario of the large managerial capitalitio produces a new managerial teleonomic
approach: Value Based Management, according tohaifirm's management allows it to sur-
vive as an organization if it focuses on producuadue for the entrepreneur and shareholders
through a process that grows and develops its bssas rather than through immediate returns
for equity capital. Management's actions are airaedreating value for the entrepreneur or
shareholder by guaranteeing profits that exceedofiportunity cost of the capital or, equiva-
lently, the return that is judged equitable orsging to the providers of equity capital, sincesit
greater than the return from alternative investmefitequal risk. This is equivalent to producing
shareholder value as an increase in the valueedérttire firm.

2 — The creation of value and Value Based Managemen

Value Based Management (VBM) is the set of manageémmethods and techniques held to be
effective in guiding the firm's processes toward theation of value for shareholders by making
sure management decisions are in line with theraste of the shareholders. VBM provides a
framework of reference to unify the principles tigaide the decisions in the key sectors of the
firm: strategy, finance, allocation of resourcegasuring performance, management incentives.
It thus reduces conflicts among the various fumeticareas of the firm, each with their own in-
termediate objectives that often are not only déifie but also in conflict.

Value Based Management is not a new managememtigeehbut the conscious, systematic,
prevailing application of a set of traditional medis directed specifically, as a whole, at maxi-
mizing the value created for shareholders, dirgatiacisions not so much toward the production
of profit as toward the production of profitabiliyhile at the same time controlling the processes

2004), complex, functional or conglomerate grow@wsl mergers and acquisitions that can lead to bssinetworks and to virtual
or holonic organizations (Mella, 2005).

* The concept of survival as a teleonomic plan foihang organisms, and thus for productive orgaations, comes from Jacques
Monod (1971, p. 25), where he stat§s:.] one of the fundamental properties of all ligrorganisms, none excluded: the fact
they are subjects with a plan which is represeiettheir structure and at the same time achieveduph their actions [...] we
shall say that living organisms differ from all sttures of any other system in the universe thémkhis property, which we
shall define as teleonomy [...]"

® The stakeholder concept was developed and chaegiby R. Edward Freeman in the 1980s. It is a theborganizational
management and business ethics that addresses modavalues in managing an organization (Free2@08).
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involving the economic transformation of costs imtiices and capital investment (Pellicelli,
Mella, 2008).

In fact, the spread of Value Based Management kas belatively recent. Only from the
1990s onward have many large firms turned to thémagerial technique, developing the eco-
nomic measurements for the production processeghenéfinancial measurements for business
investment, according to the rational methods teed tested by management science, with the
“awareness” that management must produce a medeswafibet in terms of the increase in the
value of equity in general, and in the value ofrekan particular.

“Value Based Management is the recognition thatedt@der value is the result of the thou-
sands of decisions made by individuals in an ent&every day. Shareholder value is created,
or destroyed, one decision at a time. This is titeeal perspective that is necessary for corpora-
tions to consistently grow shareholder value” (8en1988, p. 10).

The feature that distinguishes this approach froafitporiented management is that it con-
siders every decision — strategic, tactical orireut every relation with the external and internal
environment, every technique to measure and imterem the fundamental economic and finan-
cial variables to be directed at the creation dfi@dor shareholders.

The most well-known definitions of VBM reflect thégoproach.

According to Mc Taggart, Kontes and Mankins (1994345), VBM “is a formal, or system-
atic, approach to managing companies to achievgdkierning objective of maximizing wealth
creation and shareholder value over time”.

For Arnold (2000, p. 9), “Value-based managemerd imanagerial approach in which the
primary purpose is long-term shareholder wealthimepation. The objective of a firm, its sys-
tems, strategy, processes, analytical techniquermance measurements and culture have as
their guiding objective shareholder wealth maxiriad.

In even more operational terms, Morin and Jarr@D(2 p. 28) emphasize the twofold inter-
pretation of Value Based Management: VBM “is botbhdosophy and a methodology for man-
aging companies. As a philosophy, it focuses onowerriding objective of creating as much
value as possible for the shareholders. ... Asthodelogy, VBM provides an integrated frame-
work for making strategic and operating decisions”.

A consistent number of firms have reported obtgramotable increase in shareholder value
from VBM, which has led to the spread of this tague.

This success occurred at the end of the 1990s, theea was strong growth in stock markets
and national economies were able to absorb withmutmuch disruption the restructuring dic-
tated by stringent rules, such as the abandoningntdrprises or projects that did not create
shareholder value (Pellicelli, 2005).
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3 — Value metrics and key performance indicators foshareholder value crea-
tion

The Mella model (Mella, Pellicelli, 2008), whichews firms as systems of efficient transforma-
tion, is particularly suited to represent the VaBased Management approach in capitalistic
firms.

We can examine how this model (presented in Figyreperates from various points of
view.

We can read the model from the top-down:

a) an enterprise develops a business idea andjeohatsis of external information, produces a
business plan containing the strategy for its im@etation, the forecasted product value, the
productive processes and the required capitalptigness transformation transforms busi-
ness risk into strategic actions and plans to cautythe business in a way that satisfies the
Managerial Objectives (MO) and the stakeholder abjes (environmental objectives); the
value of the business and the Economic Value AQBE®®\) produced is quantified;

b) returns held to be fair and satisfactory areciéigel for capital suppliers: “ce” (cost of equity)
and “cd” (cost of debt), and the maximum wacc (&g average capital cost) to sustain the
production of value is determined;

c) the managerial transformation translates thénkas plan into operational plans that quantify
the factor requirements to carry out productiord Hre relative prices and unit costs; d) pro-
duction costs are determined along with sellingg®ithat can cover these, while guarantee-
ing an adequate roc (return on cost) to producdets of roi (return on investment) and
roe (return on equity) deemed necessary by thenessitransformation, taking into the levels
of rod (return on debt) and the optimum finanoésddr;

e) this data is used to quantify the invested eapéquirements, and the shares covered by E and
D (equity and debt, respectively) are determinied;actual value of wacc is calculated;

f) capital is raised and invested capital, Cl,asrfed; this is a condition for achieving the eco-
nomic transformation;

g) the economic transformation produces value far tlient (maximum quality/price ratio),
thereby obtaining the operating income (Ol) thatsed to repay the debt and equity;

h) the three indicators for the efficiency of tlmahcial transformation, roi, roe and rod — which
are the basis for the calculation of EVA and Ecomowfalue of the Firm (EVF) — are com-
pared to the managerial objectives to check traldhels of EVA and EVF perform satis-
factorily in the business transformation;

i) Value Based Management acts at the manageaasfiormation level, since it must translate
strategic inputs and the desired value performamoea coherent organizational system that
can be achieved by and function through ascertinatue drivers and be continually moni-
tored. A bottom-up view of the model reveals tha productive, economic and financial
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transformation are instruments for the businessstaamation, whose efficiency is measured
by its capacity to produce value in terms of EVA &VF.
Figure 1 — The firm as a cognitive system for gffittransformation
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The only approach possible for capitalistic firrmgo continually increase business perform-
ance, and thus to increase the value producedeiiiire strategy must be directed at the produc-
tion of value.

For this reason the fundamental business objectiegsesented in the model by MO, are
typical objectives of financial efficiency; that ihey:

— balance the financial structure: der objective;

— optimise the cost of equity, “ce”, and cost of gébtl”, and thus reduce wacc, the fundamen-
tal driver of EVA;

- in short, try to achieve a roe > ce that produbeseholder value;

— set appropriate roi objectives to sustain the prodn of value.

The portfolio strategies, along with the objectied€€VA and EVF they seek to achieve, be-
come the inputs for the managerial transformati@t &ims at organizational efficiency by trans-
forming the strategies into achievable plans amgjfams and monitoring their actual attainment
as a condition for the achievement of the desiegdls of value production.

Mella's model allows us to make the following hypegtis regarding endogenous teleonomy:
the endogenous teleonomy of the firm as a permgmeatuctive organization depends on the
ability of the business transformation — and ondtieer transformations subordinate to this — to
create businesses able to produce shareholder. value

Exogenous teleonomy is the precondition for alduiesing exogenous teleonomy — which
will be examined below — since it depends on theachy of the business transformation to sat-
isfy the needs of the internal stakeholders throaigladequate externalization of the value pro-
duced.

Limiting ourselves now to the conditions of endoges teleonomy, we note that the produc-
tion of value implies a careful evaluation of thesimesses, and the strategies for realizing these,
in order to ensure they are able to achieve andtaiaiover time the necessary economic flows.

In particular Asworth and James (2001) distinguigtween four levels of evaluation of a
business, for each of which they identify the fetaindicators and show what actions influence
choices and behaviour, and thus the implementafidfalue Based Management.

The first level, the evaluation of corporate mamaget, is the group of people responsible
for strategies and who thus set the immediate tbgof the creation of shareholder value. The
Total Shareholder Return (TSR) is the most usedevaletric.

Descending down toward the key performance indisatthe second level concerns an
evaluation of current strategies, and thus thegmtegalue of the enterprise. “In this way strategy
can be cascaded down the company to operationelsleBy taking a financial perspective the
corporate strategy can be evaluated by adoptingévaetrics’, and then familiar measures cas-
cading down can assess the performance of opesatioanagers”. For instance, the Balanced
Scorecard (Kaplan, Norton, 1996) summarizes fir@ranid non-financial performance indicators
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based on the four performance perspectives: fiahncustomers, internal business processes,

learning and growth. “There is no perfect perforoeameasure. Much will depend on objective

and the timescale. Percentage measures encouhagje @eturn and are helpful for comparisons;
value measures encourage growth and are helpfaaifget setting. Short-term measures are ap-
propriate for monitoring operating performance;gdarm measures are appropriate for strategy
development”. (Hennel, Warner, 1998, p. 104). Th&llBusiness Return (TBR) is the most ap-
propriate value metric.

The third level concerns an evaluation of the bessnunits. Economic Profit (EP) is often
chosen to measure the value created by the businégss(or by the divisions) in a given period.
Although adjustments need to be made, EconomidtRiant easily be calculated by the account-
ing experts.

At the last level the key performance indicators tire value metrics for the functions and
processes. “This stage requires a sound understanflthe main drivers of value and their con-
version into meaningful performance targets thatlma used in practice by business units, func
tions and processes within the entire organizat{@&whworth, James, 2001, p. 64).

According to Ashworth and James, apart from the obsapital and the time period used to
calculate cash flow, only five value drivers inflwe a strategic plan: 1) rate of sales growth
(volume); 2) improvement in sales margins (pragiles revenue); 3) reduction in capital em-
ployed in fixed activities (fixed assets in thedrale sheet); 4) reduction in circulating capital; 5
reduction in taxes (tax management).

A successful Value Based Management requires a”;naapame of reference that associates
the various indicators with particular units, tHereacrificing an in-depth theoretical analysis for
greater simplicity. For example, the schema usedtulever (Figure 2) links the four levels dis-
cussed above and indicates the value metrics tr leael.

1) For the corporate level Unilever used the Baddn8corecard to evaluate strategy, since this
technigue reveals which actions are necessaryetmteevalue; these actions are divided into
the following fields: financial, actions toward ¢osiers (customers), actions involving inter-
nal management processes (process), and humamaesdgpeople).

2) The second level concerns measures for evatu#tie results of strategies at the corporate
level, and thus also measures to evaluate top ream&ag. Unilever uses two overall meas-
ures: TSR and TBR. The financial section of théaBeed Scorecard (the instrument of
analysis used at the first level) is linked to théso corporate value metrics. EVA is used as
a measure to evaluate business units at the coedexeel.

3) The third-level value drivers are connectedasit operational processes: sales volume, profit
margins (profits/turnover), fixed activities andatilating capital derive from managing sales,
production and capital. The EVA of the single besm unit depends on the trends in these
processes.

tconomiaAziendale?? 0% ah - © 2003www.ea2000.it 117



credit (extensions granted).

118

Gazzola P. — Pellicelli M. — The corporate resploilisy report between private interest and colleetwelfare

Figure 2 — The structure of the indicators in Uniée's Value Based Management

PROCESSES
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VALUE
PROFIT WORKING FIXED
MARGIN VOLUME CAPITAL ASSETS DRIVERS
KEY
SALES MARKET STOCK UTILISATION PERFORMANCE
PRICE SHARE TURNOVER INDICATORS
DEBTORS
(DAYS)
COSTS % GROWTH CREDITORS CAPITAL
(DAYS) EXPENDITURE

Source: adapted from Ashworth, James (2001, p. 68).

The fourth level concerns the indicators connedtethe basic activities of each business

unit; at this level value drivers and key performanndicators come together. The operational
activities are the source of value. Value driveengl KPI are associated with the results of these
activities. Sales volumes (value drivers) dependhe market share and rate of growth in sales
(KPI). Profit margins (value drivers) depend on thiference between selling prices and costs
(KPI). The contribution of the fixed activities dapls on their cost (investment) and degree of
utilization. The circulating capital employed degsron inventory rotation (and thus on inven-
tory levels), the payment period for supplierstéesions obtained) and time period for paying
Acting positively each of the key performance indicators im-
proves the value drivers of the single business Uiie value created by the various business
units together determines the overall value offiting's strategies as measured by TSR and TBR.
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4 — Activity Based Management and the Knowledge Bad View

Activity Based Management (ABM) has shown itselb®one of the most useful instruments for

Value Based Management.

ABM can be defined as an accounting-managemengraysased on the principles of Activ-
ity Based Costintwhich seeks to construct a system of informatiod metrics — by combining
economic, financial and operational information @tbprocesses — to continually monitor the
processes for the production of value and the iiesvthat make up such processes in order to
allow management to achieve levels of excellencéoum areas which are fundamental to the
production of value:

- total quality, for excellence in products andveess;

- continual improvement, for excellence in prodoctprocesses and the elimination of waste;

- efficiency through the elimination of activitiéfsat do not produce value, in order to achieve
excellence in quality and costs;

- the total involvement of human resources in adhge excellence in innovations and crea-
tivity, both to improve quality and increase protivity

ABM tries to impact each of the activities that negent the typical processes in the value
chain and to optimise the scope of these activagea function of their utility in the composition
of the product and its marketing; above all, iesrto reorganize the activities so as to minimize
their costs and thus the production costs. ABM tbresents itself as a cost management system
based on ABC.

The process to create an ABM system can be sumediainzeight logical steps:

1) examine the real need for the organization @ngk from a traditional costing system; this
step assumes Value Based Management has alreadyneeluced and that the need is felt
to produce value by keeping organizational acasitinder control, thereby triggering a proc-
ess of continual improvement with assessmentssoite

2) identify the production, activities, resourcespéoyed and the reciprocal causal and functional
relations;

3) map out the processes to identify the actividied their connections; the inputs and outputs of
each activity and process must be clearly specifisdvell as their causal links with the final
production;

4) gather data and the relations among the datdnéomapped activities so as to highlight the re-
lation between the input and output flows, the tn@guirements per unit of output, the ca-
pacity constraints for the factors, and the purel@ages and input values;

® The operational logic of ABC introduces the hypsiils that basic costs are in fact not directly fgmil by production volumes
but by the activities required for the productiangess that leads to final production and saleasThis proposed that the costs
of each of the activities that make up the producpirocess be calculated and that the costs of t#vities, as well as the costs
of the factors directly employed, such as materals direct services, be allocated to the products.
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5) construct an ABM simulation model that enablests, revenues and results to be calculated
by appropriately scheduling the flows;

6) test and validate the simulation model; the ltesabtained must be congruent with the histori-
cal data even using different methods;

7) interpret the results in light of the hypothesssd in the model to carry out the simulations;

8) adopt the ABM model and use it in all ways tie useful to Value Based Management.

Moreover, Value Based Management requires orgaoirdtcohesion and internal and ex-
ternal communication processes on which the Knogédglased View is based.

A communications campaign is needed to spread rineiples of VBM throughout the or-
ganization. Some concepts are complex, and if éheyot adequately understood at all levels of
the organization that must implement them the ngessall be lost (Pellicelli, 2005).

To be effective VBM requires a change in culturalatevels of the organization. The focus
of VBM should be on the why and how of changing ¢bgoorate culture. VBM involves chang-
ing the whole culture of a business, so that valeation becomes the guiding motivation at
every level, and for all aspects of corporate @gtifrom strategic planning to operational deci-
sion making. “When VBM is working well, an organiiman’s management processes provide de-
cision makers at all levels with the right informoat and incentives to make value-creating deci-
sions” (Koller, 1994, p. 89).

Communications requires precise planning and isipdo each level of the organization
(Hennel, Warner, 1998; Ashworth, James, 2001, Ka@bd0): 1) top management decides on
the “key measures” to apply to the businesses #atsghe communication process; 2) senior
management translates the objectives of VBM intmag 3) operational management plans the
communications process that spreads the princgdl&&lue Based Management throughout the
organization.

5 — The interests of shareholders and the social e xt

Though firms are instruments for satisfying thesrasts of internal stakeholders, they operate in
a social context where there are numerous econmt@ests represented by the external stake-
holders; are not only systems for the productiomadfie but economic actors as well that always
operate within a network of multiple relations witther economic, political and social actors:
from shareholders to managers, workers to custQraeppliers to partners, trade unions to pub-
lic authorities and society in general. In thiswak of interconnections they themselves be-
come social and political actors.

More specifically, firms, even smaller ones, arbjsct to the constraints imposed by interna-
tional organizations (antitrust laws) and centradl docal governments, as well as the pressures
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from society. Firms are thus obliged to accounttifieir actions as well as their intentions, not
only in economic terms but also in terms of theewigocial and environmental context.

There has been a development of stakeholder thebigh states that management must not
only consider the interests of shareholders butchefar conditions of exogenous teleonomy by
identifying and satisfying a vast array of stakeleolinterests.

As well as being systems for the production ougalfirms also are reference systems for
Corporate Social Responsibility (CSR) (De Bettigni2002); this shifts the focus from meeting
the expectations of stakeholders to the responaidieethical behaviour of firms, which thus ac-
quire social citizenship (Vaccari, 1998; Keeley3a8p

The social citizenship of the firm — which is basedthe awareness that economic farsight-
edness and social responsibility are not antitaetioncepts — expresses the commitment to cre-
ate well-being not only in the economic sense wéricial wealth but also in the wider sense of
social wealth or value for the environment (higducation levels, promoting the family by cre-
ating professional schools and nursery schoolsnptimg infrastructure, and so on).

In any event, even while accepting this enlargeivwwof the firm's role Value Based Man-
agement maintains its function as the producerabfesfor external stakeholders as well; in fact,
VBM does not neglect the many needs of the extestaleholders but, by giving preference to
the conditions of endogenous teleonomy, recogrtizegpriority of the shareholders' interests in
their capacity as internal stakeholders, on thalitimm that the interests of other stakeholders
must be satisfied.

There are two different though complementary conedgdevels at work here (Argenziano,
1967): satisfying the interests of the externdkedt@lders becomes a condition, or constraint, for
management in trying to maximize shareholder value.

6 — The conditions of exogenous teleonomy

Having shown that productive organizations not amyoy endogenous teleonomy — by satisfy-
ing shareholder interests — but must also try toea® the conditions of exogenous teleonomy by
producing and distributing value to the externaksholders, thereby continually renewing the
production, investment and capital raising processe have also shown that the firm must al-
ways be viewed from an external perspective as amdl, as an ongoing entity, considered in
terms of its capacity to survive in the environmiénthich it carries out its institutional activets
and creates the conditions of exogenous teleonomy.
To further clarify the connection between endogesnand exogenous teleonomy we should
distinguish (Freeman, 1984) between:
— internal stakeholders, who act within the entegpggstem (for example, ownership, man-
agement, human resources);
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— external stakeholders, who exercise an outsideantie on the enterprise (for example, the
state, unions, public opinion);

— the primary stakeholders, who have a formal cotuedaelation with the enterprise (for ex-
ample, suppliers, workers and customers);

- the secondary stakeholders, who are all the otiigests and/or groups indirectly influenced
by the enterprise and who can influence or be emited by the firm's activities (for example,
the local community, mass media, universities, sman).

The maximum objectives set for the organizatiommsnstrumental system by all the stake-
holders can be defined as “institutional”. Firnas continue to exist only if they can satisfy the
institutional objectives, thereby maintaining tlenditions of endogenous and exogenous teleon-
omy.

Thus, satisfying the institutional goals does nalyygepresent a goal for managerial activity
but a condition for the longevity of the organipati

In order to achieve these institutional goals managnt must provide the firm with specific
objectives that represent an effective guide fal-goiented actions and which thus can be de-
fined as managerial objectives.

Thus, firms must also produce value for the exiepramary and secondary stakeholders by
favoring an increase in the collective welfare byisgying the needs of the stakeholders that rep-
resent the extension of management's range ofmsiplty (Coda, 1988a, 1985).

Since there are interactions and reciprocal infteebetween the stakeholders and the firm,
management must analyze objectives, resourceshengttategies of homogeneous groups of
stakeholders in order to assess their relevantteetirm and its capacity to mobilize other stake-
holders (Coda, 1988b).

7 — Customer satisfaction and Total Quality Managermnt (TQM)

In order to achieve and maintain the conditionsegbgenous teleonomy management must
choose a management model aimed at satisfyingrthey stakeholders — above all, the cus-
tomer — and therefore be directed at Total QuMignagement.

According to this approach, the concept of quaktyefined based on what the customer
wants and expects. Customer satisfaction is thectisg behind this philosophy.

Quality (Donabedian, 1980) is no longer viewedles énd point in a static context but as a
pathway of continuous growth in a dynamic context.

Every firm develops competitive advantages ovecdaspetition based on a global and co-
herent approach that involves all the organizatiuractions; the objective of a strategy based on
Total Quality is to satisfy all interested part(esistomers, suppliers and social groups, employ-
ees, management and shareholders). The firm'sitoigtmo longer only its product: it also pro-
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duces quality. Control must above all be carrigtian the process, not at the end of the opera-

tion: if the process is of high quality the reswitl surely be one of quality: if the process has

zero defects, so too will the product. The finahlity of a product depends on the level of qual-
ity of each sub-process that leads to the finat@ute.

The guiding values include:

- customer focus

— increased responsibility for collaborators and cardl improvement (introduction of teams
and work groups to solve problems, along with thastant improvement of products and
services)

— the improvement in the production process througbrous methods of statistical control
(not choosing suppliers on price alone but workaridp them in the field as well)

— redefining the supervising role and improving tlystem's capacity to improve equipment
and assist personnel (allowing supervisors to atdido management the problems to be
eliminated).

Quality control is no longer the prerogative ofimgte function but of the entire firm and its
customers, who continually redefine the standards.

From the organizational point of view, the reddfom of the standards in firms adopting
TQM is carried out by the operational nucleus, ot only controls the standards (which pre-
viously were entrusted to managers and controllarslso contributes to their definition. What
remains to the quality function is only to determsirategies for quality policies.

From the systems point of view, in addition to regafeedback, which reduces waste, a
self-observation process is set up which provigesiiback standards evaluation: a second-level
control system that represents the capacity foticoal learning.

From the point of view of task organization, thessnsystem relies on human capacities, mo-
tivation and the ability of the personnel (Dixo994).

From the point of view of human resource managemeniust take into account the need
to: train personnel, transfer decision-making poteethe operational area, develop teamwork
and motivate the personnel.

TQM manufacturing organizations, in order to maxentihe effectiveness of this managerial
approach, engage in a pull production that prodoodgs that which has already been sold to the
customer by the sellers, who are in continual antath the production process (Christopher &
Payne & Ballantyne, 1991): instead of coming frolanping — according to the traditional push
approach — the production are dictated directlyngymarket (Deming, 1986). This has the fol-
lowing consequences:

— the delivery time (the time between the order ametivdry to the customer) is reduced,
thereby increasing satisfaction
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— the lead time (the time between the inflow andloutfof the inputs, or the production proc-
ess time) is reduced, thereby increasing efficiency

— the level of inventories is reduced, thereby lowgriheir cost: warehouse, management,
workers)

— the pace is dictated by the market; thus thereeiatgr adaptation to the environment

— reduction in inventories = quick error detectioniethotherwise might be warehoused and
discovered too late, thereby compromising the emiroduction.

Figure 3 — The relation between investment in qualnd the loyalty-reputation variable

investments o|investments in pro-
in quality |Cash flow } " | ductivity

| proflts revenues — (variable costs + fixed costs)|

. . labor productivity
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L» | functional quality sales\volume unit material consumption ol
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of company offer
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Source: Gazzola & Mella , 2006.

Generalizing, the principles of TQM (Hakman & Wagam1995) are the following:
— Process orientation (JIT, process and input quajitglity circles)
— Customer focus (comakership and research, satmfiact
- Involvement of operational nucleus (quality cir¢leaining)
— Continual improvement (quality circles, statistica@truments and control mechanics)
The ultimate aim of the TQM approach, improving @atitiveness, is achieved by improv-
ing customer satisfaction through the best posgitiduct quality (Invernizzi & Molteni, 1992).
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Every investment in quality (figure 3) is, in faan) investment that allows the organization to
maintain the value-loyalty-trust trio from the matkwhich is synonymous with reputation (Gaz-
zola & Mella, 2006).

8 — The connection between endogenous and exogentalsonomy: Corporate
Social Responsibility (CSR)

We have tried to show how the firm as an open sydiecomes an actor in a broad system of
dynamic and complex relationships.

The European Community Commission Green Book deflD&S.R. As “the voluntary inte-
gration of social and environmental concerns ahdirinto their business operations and their re-
lationships with the interested parties” (Green IB&9D01).

A socially responsible company is one that:

— obeys the laws;

— carries out its decisions taking into account ehi@lues in full respect of individuals, the
community and the environment;

— is particularly interested in the welfare, safatg aignity of its workers and collaborators;

— fights against corruption of whatever type;

— pays maximum attention to problems in the commuhityperates in.

The social responsibility of a company (Carroll 919 which leads to the reconsideration
and even the redefinition of the relation betweénice and economics (Ferraris Franceschi,
2002), spurs companies to seek ways to link efimyeand economic value with non-economic
values that society considers to be fundamentedmRhis viewpoint the possibility for the firm
to integrate ethical aspects into its activitiesdmees the main topic of debate, which goes back
to the old question, as open as it is difficultnoerning the relation between ethics and corporate
decisions (Maggi, 1992).

Along with dividends and economic value, firms begng asked to provide social responsi-
bility. The firm must be recognized as sociallggensible regarding important issues such as its
dominant influence, transparency, the respect fioonties, the environment, human rights, the
respect for diversity, compatible growth, philaofby, social solidarity, honesty and ethics
(Hinna, 2002).

Being socially responsible means not only fullyisging its legal obligations but also going
beyond these to invest “more” in human capital, éheironment, and in relations with the other
interested parties. The application of social rothmat go beyond the basic legal obligations —
for example, in the areas of training, working datinds or the relationship between management
and staff — can, for its part, have a direct impacproductivity. A way is thus open to allow the
company to manage change and to reconcile sociala@ment with greater competitiveness.
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This concept of social responsibility, which sees firm's contribution to social welfare as a
duty, entails a view of the firm that underscotes éxisting conflict between this responsibility
and the goal of companies: to make a profit.

In reality, social responsibility should not bewet as an obstacle to making profits; rather,
some firms that have achieved good results in do&bkor environmental protection sectors indi-
cate that these activities can result in bettefop@ance and generate higher profits and growth.
In this regard, it is particularly interesting taderscore that, on the one hand, social responsibil
ity does not necessarily imply a positive correlatwith the firm's performance, and on the other
that this correlation can occur if the right orgaational conditions exist (Molteni, 2004).

For many firms social responsibility representsesvriield of activity that requires a long-
term assessment.

The economic impact of the firm's social respotigybtan be divided into direct and indirect
effects.

Positive direct results can derive, for examplenfran improved workplace environment that
translates into greater commitment and productifridyn personnel; or they can derive from an
effective management of the firm's natural resairce

Moreover, the indirect effects are the result @& ¢nowing attention of consumers and inves-
tors, which will broaden the firm's possibilitiesthe market.

Conversely, a firm's reputation can often suffee ¢l criticisms regarding its business prac-
tices, a situation that can have harmful effects dinlm's trademark or image.

Despite the different definitions we can give te ttoncept of social responsibility for a firm,
there is nevertheless a common denominator tof #iflese that is based on the firm's behaviour;
we can thus define as a socially responsible fima that, while managing its business opera-
tions, also controls and continually improves thiéel's social and environmental effects.

A fundamental feature of social responsibilityhs tontinuity in the commitment to improve
the quality of relationships with those subjectareected to the firm (Casotti, 2005).

There are many factors that contribute to the diwmiutoward the social responsibility of a
firm:

— new concerns and expectations of citizens, consnperblic authorities and investors in
light of large-scale globalization and industri@nsformation;

— social criteria that increasingly influence the @stment decisions of individuals or institu-
tions, both as consumers and investors;

— growing concerns about environmental deterioratioa to economic activity;

— the transparency of a firm's activities broughtwtdy modern means of communication and
information technology.
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9 — Socially responsibile behaviour and sustainablgrowth

The behaviour of a socially responsible firm cagesrder trust by optimizing the effects of the
firm's operational behaviour, thereby gaining coissis and benefits.

Along with the hypothesis of endogenous teleonomgsgnted in section 3, we shall intro-
duce the following hypothesis of exogenous telegndie exogenous teleonomy of a firm, as a
permanent productive organization, depends on @padty of the business system to engender
trust in the external stakeholders, in particulsstomers.

Improving the image and reputation of the firm gamith its social responsibility contributes
to creating trust and has a positive impact onticela with those groups or individuals the firm
deals with (Gazzola & Mella, 2004). Consumers l&ely to reward firms that support just
causes; the socially responsible firm that engentleist attracts investors, giving them incen-
tives to risk their capital in the business transfation proposed by management.

By moving away from an approach based only on $iwdder value and toward one that bal-
ances the firm's business operations with extemeatests, the quality and business competitive-
ness of the firm is increased; a socially respdadibm reduces the costs from conflicts of inter-
est thanks to a general involvement in its acasiti

The adoption of socially responsible practices appears to sacrifice profits; in reality it
indicates the way to long-term profits for a firhat has solid foundations.

The recent evolution in the role of companies ledstd the recognition of a social and envi-
ronmental aspect to their activities which obli¢fesm to seek sustainable growth and not one “at
all costs”; this requires that they modify the ogpicof growth and its sustainability.

Sustainable growth is “growth that can satisfy nleeds of present generations without com-
promising the satisfication of the needs of futyeeerations” (Brundtland, 1987).

Sustainable growth does not represent an optionshither a necessary condition for suc-
cess in the medium-long term; social responsibdégomes an important strategic factor (Clark-
son, 1995).

Along with the conditions of exogenous teleononmmgwgh and development must be com-
patible with the needs and expectations of theecbility: consensus and social legitimization fa-
vor the conditions of trust necessary to achiewmiegs and competitive advantages (GBS;
2001).

Finally, we must point out that the firm, as a abeigent, must engender trust by basing its
own growth on an ethical behaviour (Crivelli, 200d)eating and managing its businesses so as
to improve its economic performance while at theedime protecting the natural environment
and promoting social justice (Borzaghi, 2003; Ca®asavola, 2001).
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The corporate balance - drawn up based on a fiakapproach -, as clearly shown in the
“Sustainability Reporting Guidelines” in the "GldlReporting Initiative” ,cannot by its own na-
ture identify and point out the many ways in whitcms influence the environmental and social
ecosystems they operate in, beginning with theafigeuman, natural and capital resources and
the creation of value.

The European Commission has asked all the largesfitsted in the Triple Bottom Line Re-
porting (Elkington & Fennell, 1998) to communicadkeir economic, social and environmental
performanc@to the shareholders, supplementing the econorpieca®f their management with
the social and environmental ones (Bennet & Jadf#39), to the benefit of the relationship with
their stakeholders and the markets.

The spread of economic prosperity, environmentallityuand social justice are the pillars
that support both the creation of corporate valgeld on the “triple bottom line” (Warren, 1999)
and the conditions of exogenous teleonomy in firms.

10 — The corporate responsibility report for endogeous and exogenous teleon-
omy

To incorporate social and environmental concertestimeir activities firms can go down the road
that involves assuming new responsibilities, thgréémonstrating that they have placed at the
top of their list of priorities people, their vakiand the respect of their rights. In this sense w
speak of ethical capability, which is understoodhes capacity of a firm, or its organization, to
identify and effectively and efficiently respond tfee ethical problems presented by the global
context. However, the ethical and moral value$irais must not be confined within company
walls as abstract declarations of principle; otheewhis would take away from the reason behind
their formulation: there must be a shared relatgmnsvith the individuals and groups the firm
deals with through a daily and credible commitm#nat results from appropriate managerial
choices and a business system organized to that end

There is no conflict of interest between privatieiast and concern for others. A virtuous life
is the best life not only for others but also foeself. This is the core meaning of the ethics of
the common good. The common good is not merelystime of the advantages for the various
classes of stakeholders (Zamagni, 2005).

The need thus arises for the firm to communicatenake its actions visible to the outside,
and as a result to obtain social legitimizationtfase actions.

Until several decades ago it was thought suffictentommunicate the data concerning the
economic and financial trends of a firm's managdnteday, instead, there is a general interest

" www.globalreportinginitiative.org
8 Comunication 347, July 2, 2002.
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that is revealed not only as the sum of the expieawmof the individuals with whom the firm has
direct relations but also as a collective interest.

The acceptance of stakeholder theory (Freeman,) 18&meant that firms have had to rede-
fine their competitive strategies and the way thr@nage social and environmental issues, since
these are evaluated by shareholders and deterroimenbw groups of subjects judge the firms
legitimization. As a result outside communicati@presents an important opportunity for the
firm to increase its social acceptance and offeown point of view, supported by information
that, as much as possible, is understandeable;totgie@nd verifiable.

The growing attention of firms to achieving orgatianal growth and continuity while re-
specting the environment in which they operateggadrding work and human needs as well as
satisfying the expectations of all the social agttias led them to behave in a way that is consis-
tent with ethical and social values and to devehdprmation and outside communication meth-
ods that underscore their commitments and achienemeln recent years firms have supple-
mented their financial year end accounts with gestant that integrates traditional information
with other measures and indices, as well as enviemtal, ethical and social data: the corporate
responsibility report (Rusconi, 1988).

Firms voluntarily divulge information on their etial behaviour and their relations with the
social and natural environment because of the ddgas this brings in terms of economics, im-
age and credibility, which increases the globalgabf the organization. As it is a voluntary
document, there is at present no general and sstgtelard for its drafting; thus each firm can
choose the format that is closest to its situadiod size, choosing from the most common na-
tional and international models.

To respond to the new information needs of sodtetyas necessary to define the characteris-
tics of a social and environmental balance thaettoer with traditional informational tools, al-
lows firms to implement a strategy of widespread &ansparent communication capable of ob-
taining social consensus and legitimization, wtaoh at the core of the achievement of any other
objective, including earnings and competitiveness.

Drafting a corporate responsibility report (Rus¢dri96) means joining the pursuit of profit
with the collective interest; it is an index of gress on the communications front as well. The
corporate responsibility report must express andhbaiously reconcile the economic measures
and the quality of the relationship between thenfand its stakeholders, represented by the col-
lectivity.

As a communications document the corporate respititysreport (Catturi, 1998) has an in-
ternal and external validity that reveals how thenplex interdependence between the economic
and socio-political factors has become increasingbye uniform, punctual, complete and trans-
parent, deeply rooted in and consequent on theéssidecisions.

It seeks to achieve the following objectives:
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— give all stakeholders an overall picture of thenfg performance, thereby initiating an inter-
active process of social communication;

— provide useful information on the quantity and dyabf the firm's activities in order to
broaden and improve, even from an ethical-sociaitpaf view, stakeholder knowledge and
the possibilities to assess such activities andenagipropriate decisions.

In particular this entails:

— taking into account the identity of the firm and Walue system of reference, and how this is
reflected in business decisions, management belraara their results and effects;

— setting forth the objectives to which the compangommitted for its improvement;

— providing indications on the interactions betwedes firm and the environment it operates in;

— presenting a system of economic, social and enwiemral indicators;

— representing the added value and its allocation.

From the internal point of view this document hights the conditions of endogenous
teleonomy, taking into consideration the functiafsinternal management and mission rein-
forcement.

With reference to internal management the corpaegponsibility report, by comparing the
resources consumed (perhaps even destroyed) witreslults achieved, permits a careful reflec-
tion on the production processes and strategy flation, at the same time offering the possibil-
ity to verify the coherence between the activitieslertaken and those values that should inspire
the firm's operations, favor the involvement ofta# organization's actors, and thereby allow the
firm to strengthen its mission (Matacena, 2001).

From the external point of view the corporate resaility report aims to highlight the con-
ditions of exogenous teleonomy. The most importanttions are information and image man-
agement (Vermiglio, 1984). In fact, the corporasponsibility report is a useful instrument to
inform stakeholders about the firm's economic,acnd environmental performance, in order to
promote both the image and reputation of a firm haommitted to responsible practices.

Thus the corporate responsibility report must bg&ahld instrument that stimulates and
heightens the awareness of management in resppmsilduing an effective social role to con-
tinually improve company performance.

With regard to the firm's social responsibilityistclear that in this case we are not talking
about traditional corporate accounting, which igntyadirected at shareholders and whose sym-
bol is the year-end account. In fact, the accoimtpuestion must necessarily be economic, so-
cial and environmental, and from this viewpoinisiimed not only at shareholders but at all the
stakeholders.
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11 — The system of perfomance indicators that revethe conditions of teleon-
omy

Including a system of economic, social and envirental indicators in the corporate responsibil-
ity report allows firms to interpret the trendshiosiness operations that are relevant for the at-
tainment of the objectives. One of the tasks efrtfeasurement system is to orient and stimulate
behaviour that is in line with these objectives.

In order to interpret what goes on in firms we nmeshember that the satisfaction of the insti-
tutional aims is the condition that allows the fitmmachieve longevity. Firms can survive in the
environments they operate in if they can satisgrtbbjectives by maintaining the conditions of
exogenous teleonomy. The firm's endogenous tetagns, in fact, determined by the environ-
ment's capacity to maintain in existence thoseesystit considers useful. The firm's perform-
ance must be evaluated by considering its productission, taking into account its long-term
growth and, above all, the satisfaction of alhitain stakeholders (Freeman, 2003).

The achievement of the institutional objectivesuiegs not only achieving an economic equi-
librium and an adequate level of efficiency, bsioainanagerial effectiveness.

In order to measure social (Kaplan & Norton, 198&)formance (Clarkson, 1995) we must
insert indicatorSinto the corporate responsibility report (Larsirgd979) that allow us to meas-
ure the firm’s capacity to create well-being foe ttollectivity (Atkinson & Bunker & Kaplan &
Young, 1998) and to demonstrate the firm’s sodigityiby indicating, from both an internal and
external point of view, its capacity to achieveiaband environmental objectives (Ranganathan
J., 1999).

The internal performance indicators show the raétween the outcomes and the means util-
ized to achieve these outcomes (Haywood & Pickwdré88), with the aim of showing the con-
ditions of efficiency (Davis, 1991) needed to proglendogenous teleonomy: that is, the firm’s
capacity to produce an autopoietic behaviour bytinaally restoring the network of internal op-
erational and cognitive processes that characté@rildorngren & Foster, 1987). The level of
these ratios reveals the social role of the firmadresponsible citizen”, in using the resources
available to it in a suitable way to satisfy theditimate” expectations of its various interlocu-
tors.

The external performance indicators aim to exantireeconditions for the firm’s effective
performance in order to reveal the conditions afgenous teleonomy; here the firm is viewed as
an indicator of the capacity to survive in the eonment (Costanza, 2000) in which it operates.
Effectiveness is shown by the ratios between thgahcesults and the pre-established objectives
(Schalock, 1995). The more the result approachesitary value, the greater the firm’'s effec-

° European Environment Agency (EEA), Environmenigihals, Copenhagen, EEA, (200mjtp://www.eea.eu.int
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tiveness in pursuing socially useful objectives letdemonstrating its “social responsibility”
(Drucker, 1995).

These indicators are difficult to identify (Tenc&002) because we cannot universally define
the variables we need to consider. We must oftéimelspecific indicators (Edwards, 1986) to
summarize qualitative descriptions (Jones & Sad$94).

In order to ensure homogeneity and standardizg¢@mwen & Swift & Humphrey & Bower-
man, 2000) in the presentation of data and to keetabcompare the results of the various firms,
we should have a system of optimal indicators aatvdip a social statement (Perrini F., 2003).

The indicators should be determif®dn the basis of the various groups of stakeholdeds
adapted to the specific size and organizationalifea of the firm in question.

An initial group of indicators (Schmid-Schoenbein B&aunschweig & Oetterli, 2001) re-
gards the firm’s management, personnel policiescuraldity of work (Zeithaml & Parasuraman
& Berry, 1990). The main indicators in this groug:athe frequency of voluntary resignations,
the absentee rate, the movements from one worgaatéo another, the hours of internal profes-
sional training, the frequency of worksite incide@ind professional illnesses. We can also use
indices of employment segregation based on sexther words, for each job level involving
similar tasks we can calculate the proportion ohdie to total personnel. This value for em-
ployment segregation by sex can be compared tatbeage value for other firms in the same
sector. Another index of employment segregatioanggthe nationality of the employees.

A second group of indicators should concern theéaseeelfare of the area in question (GRI,
2002). To calculate this we can refer to the inthiccaof economic well-being and safety, and the
crime rate.

Finally, the indicators (Welford, 1996) regardirge trespect for the environment can more
easily be standardized and codified in a well-dafiand limited manner. Thus the indicators for
the firm’s respect for the environment (GRI, 200&e concise and simple, and more often than
not are based on certifications approved at themator supranational levels (Bailey, 1982).

12 — Conclusion: the indissoluble link between shaholder value and stake-
holder value

This study has tried to clearly present the coadgiof endogenous and exogenous teleonomy in
production firms that can represent a basis foerd@hing the management objectives function.

The capitalistic company's mission has always lieetreate shareholder value by seeking
ever higher levels of quality and efficiency, sugijpg the hypothesis presented in section 3,
based on which endogenous teleonomy depends otepaeity to create businesses capable of
producing shareholder value.
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We have tried to show that along with this miss®a connected one: to generate benefits in
favor of external stakeholders: work opportunitigsrectly or induced (components and services
for the firm, services for workers and their famedl) - the development and spread of knowledge
(scientific, technological, business, manageriafjaaizational, etc.), contributing to balancing
the national trade balance, generating tax revéouéhe state and local authorities, and so on
(Coda, 1998).

The firm appears as an economic social actor thatates in the ethical, social and political
environment it belongs to and with which it intéea@ot only through a system of physical,
monetary and financial exchanges but also througham and communication flows that pro-
duce knowledge, trust and reputation (Prahalad &4€6986; Harrison & St. John, 1998).

The second hypothesis introduced in section 9sstatdact, that the exogenous teleonomy of
firms — as permanent productive organizations -eddp on the capacity of the business system
to produce trust, to become the actor, engine aydf&ctor for an environmental development
capable of producing environmental and social valeninimizing the negative environmental
and social value from environmental damage. In,f#w firm's reputation as a social actor
emerges and is reinforced, and trust is engenderdte external stakeholders, precisely on ac-
count of a positive assessment of its capacityteract with the environment; on management's
ability not to limit itself to the growth of therfn but to produce an internal growth that can be
sustained along with environmental growth.

The assumption of social responsibility representtructural aspect in the life of the firm
which, in carrying out its typical production missj inevitably has an impact on a variety of
subjects for whom it can create or destroy value.

VBM proposes an appropriate system of economicfenashcial ratios and synthetic values
(EVA and EVF) to evaluate the extent to which tlwere@mic-financial objectives of business
and profit organizations have been met.

Nonetheless, these indicators do not permit usviduate the overall impact of a firm's
activities on the collectivity (Hill C. W. L., JoseT. M., 1992). For this we must produce a
corporate responsibility report (Wilson, 1999),caints objective is to indicate the value created
by investments in the social field (Vermiglio, 20@hd, more generally, the results of the firm’s
social and environmental policy.

The social report thus has the twofold advantageeofg an effective instrument for provid-
ing information on corporate policy (Gabrovec M&893) with regard to the optimal use and
safeguarding of human, natural and social resouadksving us to judge the social responsibil-
ity of the firm (Keeley, 1988), and for promoting anage of corporate management that gains
the consensus of the collectivity (Reumaux, 1916l @nhances the reputation of the firm, which
in turn is fundamental for ensuring greater publist (Zadek, 2001).

1 CSR in Europa’www.welfare.gov.it
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From this perspective the firm, viewed as an ecao@nd social agent, not only produces
economic value but represents a value for all thkebholders. In this manner the social responsi-
bility of every productive organization is reveal@EAN, March 2003).

We can understand the importance of maintainingla feputation if we interpret reputation
as an overall indicator of the organization’s qyaks an expression of its social value.

In conclusion, the quality of products and procsss#ich is fundamental for the creation of
economic values, is not in an of itself synonymuuih the quality of the firm when the latter
must be judged and appreciated for its social aswir@mental impact. Only by satisfying all
the stakeholders, internal and external, primaxy secondary, can the firm — understood as an
organization — have a long-lasting existence ascanomic institution destined to continue on.

References

Argenziano R. (1967),a pianificazione d’impresaJtet, Torino

Arnold G. (2000),Tracing the Development of Value-based Managenierdrnold G. and Davies M.,
Value Based Managemedbhn Wiley & Sons, Chichester

Ashworth G. and James P. (200¥plue based management. Delivering superior shddeinoalue Fi-
nancial Times, Prentice Hall, London

Atkinson A.A and Bunker R.D. and Kaplan R.S. anduvg S.M. (1998)Management Accounting. Una
prospettiva fondata sulle attivitdSEDI, Torino

Bailey K.D. (1982) Methods of Social Researchhe Free Press, New York

Becchi P. (2004), L’itinerario filosofico di Hansdas. Stazioni di un percorso, in Bonaldi C. (aaali)
and Hans Jona#,fiolosofo e la responsabilitéEdizioni AlboVersorio, Milano, [21-51]

Bennet M and James P. (1999), Key Themes in Enviemtal, Social and Sustainability Performance
Evaluation and Reporting, in Bennet M. James (a difSustainable Measures. Evaluation and Report-
ing of environmental and Social Performan&éeffield, Greenleaf Publishing

Adolf Berle and Gardiner Means (193Z)e Modern Corporation and Private Propertyarcourt, Brace

& World, New York, (Sec. Ed. 1968)

Borzaghi P.M. (2003) (a cura dBpcial Dialogue SEAN anno IV numero 6, luglio

Brundtland G. H. (1987)0Our common futureWord Commission on Environment and Development,
WCED

Caroli Casavola R. (2001), Mission di responsahiltanca Popolare Pugliesdilancio sociale 2000,
Facere Maxariam, Parabita

Carroll A.B. (1991), The pyramid of Corporate Soéasponsability: Toward the Moral Management of
Organizational StakeholdeBysiness Horizonslune-August.

Casotti A. (2005)La responsabilita sociale delle impreseSOA

Catturi G. (1998), Bilancio sociale e cultura aziale. Premesse e svilupfiuaderni Senesi di Economia
Aziendale e di Ragioneri&erie interventi, n.51, Siena

134 © 2003www.eazooo.itEconomiaf riendal a2'00an



Gazzola P. — Pellicelli M. — The corporate resploilisy report between private interest and colleetwelfare

Christopher M, Payne A. and Ballantyne D. (199R8|ationship Marketing Bringing Quality, Customer
Service and Marketing Togethd&utterworth-Heinemann, Oxford

Clarkson M.B.E. (1995), A stakeholder framework &oalyzing and evaluating corporate social perform-
ance Academy of Management Revjewlume 20, n. 1

Coda V. (1998a), Fisiologia e patologia nel finatsdell'impresaAggiornamenti socialimarzo

Coda V. (1988b)l'orientamento strategico dell'impres&ltet, Torino

Coda V. (1985), Valori imprenditoriali e successdl'tnpresa,Finanza, Marketing e Produziona. 2,
giugno

Costanza R. (2000), Visions of Alternative (Unpotalble) Futures and Their Use in Policy Analysis,
Conservation Ecologya peer-reviewed journal of integrative sciencd amdamental policy research,
http://www.consecol.org

Crivelli G. (2001), Global Compact, La responsahikociale delle imprese secondo I'OMatica ed E-
conomia Nemetria, n. 2

Davis T.R.V. (1991), Internal Service Operationgsatggies for Increasing their Effectiveness ana-Co
trolling treir Cost,Organizational DynamicsAutumn, , trad. italiana: | servizi interni: comégliorare la
loro efficacia e controllare i loro costi, in Prehii di gestione, vol. XIX, n. 5, 1993

De Bettignies (2002), Reviewing meaning and costextthe role of business in socieBroceedings of
the Launch of the European Accademy of BusineSsdrety Fontainebleau

Deming W.E. (1986)0ut of the crisisCambridge University Press, Cambridge

Dixon N. (1994),The organizational learning cir¢éMcGraw Hill, London

Donabedian A. (1980),he Definition of Quality and Approaches to itsesssnentHealth Administration
Press, Ann Arbor, Michigan

Drucker P.F. (1995Managing in a Time of Great Changead. Italiana (1996)1 grande cambiamento
Sperling & kupfer Editori, Milano

Edwards J.B. (1986) he use of performance measures, National Assoniati AccountantsMontvale,
New Jersey

EEA (2001), European Environment Agency, Environmental signalSopenhagen, EEA,
http://www.eea.eu.int

Elkington J. and Fennell (1998), Can business Isadatisfy the triple bottom lineEinancial Times
ManagementVisions of ethical business, London, Financiah&s Professional

Ferraris Franceschi R. (2002), Etica ed economiRitdsta Italiana di Ragioneria ed Economia Azienda-
le

Freeman R.E. (2003ptakeholder Theory and Organizational EthiBsrrett-Koehler Publishers.
Freeman R.E. (1984%trategic Management: a Stakeholder Approd&itman, London

Gabrovec Mei O. (1993), Il bilancio sociakmministrazione e finanza

Gazzola P. and Mella P. (2004), From value to “géaldrom the creation of the value of firms to sist
able growthEA2000.it n. 3/2004

Gazzola, P. and Mella, P. (2006), Corporate perémee e Corporate Social Resposibility (CSR). A nec-
essary choiceEconomia Aziendale 2000 we2i2006, at: www.ea2000.it, [1-22]

Global Reporting Initiative (2002%ustainability Reporting GuidelineBoston

Global Reporting Initiative (2006Rraft G3 GuidelinesGennaio

tconomiaAziendale?? 0% ah - © 2003www.ea2000.it 135



Gazzola P. — Pellicelli M. — The corporate resploilisy report between private interest and colleetwelfare

Greiner L.E. (1972)Evolution and Revolution as Organisations Gy¢¥BR, 50 (4)

Gruppo di studio per il Bilancio Sociale (200Ryjncipi di redazione del bilancio socigl&BS, Milano
Harrison Jeffrey S. and Caron H. St. John. (1998ategic Management of Organizations and Stake-
holders: Concepts and Casé&nd. ed. Cincinnati: South-Western. (01/02)

Haywood K.M. and Pickworth J.R, (1988), Connectirgductivity with Quality Through the Design of
Service Delivery Systems, in Thomas E.G., Rao @Rura di)Proceedings from an International Con-
ference on Services Marketing, Special Confererarées$ vol. V., Academy of Marketing Science,
Cleveland State University

Hakman J.R. and Wageman R. (1995), Total Qualitpagement Empirical, Conceptual, and Practical
IssuesAdministrative Science Qauteri0: [309-342]

Hennel A. and Warner A. (1998Financial Performance Measurement and Shareholdalu&/ Ex-
plained Financial Times Management, London

Hicks J.R. Capital and growthClarendon Press, Oxford, 1965

Hill C. W.L. and Jones T.M. (1992), Stakeholder-Agg TheoryJournal of Management Studjes 29
Hinna L. (2002), Le fasi e le valenze del procedisendicontazione sociale, in Hinna L. (a curagi#
lancio sociale: scenari, settori e valenze; moddilrendicontazione sociale; gestione responsaditi-
luppo sostenibile; Esperienze europee e casi aliaditore Il sole 24 ore, Milano

Horngren C.T. and Foster G. (1980pst Accounting: A Managerial EmphasRrentice-Hall, Engle-
wood Cliffs, New Jersey

Invernizzi G. and Molteni M. (1992)Analisi di bilancio strategica. Strumenti per vaut posizione
competitiva, vulnerabilita, patrimonio intangibjl&tas Libri SpA, Milano

ISEA (1999),Institute of Social and Ethical Accountabilitfkccountability 1000 (AA1000) framework.
Standard, guidelines and professional qualificatiamndra

Jones T.0. and Sasser W. E. (1994), Putting thecgeProfit Chain to WorkiHarvard Business Review
March-April

Kamhi L. (2000), Making VBM a way of life, in ArndlG., Davies M.Value Based Managemedibhn
Wiley & Sons, Chichester

Kaplan R. and Norton D. (1996Jhe Balanced Scorecard: Translating Strategy inttiok, Harvard
Business School Press, Boston

Kaplan R.S. and Norton D.P. (1992), The balancente®ard: Measures that Drive Performarkta;vard
Business Reviewgennaio/febbraio

Kanter R. M. and Stein B. A. (199Gyowing Pains in Life in Organizations: Workplacas People Ex-
perience TheBasic Book, New York

Guatri L. (1979)\Valore e Intangibles nella misura della performamzéendale EGEA SpA Milano
Keeley M. (1988)A social contract theory of organizatigridniversity of Notre Dame, Indiana

Koller T. (1994), What is value-based managemértie, McKinsey Quarte)\3

Larsimont A. (1979), Bilan social, diagnistic etagement social, in Annales de sciences economiques
appliquéesNote di economia aziendale

Libro Verde (2001), Commissione delle Comunita pemLibro Verde. Promuovere un quadro europeo
per la responsabilita sociale delle impre§sOM, 366.

136 © 2003www.eazooo.itEconomiaf riendal a2'00an



Gazzola P. — Pellicelli M. — The corporate resploilisy report between private interest and colleetwelfare

Matacena A. (2001),Eccezionale strumento per comunicare la propria smise 04.01.2001,
www.vita.it/articolo

Mc Taggart J., Kontes P. and Mankins M. (199)e Value Imperative, Managing for superior share-
holder returng The Free Press, New York

Mella P. (2008)Aziende 1Franco Angeli, Milano, 2008 [italian version]

Mella P. (2005), La rivoluzione olonica nel mondsld imprese e nel controllo di gestiomejdget(42):
44-67 [italian version]

Mella P. (2002), The operative logic of the firmef@ombinatory Systems Theory vieRroceedings of
The 2002 International Conference in Managemenertes Tamkang University, Taipei, Taiwan
(R.O.C)

Maggi B. (1992), Gestione d’'impresa e valori saanalgli scritti di Renzo Fabris, in Fabris Rnpresa e
cittd del’'uomq Cedam, Padova

Molteni M (2004),Responsabilitd sociale e performance d'impresa. l& sintesi socio-competitiva
Vita e Pensiero, Milano

Monod J. (1971)Chance and Necessity: An Essay on the Natural Btyilby of Modern BiologyMon-
dadori, Milan

Morin R. and Jarrel S. (2001)riving Shareholder ValueMcGraw-Hill, New York

Owen V., Swift T. and Humphrey C. & Bowerman M. (8), The New social audits: accountability,
managerial capture or the agenda of social charspldre European Accounting Reviewol.9, n°1

Parolin G. (2002), La relazione che accresce inealFondazione LanzRjvista Etica per le Professigni

3

Pellicelli A. C. (2004), Strategic AlliancegEconomia Aziendale 2000 we®/2004, at: www.ea2000.it,
[23-43]

Pellicelli M. and Mella P. (2008), The Origin andr8ad of Value Based Management: Five Interpretativ
Models of an Unavoidable Evolutiomternational Journal of Knowledge, Culture and @ha Manage-
ment Vol VI

Pellicelli M. (2005), Value Based Management: Thandgerial Approach that Changes the Organiza-
tion’s Culture,International Journal of Knowledge, Culture and @lge Managemenvol V

Perrini F. (2003), Corporate Social Responsib#itgocial Commitment (CSR-SC), progetto presentato a
Roma, 29 aprile

PrahaladC andBettis R (1986), TheDominant Logic A New Linkage Between Diversity And Per-
formance Strategic Management Journal, [485-501]

Ranganathan J. (1999), Signs of Sustainabilit{ennet M., James P. (a cura @)stainable Measures
Evaluation and Reporting of Environmental and Sbeerformance Sheffield, Greenleaf Publishing
Reumaux B. (1976), Un bilan au service d'une apgpeatrategiqué du probleme social, in AA. VRe-
gards sul le bilan sociaEd. Hommes et techiques

Rusconi G. (1988)] bilancio sociale d'impresa. Problemi e prospegiGiuffré. Milano

Rusconi G. (1996), Il ruolo del bilancio sociald nentesto dell’economia aziendaRiyvista Italiana di
Ragioneria e di Economia Aziendasettembre/ottobre

Schalock R. L. (1995utcome-Based EvaluatipRlenum Press, New York (Drucker P. F., 1995)

tconomiaAziendale?? 0% ah - © 2003www.ea2000.it 137



Gazzola P. — Pellicelli M. — The corporate resploilisy report between private interest and colleetwelfare

SEAN (2003) La responsabilita sociale dell'impresmarzo

Serven L (1998)Value planning The New Apprach to Building Value Every Day, JONiley & Sons,
New York

Smhmid-Schoenbein O., Braunschweig A. and Oettrl[2001),Key Performance Indicator&raft 1),
Zurich, December, www.e2mc.com

Tencati A. (2002)Sostenibilita, impresa e performance: un nuovo rodi evaluation and reporting
editore Egea, Milano

Usai G. (1990)L'efficienza nelle organizzazigritet, Torino

Vaccari A. (1998)Principi in pratica. Bilancio sociale e cittadinaazi'impresa Editore Liocorno, Roma
Vermiglio F. (1984)]l bilancio sociale nel quadro evolutivo del siseeimpresa Grafo editor, Messina
Vermiglio F. (2000), Il cantiere aperto del bilamaociale Rivista Cooperazionen.1/2 -, Trimestrale di
cultura cooperativa europeaww.luzzati.org/rivista/articoli

Warren R. (1999), Company legitimization in the neenium, Business Ethics: a European Rewiev
Volume 8, n. 4

Welford R. (1996) (a cura di;orporate Environmental Managemehondra, Earthscan Publications
Wilson A. (1999), Social Reporting. Developing Theand Current Practice, in Bennett M., James P. (a
cura di) Sustainable Measures. Evaluation and Reporting mfilenmental and Social Performance
Sheffield, Greenleaf Publishingiww.globalreportinginitiative.org

Zadek S. (2001)The civil Corporation. The new economy of Corpor@iezenship Earthscan Publica-
tions, London

Zamagni S. (2005), La critica delle critiche all&8R e il suo ancoraggio etico, in Sattoni L. (a atija
Guida critica alla responsabilita sociale e al gone d’'impresa bancaria Editrice, Roma, [319-333]
Zeitham| V.A.and Parasuraman A.and Berry L.L. (9%elivering Quality ServiceThe Free Press,
New York , trad. italiana: Servire Qualita’, McGrawil Italia, Milano

138 © 2003www.eazooo.itEconomiaf riendal a2'00an



