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Abstract

This research work stems from the observation thate and more frequently, Italian parent companies
are publishing social responsibility reports congierg their own activities, as well as those of thseibsi-
diaries. In other words, although the reports magwame different headings, there is a steady inereas
the practice of communicating group behaviour conicey social responsibility.

In order that the stakeholders of a corporate grongy appreciate how a group has combined economic
expectations with socially responsible behaviouis necessary that the group social and envirortalen
report provides disclosures on the drawing up prhee. This aspect is of particular importance cadesi
ring that there is actually a lack of standards ceming group social and environmental reporting.
Therefore, the risk that a social and environmengglort may be considered a document of image &nd o
little reliability is greater in the report of a eporate group than in the report of an entity.

Information regarding the basic steps of the drayimp procedure may be qualified the characterising
disclosure of a group social and environmental mep®hus, in this paper the information concernfol
lowing steps will be analysed: the singling oueatities whose performance is covered in the gisp
cial and environmental report; the method usedenarding information concerning each entity of the
group; the aggregation method of performance inttics; the group stakeholder engagement practices.
The transparency concerning the basic steps ofltaeing up procedure can throw light on the credibi
lity of a group social and environmental report.

1 - Introduction

This research work stems from the observation tmare and more frequently, Italian parent
companies are publishing social responsibility regpooncerning their own activities, as well as
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Paris A. — The group social and environmental repigrcharacterising informative content

those of their subsidiaries. In other words, altftothe reports may assume different headings,
be it Group Sustainability Repgrbor Group Social Repoytor Group Social and Environmental
Report(Group SE report, for short) - all used in thip@a predominantly the third -, there is a
steady increase in the practice of communicatirmggroehaviour concerning social responsibi-
lity 1.

Similar to the major information worth that the sofidated financial statements hold
compared to the financial statements of the paeent its subsidiaries, a group social and
environmental report may better satisfy the infaiora needs of stakeholders of a corporate
group than that of each company of the group apeaally than that of the parent (Freeman,
1984; Donaldson and Preston, 1995; Clarkson, 1995).

In order that the stakeholders of a corporate groap appreciate how a group has combined
economic expectations with socially responsibleabvédur, it is necessary that the group social
and environmental report provides disclosures endilawing up procedure (Adams, 2002; Gray
et al, 2001; Larrinaga-Gonzalex al, 2001).

This aspect is of particular importance considetimaf there is actually a lack of standards
concerning group social and environmental reporting

In Italy, a group social and environmental repam te prepareéither according to the stan-
dard «Principles for social reportssawn up by th&SBS (Study Group for Social Report) (GBS,
2001) or in accordance with the «Sustainability ®8pg Guidelines», provided by «Global Re-
porting Initiative» (GRI).

Indeed, both documents, neither mandatory, refémg¢social and environmental report of an
entity. Only in the GRI Guidelines (both in GRI-@2d in GRI-G3) may few references to the
group sustainability report be found (GRI, 20020&@0

Besides, only recently in Italy (since 2007) habaen possible to clearly identify a group
sustainability report showing satisfactory adheeete GRI-G3 guidelines. Nevertheless, the
most widespread practice throughout ltaly is tHadrawing up social and environmental reports
that do not keep strictly to either type of stanglanstead they are a mix of the content of the
two.

Thus, to add to its credibility, it is importantaththe group social and environmental report
displays disclosures regarding the basic stepsitakdrawing it up. A group may organize — in
different ways — not just the contents of the répaoit the drawing up procedure of the document
itself. Therefore, the risk that a social and emwmnental report may be considered a document of
image and of little reliability is greater in theport of a corporate group than in the report of an
entity (Adams, 2004).

1 Since the topic of Corporate Social Responsib{i@$R) is amply and variously examined in literafuve refrain
from quotations.
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Information regarding the basic steps of the drgwip procedure may be qualified the char-
acterising disclosure of a group social and envivental report. Thus, in this paper the informa-
tion concerning following steps will be analysed:

— The singling out of entities whose performanceaseted in the group social and envi-
ronmental report;

— The method used in recording information concerach entity of the group;

— The aggregation method of performance indicators;

— The group stakeholder engagement practices.

The definition of the area of those entities whpsgormance is covered in the group social
and environmental report is another aspect whiah meed of analysis.

The transparency concerning the above-mentiong si@n throw light on the credibility of
a group social and environmental report.

2 - Aims of group social and environmental reportig

An initial and fundamental aspect which is posedHhsydrawing up of a group social and envi-
ronmental report is the examination whether orangtoup has to satisfy specific requirements in
order to illustrate how it combined economic expaohs with socially responsible behaviour
(Freeman and Velamuri, 2006).

The ends that are attributed to the report mayaltbocome to the conclusion that any group
is entitled to present the group social and envirental report, or that only those groups satisfy-
ing specific requirements may proceed to sociabnamy.

In the case that the aim of the group social andr@mmental report is to highlight how the
group has combined value creation with sociallpoesible behaviour, any corporate group may
draw up the group social and environmental regéray, 2006).

On the basis of this generic aim any group is ledtito present the group social and envi-
ronmental report.

One, nevertheless, holds it necessary that thetreps to let the fundamental character of
unity, which permeates the responsible operatingrotip entities, come to the fore. That aim
may be achieved when a group social and envirorahegport is drawn up by a group that has
implemented @roup governance of social responsibility

In other words, the group social and environmerggbrt should be drawn up by a group
whose strategies and policies of social respoiigitdle established and when there is a set of
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rules, according to which, activities of socialpessibility or socially oriented activities of each
entity are directed and controlfed

In line with that mentioned above, we may affirmattonly the group that has implemented a
system by which the activities of social responibor the socially oriented activities of every
company of the group are unitarily directed andtiled may report its socially responsible be-
haviour. In brief, we believe that the fundamemwtahdition for a group social and environmental
report is the group governance of social respolitsibi

That condition may also be indirectly deduced fritvmse standards concerning the social re-
port and the sustainability report.

The social report must contain three essential@sect«Company Identity» characterised by
qualitative information; «Production and Distritmrti of Added Value» with quantitative infor-
mation correlated to the financial statements @ntipular, the income statement); «Social Re-
port» together with performangedicators and all those data that are useful &scdbing the
connection between commitments taken and resutts ieference to single stakeholder catego-
ries (GBS, 200%)

«Company identity» is then articulated into thditnfonal set-up - in the sense of ownership
set-up, governance, history, size, market sharecantpany organisation -, in its reference va-
lues, its mission, strategies, policies, among Wiaspects a strong connection must be present.
According to that which emerges out of the GBS d&adh, each aspect influences or has a direct
effect on the other (domino effect), circumstarie ts possible only if there is a sound corporate
or group culture (Catturi, 2003).

As a result, the goals of a group social reporgdoordance with GBS requirements, become
that of highlighting that the self same valuasuld group entities and that from them derive,
among other things, those strategies aimed at eésgeman and nature, as well as the conse-
guent activities of the parent and its subsidiaaied all their outcomes.

2 We have proposed a definition of group governasfcsocial responsibility in line with the definiticof corporate
governance propounded by the publication of theb@gadReport in 1992. See, particularly, Bustoal. (2006b);
Catturi (2005).

3 In keeping with the managerial branch of staketwotteory, managers of the parent have to marrgdie of trust
of guaranteeing an adequate remuneration of the@stment to shareholders of the parent and mynshiareholders
of subsidiaries, with those duties of trust towatts various categories gfoup stakeholderfGray, 1995; Deegan,
2002). Even though we know that the identificatadrthe group stakeholderand their expectations is a most com-
plicated process, we believe that such a balarmétgeen interdependent and often opposing reqpestented by
the stakeholders has to take place and therefwdadhae looked for, as much as possible. Fromlihlancing,
strategies and consequent activities of group beeiponsibility descend (Bertini 1990; SacconiD20Beretta
Zanoni, 2007).

4 The social report, which is a result of stakeholi@anagement approach, envisages identifying thkekblder
communitywhose interests are divided intderests of a social naturor example contributions directed towards
the social, in terms of enhancing the quality f&)landinterests of an environmental nat®BS, 2001).
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The sustainability report drawn up by GRI-G3 opeiith the analysis of a strategic vision of
sustainability, singling out risks and opporturstiéhen it presents information concerning opera-
tional choices carried on by management and coseslwdth the results of the activity. More
specifically, the sustainability report, compliamith GRI-G3 requirements, is divided into two
parts: «Strategy and Profile» and «Performancecétdis». As far as «Strategy and Profile» is
concerned, the following four points must be siedsshe strategy regarding sustainability; the
principal characteristic of the organisation (ofigational profile); the aspects and the drawing
up procedure of the sustainability report; the goaacestructure, the commitment to make de-
velopment of behaviour that is coherent with susthility and stakeholder engagement (GRI,
2006). In the latter part, entitled «Governancem@utments, and Engagement», aisa inter-
nally developed statements of mission or valuee aicconduct, and principles relevant to eco-
nomic, environmental and social performance and steus of their implementationfsRI
2006, p. 23) have to be reported. However, sudrnimdtion, within the context of the document,
does not seem to take on a fundamental role.

After all, we believe that the goal of a group airsbility report, compliant with GRI-G3 re-
quirements, is to highlight the connection betwgesup policies of social responsibility, the ac-
tivities implemented by the parent company andtbyubsidiaries, as well as all consequent re-
sults.

At this point, it seems clear that the goals bdthhe group social report and of the group
sustainability report presuppose such documentrden up by a group which has already im-
plemented a group governance of social resportgibili

Such observations reinforce the thesis that, atzowk beyond the reference model, every
group social and environmental report must illustthe fundamental unitary background which
permeates the socially responsible behaviour ofjtbep entities. It is a matter of a goal which
can be achieved by the reporting of a group thatdulined a strategic plan, aimed at respect for
man and the natural environment, as well as theemprent operational choices from which the
various activities derive as well as the resulte\ary group entity.

Should such conditions not be met, every grouptyentay continue or start to draw up its
own individual social and environmental report frevhich, in this case, its own governance of
social responsibility would emerge.

3 - Group governance of social responsibility: th@resupposition for drawing
up the group social and environmental report

Governance of social responsibility allows the drgwp of the social report, as set out in the
GBS standard, if employed in a group where valuesmission derive from a homogeneous cul-
ture of the various group entities. Consequentlg, strategies and policies of an environmental
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and social nature are shared and, in any caseioiiged by the various subsidiaries in such a
way that the consequent activities of them resulh airect and unitary achievement of group di-
rectives.

That group, indeed, satisfies the requirementsrafvioshg up a social and environmental re-
port from which it may emerge that the behavioueath entity, including that aimed at respect
for man and natural environment, is compliant witd group values and consequent group mis-
sion, since the values are in the DNA of every greuatity and the mission is shared by it (Cat-
turi, 2006).

If, however, governance of social responsibilitgxercised in a group where values and mis-
sion are imposed onto companies operating withifieritig cultural contexts and, consequently,
are applied by the various subsidiaries, the drawing up of gbstainability report seems to be
more opportune.

Without wishing to introduce yet another leaguddaif groups based on the greater or lesser
degree of group culture, we, nevertheless, belieaeany corporate group which has defined its
strategic priorities concerning sustainability dhd consequent management approach to achieve
the recording of economic, social and environmeimgdacts, can have recourse to the sustain-
ability report, as proposed by the GRI-G3.

The chapter concerning company identity, as itosceived by the GBS standard, implies
however, that the group social report may be drapionly by those groups characterised by so-
cial responsibility governance deriving from thesence of a solid group culture; that is, from
values shared and interiorised by the various didr#s. To sum up, in order to have a group
social report, a corporate group should be chaiaete both by a thorough and consolidated
group culture and by a group governance of soesaonsibility.

It is irrefutable that the identification of grogpvernance of social responsibility is based on
subjective conditions. It is held, for example,ttivoere there is good group governance there is
also group governance of social responsibility, #rat group governance and group social re-
sponsibility are inextricably linked. In other wstdyood group governance involves being a re-
sponsible group and a sound approach to group |sesponsibility necessitates good group
governance (Fortuna, 2001; Cornelius, 2005; ArasGrowther, 2008).

Thus, we firmly believe that the drawing up of @y social and environmental report is a
complex process which presupposes the formalisatiagroup strategies of social responsibility
followed by the identification of activities thateaexclusively directed to respect man and natural
environment (activities of social responsibilitgy, activities that highlight social or ecological
aspects (socially oriented activities) regardinghbthe parent company and its subsidiaries

5 The multi-faceted nature of entity operating héterobeen stated, even though with different apgitea and ob-
jectives, by Italian literature sources (Airoktial, 1994; Catturi, 1971; Coda, 1988). Any businesiwic maintains
not merely an economic facet but also a social trexgpfore, activities directed to respect man readral environ-
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Only in this case is the basis laid to make dioectand control, or rather, social responsibility
governance operational.

The contribution of the single individual is fundantal both in the exclusively socially re-
sponsible activity and in that activity which higltits social or ecological issues.

Indeed, the contribution of the single individualshsome influence exclusively upon the re-
sults of indicators of group performance. The eatun of the results of the performance indica-
tors, however, represents another subsequent aspatt we do not intend to deal with. Identi-
fying the activities that fall within the group gemance of social responsibility — in as much as
they are exclusively philanthropic or because ttay be qualified by important social facets —
represents, however, a presupposition that hae satisfied for the drawing up of the group so-
cial and environmental report.

4 - Characterising information of the group socialand environmental report

Similarly to the consolidated financial statemenl® group social and environmental report is
qualified as asecond-level repoiin that it is directed to communicate the sociaflgponsible ac-
tivity of a group of entities (Brunetti, 1982).

Unlike the consolidated financial statements, thmug social and environmental report has
no need foffirst-level reports or rather, social and environmental reports feanh group entity,
since its goal is that of illustrating aspects o group strategic plan, aimed at respect for man
and the natural environment, the consequent opegdtchoices, the activities and, finally, the
results of these choices.

It is a question of information which cannot derfvem the simple aggregation of data pro-
vided by the various first-level reports owing teetnature (essentially qualitative) of the same
data and, especially, because of the documentwalmth are those of illustrating the unity which
permeates the responsible actions of all the vamgpaup entities.

Indeed, reporting the results expressed in nunietlecans (the quantitative indicators) may
require a procedure similar to the consolidatioradime-by-line basis. However, this is an aspect
specific to the drawing up procedure.

Two chapters which consequently seem fundamentgtdop social and environmental re-
porting, are those where the area of those entitiexsse performance is included in the group so-
cial and environmental report is defined, as weliheat concerning the methodological notes.

That which is maintained on the matter of the ppessition which has to be satisfied for
drawing up the group social and environmental repeads us to affirm that the initial chapter

ment which ought to be reported are not only thiéapthropic ones, but especially those which arelifjad by an
important social facet. Such activities and presistrategies should derive from the search forlanba between
the interdependent and often contrasting requéskegroup stakeholders
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must bear the title: «Group governance area ofaboesponsibility». «Group area of social re-
sponsibility», indeed, does not seem sufficieniriderline the basic aims of the report.

The second chapter should provide information envirious steps of the procedure of draw-
ing up the document, or at least, on the most itapbrones. The techniques adopted in order to
measure impact and the way in which data gathgmiagedure is organised represent steps of the
procedure which should be treated.

A further important chapter of a group social angi@nmental report is that which reports
how the stakeholders, as well as their expectatibage been identified, in as much as it is a
question of that activity at the basis of the débn of group strategies of social responsibflity

4.1 —Group governance area of social responsibility

The demarcation of the group governance area aedls@sponsibility constitutes the first phase
in the procedure of drawing up the document heanéxed, in as much as it is directed at defin-
ing the companies represented therein. It shouldetaarried out by beginning with the group
configuration and then highlighting the subsidianehich operate according to the group strate-
gies of social responsibility.

In the report the entities included in the areausthde listed. It could be appropriate to pre-
sent the percentage, in terms of sales (turnoveassets, of the group entities included in the
area.

Identification of the group governance area of aooesponsibility therefore represents an
analogous phase to that of demarcation of the t¢idasion area when the consolidated financial
statements are drawn up.

Analogously to that which takes place when demargahe consolidation area, we can ver-
ify if a company in the group does not meet thaim@gnents, as long as its activity and all result-
ing outcomes are reported in the second-level kaa environmental report. For example, so-
cially responsible activities of that particulamgeany do not come from group policies since it
has not yet conformed itself to them or else bexatulsas been excluded from conforming itself
to them.

A group policy may be, for example, that of notatwng employees of a subsidiary in the
process which is aimed at spreading specific golesi throughout the employees of the group
companies, such as listening to the customer, pagitention to his particular needs, etc.; and
which is based upon meetings and workshops. Incdmg, the group governance area of social
responsibility cannot include that subsidiarysltai matter of a decision that influences the social

6 When we consider the managerial branch of stakiehdheoryto the study of CSR, communication of group be-
haviour concerning social responsibility demandsagament to identifgroup stakeholderand what expectations
must be taken into consideration. Not all the nwuasrand generic social demands fall within the eaofgpriority
guestions that management has to face (Coda, Rag&2pni, 2004, Vilanova, 2007).
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aspects of any activity of such a company, theegfits behaviour cannot be qualified as being in
accordance with that of the group.

We must remember that a group may be made up op&oies operating in notably differing
economic sectors: from food stuffs to textilesnfronechanical engineering to telecommunica-
tions. This is an irrelevant situation as far as pineparation of the consolidated financial state-
ments are concerned. Such a document has to skeofwn#mcial position and financial perform-
ance of a corporate group and, therefore, alscetbbds group of companies that carry out dif-
ferent business activities. Only companies whosgrobis subject to severe long-term restric-
tions or is intended to be temporary are excludeuwhfthe consolidation area (IASC, 2000).

It is abundantly clear that the two outlined reastor exclusion from the consolidation area
are also applied to the exclusion from the groupegaance area of social responsibility; never-
theless, it is a question of hypotheses that atiegctly called upon in the condition provided for
so that a company takes part in the group govemanea of social responsibility. A company
whose control is subject to restrictions or whistonly temporary is not governed by the parent
and, therefore, its activity aimed at the protettd man and natural environment, cannot be il-
lustrated in the group social and environmentabrep

The proposed layout regarding the aims of a gragmbsand environmental report leads us
to believe that the area examined here should loe mj of only the parent company and its sub-
sidiaries. As a consequence, the eventual acsvitieassociates, directed to respect man and na-
ture, must not be reported. The weakest link betveeparent company and an associate does not,
indeed, make it at all possible to state that sucdompany falls within group governance and,
eventually, within group governance of social respbility. The parent has not got the power to
govern operating social responsibility policiesaofassociate.

Only a scrupulous examination of the various aspettthe agreement between the parent
company or its subsidiaries and the other partharjointly-controlled entity may lead to estab-
lishing whether or not such an entity must or madtparticipate in the group governance area of
social responsibility.

At this point in time, the layout of the GRI-G3 ras much as such a document faces «The
Sustainability Report Boundary», or rather, whicttitees will be included in the report — de-
serves to be mentioned. The GRI-G3 envisageshbaiubsidiaries and associates whose activity
generates significant economic, social and enviemtal impacts (both actual and potential), fall
within the sustainability report boundary; therefodifferently from that proposed in this paper,
the GRI-G3 does not single out the realisationhef policies of group social responsibility by a
subsidiary or an associate as a prerequisite dtwdimg such companies in the boundary itself.

If, however, we consider that the guidelines of &Rl-G3 document include that a responsi-
bility report has to illustrate the strategies, egement approach and the results of the sustain-
ability, highlighting their correlation, then asshalready been outlined here previously, a group
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must be characterised by group governance of spesglonsibility in order to draw up a group
sustainability report.

The defining of the report boundary, as provideddy the guidelines, leads us then to state
that subsidiaries and associates, which gensimgidficant(as used in GRI-G3; however, a closer
definition would bematerid as used in accounting terminology) impacts pgttthe group
strategies of social responsibility into action] feithin it. The materiality of the phenomenon,
therefore, represents the element on the basishafhwa subsidiary or associate, which puts
group policies into effect, is excluded from theibdary.

In addition, it should be noted that the GRI guities do not provide for an objective crite-
rion, but allow the report compiler to establistiié actual and potential impacts of a company
are qualified as significant. As a consequenck, the duty of the report compiler to define the
materiality of the various economic, social andiemmental impacts, which have to be meas-
ured and then, on the basis of how those of ewdrgidiary and associate are qualified, he pro-
ceeds to include, or not, each company within thenblary.

Although both the subsidiaries and the associaksnithin the boundary, a distinction is
then carried out on the information aggregate which partly calls for that envisaged for draw-
ing up the consolidated financial statements. Asafathe subsidiary with significant impacts is
concerned, the sum of its performance indicatotbdse of the other subsidiaries and of the par-
ent company is put forward. Regarding the assowvdtesignificant impacts, a less stringent ag-
gregation — such as the inclusion of the inforrratba the methodology of strategy implementa-
tion in the group social and environmental repag envisaged

The chapter concerning the boundary setting entts an affirmation which highlights the
absence of an underlying layout. It states, tht:the process of preparing its report, an organi-
sation may choose not to gather data on a particafdity or group of entities within the defined
boundary on the basis of efficiency, as long a$ sudecision does not substantively change the
final result of a Disclosure or Indicator¢6sRI 2006, p. 19).

To conclude, the GRI-G3 faces the definition of ihdary of the group report, leaving the
greatest possible discretion to the compiler. Gitteat margins of discretion are necessary, we
maintain the opportunity for an intervention whishmore organic and consequently clarifies the
various aspects connected with the presuppositieesled in drawing up a group sustainability
report and in identifying the entities whose pearfance is included in the report itself.

7 Materiality can be determined quantitatively anlgatively; it depends on the size and naturéngfact, or by a
combination of both (ISEA, 2006).

8 On the basis of the GRI-G3, the performadata of the subsidiaries and the information onatiévities of the
associates with non-significant impact are not regsh) consequently, management approaches of gwategies,
implemented by the subsidiaries, should alwayselpented. Besides, the information on activitiesagial respon-
sibility may also regard those.. entities over which the organisation doesearcise control/significant influence
but which are associated with key challenges ferdiganisation because their impacts are signifiedGRI, 2006,
p. 19).

170 © 2003www.eazooo.itEconomiaf riendal a2'00an



4.2 —Methodological notes

The complexity of information of the second-levetisl end environmental report and the wide-
spread behaviour of companies not holding to aiBpetandard make the methodological notes
a fundamental chapter of the group social and enmental report.

One aspect which the methodological notes mustssaecdy treat concerns the techniques
adopted in order to measure impact. That technioped to be at the basis of the value deter-
mination of the social and environmental reporthis direct data gathering, in that it allows for a
reliable representation and, consequentially, shéesd to a proper interpretation of the phe-
nomenon. The sample analyses and the processesr@baation are procedures that should be
used only as a last resort; nevertheless, sucteguoes are often used to quantify, in particular,
certain environmental impacts owing to their comjtie

At this point, it seems clear that the informatmfnthe methodological note of the group so-
cial and environmental report are all the more irtggt where there are subsidiaries which, even
when they implement group social responsibilityi@el, have not implemented the group tech-
niques of impact measurement that are providedirfioa. group social and environmental report,
the indicators valued by estimate may be very noosrindeed, if only some entities adopt di-
rect data gathering, the resorting to the estimaterder to determine the value at group level of
an impact, becomes necessary. In other wordsntheaitor, valued by estimate or not quantified
by certain entities of the group governance aresocfal responsibility, leads to the aggregated
indicator being determined by estimate. It showdt lme excluded the hypothesis of a subsidiary
which may have adopted group techniques of deténgnisocial indicators while it has not initi-
ated or completed the adjustment procedure todheegechniques for calculating the environ-
mental indicators in that they require, more tham others, specific competencies, time scales,
costs, etc.

Keeping in mind that it should be privileged thengdeteness of the contents of the report
compared with the reliability of the data, the ugibn of estimated values is preferred to the ab-
sence of indicators; the methodological notes efdloup social and environmental report fol-
lowed by those chapters that outline the indicabarght to provide information on value forma-
tion. However, if it is considered the complexitiytbe document and its discretionary nature, a
group choice of publishing the results of the seelavel social and environmental report should
always be seen in a favourable light, even wheh suprocedure has not been completely fine-
tuned in all its methodological aspects.

Social and environmental report users must be nméaor of the change of data gathering tech-
niques adopted within the group, in order to mddesrt more pertinent to the phenomena investi-
gated, since the comparability fails if the valwégrevious reporting periods have not been re-
determined. Therefore, in the methodological noteis other specific chapters of the report, in-
formation concerning eventual re-determination®lse regarding the impossibility of carrying
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out comparisons with past years (at least the teaquling ones) because of the change of data
gathering techniques must be included.

Another noteworthy piece of information containadhe methodological notes of the group
social and environmental report is the way in whildta gathering procedure is organised. A
group may resort to a structure of the parent wkidhorganise the procedure, even for subsi-
diaries, and intervene when data are gatheredébguhsidiary (centralised management model),
or else may resort to a structure of the parenhegpeo the participation of experts of the subsi-
diaries who proceed to data gathering, or agasgtbup may have provided for, for every com-
pany, a unit which makes the indications of theeparegarding social responsibility operational
and which measures the impacts (decentralised rear&g model). Information regarding the
use of either model, on the number of people inrgdhand human resources employed, etc.,
should then be presented in the methodologicaknote

4.3 —Segment reports regarding the impacts of group activities on natural environment

The character of the group social and environmenmeabrt of being a second-level document

makes it implicit that we have to resort to the sointhe quantitative performance indicators of

the various entities who make up the group govermarea of social responsibility. Neverthe-

less, the question arises whether to aggregat®toinrthe case where entities of such an area
carry on hon-homogeneous business activities.

A layout analogous to that of the Italian rules ahdAS/IFRS on the question of segment
reporting is held to be opportune as regards gsmgml and environmental reporting whenever a
corporate group includes entities operating inimicstindustry segments (art. 2428 civil code;
IASB, 2006).

Such a report, even though it does not come fravaggregation of the first-level reports be-
cause of both aims and the essentially qualitatatere of the information that it shows, never-
theless reveals, not only the policies and consdca@ivities of group social responsibility but
also the impacts (results) of strategic and talctleaisions, or rather, the performance indicators,
the great majority of which are quantitative.

They are monetary values from an accounting backgtpnon-monetary values coming
from measuring (but also from estimating) volumiesigths, capabilities, time scales, etc., in
other words they are numbers which are relatedifferitig units of measurement in order to
translate, in an appropriate way, the investigatguacts of group entities, besides being simple
arithmetic units. Therefore, the group social angirenmental report presents indicators that
originate from a sum of values.

Nevertheless, reporting impacts of group entitieghe natural environment seems to be in
need of segment reporting. Even though, everyyentihsumes electrical energy and methane,
measures both water withdrawal and water dischgngeluces refuse of which it recycles spe-
cific quantities, etc., it is true that the resuwfsmechanics companies which belong to a group
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have differing values from those of the companidsctv produce energy or which operate in
transport.

After all, since the impacts on the natural envine@mt are tightly connected to that specific
type of business activity, a report per businegsneat assumes an indisputable meaning, when a
group is characterised by highly differentiatedusitly segments, and, therefore, allows for an in-
terpretation of aggregate data which, notwithstagdheir limitations, must nevertheless be pre-
sent, in the group social and environmental réport

On the other hand, resorting to a non aggregatesl @y report seems less necessary for so-
cial impacts of activities of group entities, eveoertain social indicators may show some results
that depend on the specific business of the entity.

For example, the rate of work-related injuries @banpany that operates within the insurance
sector should be less of note than that recordeshbyin the iron and steel sector. In short, indi-
cators in the social field, excepting certain ortEsnot seem to present problems regarding their
information value and their consequent interpretgtif presented purely at a group Ié0el

It is irrefutable that the methodological notesidbdgresent information concerning the iden-
tification of the distinct industry segments. Theitges included in any segment should be listed.
Besides, it could be appropriate to present discéssfor the understanding the measurements
(performance indicators) of any segment.

Upon completion of this step of the procedure efdrawing up of the group social and envi-
ronmental report, we point out that in the GRI-@8r¢ is no explicit reference to the need to add
up the performancmdicators of the various group entities; it (2006,18) simply requires that
the «entities can be included using ... indicators ofrapenal performance»In a following
passage, GRI-G3 then states ta&porting organisations should determine the ajppiate level
of aggregation of information¢2006, p. 25).

The Guidelines, therefore, permit the possibilityresenting a report with values that derive
not only from the sum of the impacts of every compaut also of certain entities within the
boundary.

Even with respect to this aspect, we can repegbrtdous conclusions: the G3 gives the re-
port compiler the choice of the path to follow hetvarious steps throughout the procedure of
drawing up a report; instead, intervention by thHel,Gvhich gives guidelines for preparing a sec-
ond-level social and environmental report, wouldibsirable.

9 The issue of understanding the measurements (pefwe indicators) included in the report is alwayssent.
Only through the spreading of an ecological cultairaed at making the individual aware of the knalgke of his
own water, energy, etc. consumption, even the nperts should be able to interpret the value ofsahérge of wa-
ter x it or the consumption of electrical energy x GJ lyyaup entity or group entities operating in the samactor.
10 Besides work-related injuries, turnover is yettaeo indicator of a social nature with determinasiavhich may
be closely connected to the specific company dgtivh such a case, the group social and envirotaheaport
could show the results of such indicators per lssrsegment.
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4.4 -Group stakeholder engagement

In keeping with the managerial branch of stakehotdeory, the definition of group socially re-
sponsible strategies should come out of a balanoatgyeen the interdependent and often con-
trasting requests of stakeholders. It follows thatep of the procedure of the drawing up of the
group social and environmental report to be reggsités the stakeholder engagement or prefera-
bly group stakeholder engagemgi@ray, 2002; Unerman and Bennet, 2004; Adams ard-L
naga-Gonzalez, 2007; Bebbingteinal. 2007).

The group stakeholder engagement is a step ofrteegure of the drawing up of the report
and, in the meanwhile, it is a procedure which sayes many phases: the phases of determining
and defining engagement strategy (establish wayestof consulting, staff involved, etc.), iden-
tifying and selecting stakeholders, consulting dtele stakeholders, selecting their primary needs,
searching for a balance between them (O’'Dwyer, 20DBuUs, from the entire report, how and if
a group has responded to the reasonable expestaifahe group stakeholders should emerge;
from one specific chapter of the report, procecafrgroup stakeholder engagement ought to be
presented. It is the case to recollect that theomapce of stakeholder engagement is underlined
by that layout that sees the principle of staked&oldclusiveness among those which are at the
basis of the drawing up of the social and enviromaereport (see for example G3).

Research stresses the ample gap between that ishpecbposed by theory and various prac-
tices to make stakeholder engagement operatiorgdr®s and McNicholas, 2007). The possibi-
lity that such a gap become greater when the gsoa@l and environmental report is drawn up is
high. Every phase of the group stakeholder engageprecess requires specific consideration.
Besides, the phases of the group stakeholder emgegenay be different from those of stake-
holder engagement realized by an entity. The ifleation of group stakeholders is that to which
we intend to dedicate some thoughts.

Group structure, the activity and the size of grempities comprise three elements which
have to be considered as far as the choice oftHielsolders is concerned. For example, the
structure of the group and, more specifically, typge of link (direct, indirect, reciprocal invest-
ment in equity) and the depth of link (percentafjeating power of the investee), represents an
aspect which influences the singling out of grobpreholders. This group must include the mi-
nority shareholders of each subsidiary, quantibadhe basis of both group structure (type and
depth of the link between parent and subsidiary) thie size of the subsidiary in terms of com-
pany assets. The business activity and size of eagotpany (in terms of turnover) represent
those aspects that permit the identification ougroustomers and group suppliers. Yet again, the
business activity of each group company is impadritaoerder to select the subjects that constitute
the groupcivil society A chemical group, because of the ecological isqresented by its acti-
vity, must necessarily carry more weight than aiserentity when identifying that stakeholder.
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Such observations indicate the need for also ta&hgantage of methods of statistical and
non-statistical sampling in order to select groapstakeholders, specific to each category, who
are representative of the whole. We consider @&rlgitoblem, that of finding effectively and
meaningfully collaborative stakeholders. The facthat for the credibility of a group social and
environmental report, a chapter which containsrmfation regarding the procedure for group
stakeholder engagement is important. In this claptehe report disclosures concerning the
composition of group shareholders, group custongm@p suppliers, group civil society etc.
may determine, besides the conclusions of an asseir@ngagement, that the group social and
environmental report answers the principle of stakaer inclusiveness.

5 - Conclusions

The practices by the parent of presenting a grogmbkand environmental report can only be re-
ceived favourably; as the consolidated financialeshents assume greater information value than
the financial statement of the parent and its slidises, the group social and environmental re-
port may satisfy, better than that of the variousug entities, information needs of the stake-
holders. In order that these subjects may appeebiaiv a group has combined the economic re-
quests with socially responsible behaviour, insyertheless, necessary that the second-level so-
cial and environmental report faces specific agpect

Its content has to be aimed at highlighting growpegnance of social responsibility and,
therefore, the correlation between decisions tak#ich are directed at respecting man and natu-
ral environment, activities implemented by the paand its subsidiaries, and the results of these
activities. From here on, the importance of thenidieation of the entities that fall within the
group governance area of social responsibility,ciiidoes not necessarily coincide with the con-
solidation area, and, consequently, of a chapteigiwis dedicated to such a stage, in the group
social and environmental report.

Reporting group activities and results in a coteglavay involves use of an articulated sys-
tem of gathering about which information must beviaed in the chapter regarding drawing up
methodology (entitled “methodological notes”). Tiesneeded if we consider the many different
types (different structures, activities, etc.) obups, the qualitative and quantitative characteris
tics of information of triple bottom line reportinthe possibility of drawing up the second-level
social and environmental report without drawingtlwp individual one and, again, the absence of
a standard regarding the group social and envirateheeport, as well as one, generally ac-
cepted, relative to company social and environnmeafsorting.

Transparency on the drawing up procedure, therefeesents that path which has to be
necessarily followed both for the credibility ofetlyroup social and environmental report itself
and for highlighting its specific role in the comnication process of a parent company.
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