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FOREWORD 
 
 
 
 
 
 
 
 
 

This book includes the papers presented at the SIDREA International 
Workshop (SIW) in Naples on November 06, 2019. The workshop was or-
ganized by the Department of Business and Economics of the University of 
Naples “Parthenope” in association with the CSR Lab – Department of Eco-
nomics of University of Foggia. The workshop aims to investigate the op-
portunities, criticalities and the future perspectives in the studies on Corpo-
rate Social Responsibility (CSR).  

 
Corporate Social Responsibility is an increasingly relevant topic in the 

current economic context. For this reason we have chosen this topic. The rise 
of competitive pressures and the most recent economic and social changes 
made particularly interesting the interplay among management, sustainabil-
ity and social impacts for scholars, public authorities, policy makers and 
practitioners. CSR research have a broad perspective characterized by plu-
ralities in theories, topics, approaches and outcomes.  

First, according to the aim, the workshop analysed the theoretical trends 
on sustainability field to allow a deeper understanding about the evolution of 
sustainable regulations and their different impact on firm activity sectors 
(Pizzi et al., Antonucci et al.).  

In this vein, the several papers highlight the role of public actors, instru-
ments and policies useful for improving CSR. Market regulators and supra-
national organizations provide standards for socio-environmental policy, op-
erations, disclosure and performance (Costa et al.). 

Defined the existing regulatory framework, the academic debate has fo-
cused on recognizing the importance of socio-environmental issues as criti-
cal success factors able to trigger new competitive dynamics and to increase 
firm performance and growth (Thomas et al.). 
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Indeed, the interaction and discussion among scholars during the work-
shop have confirmed that sustainability management can greatly affect busi-
ness success both for sensitive and non-sensitive firms (Fortunati; Dicuonzo 
et al.). The sustainability can drive firm growth opportunities by pushing to 
pay attention to socio-environmental variables for developing new resources 
and capabilities and for improving competitive advantage. The studies pre-
sented suggest that firms must take into consideration socio-environmental 
issues in their decisions not only for social and moral reasons – such as mit-
igating reputational and legal risks for failure or to be compliance with rules 
– but also to ensure sustainable economic success. 

 In this respect, scholars have investigated how firms could develop ef-
fective implementation paths for CSR.  

In attempt to integrate socio-environmental aims into overall strategic 
process of firms, the “green management” can play a key role for supporting 
the selection of socio-environmental goals and ideas, and their transfor-
mation into strategic actions, and for helping the development of advanced 
eco-sustainable practices while simultaneously lowering costs and creating 
differentiation benefits. The literature comparison has provided new reflec-
tions and critical points on CSR. The works highlighted sustainability as a 
“new strategic variable”, not limited to the social strategy “perimeter” but 
extended to the overall system of strategies, required “element” even for im-
plementing successful competitive and financial strategies (Garzella et al.). 
Managers should careful analyse each social and environmental issue by 
considering it alongside other traditional strategic variables such as cost, 
quality, price, and so on.  

A crossover of studies on sustainability is provided in order to underline 
the connections between socio-environmental dimension and the other di-
mensions of corporate business model; the development of socio-environ-
mental strategies and the integration of sustainability aspects into the corpo-
rate business model can contribute to strengthen the competitive positioning 
in the firms-customers and firms-investors relationships and can increase the 
firm value creation process. The alignment, form a side, of strategies and 
environmental dimension and, on the other side, of practices and sustainabil-
ity direction requires an evolution of corporate objectives and the definition 
of coherent firm internal organizational model (Romano et al.).  

In this sense, the predisposition of sustainability-oriented organizational 
strategy can support the development process of socio-environmental capa-
bilities and skills and the effective application of control systems facilitating 
the attainment of CSR aims, monitoring results along the overall strategy 
process (Del bene et al.).  
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In this stream of research, scholars have provided some relevant socio-
environmental value drivers and key performance indicators which may be 
integrated in corporate reports for internal and external communication goals 
(De Masi et al., Migliaccio and Pavone). Other contributions have also ad-
dressed motives and factors which lead firms to disclose non-financial infor-
mation through social and environmental reporting and the related ad-
vantages and opportunities associated with it (Panfilo and Mio). 

Finally, workshop papers contribute to the field of corporate social re-
sponsibility studies and provide guidance for both academic and managers. 
Participants of the SIW had the opportunity to interact and discuss with na-
tionally and internationally scholars working in accounting and management 
studies.  Despite different methodologies and approaches proposed, some-
times more empirical and sometimes more theoretical, the main conclusion 
is that the development of workable corporate social responsibility strategy 
represents one of the most important challenge for firms. Corporate social 
responsibility promotes an evolution of business practices considering sim-
ultaneously the accountability to a wide range of internal and external actors 
of firms; traditional views about competitiveness, survival and profitability 
are being swept away. 

 
Much remains to be done on CSR studies, but we are hopeful that scholars 

will advance studies useful in supporting firms to foster collaboration, in co-
ordinating their efforts, and in targeting common sustainability goals. 

 
 

Naples, February 2020  
University of Naples “Parthenope” 

 
 

Prof. Stefano Garzella 
Scientific Committee Chair 
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1. ACHIEVING SUSTAINABLE DEVELOPMENT 
GOALS THROUGH NON-FINANCIAL REGULATION.  

FIRST INSIGHTS FROM THE TRANSPOSITION  
OF DIRECTIVE 95/2014/EU IN ITALY 

 
by Simone Pizzi, Fabio Caputo, Andrea Venturelli, Stefano Adamo 

 
 
 
 
Introduction 
 

The themes related to climate change, human rights and poverty have been 
widely considered from worldwide policy makers. The attention paid by policy 
makers has been driven from the external pressure made by stakeholders in 
order to support the achievement of highest degree of worldwide sustainabil-
ity. In this sense, national and international’s Governments have started to in-
troduce new form of regulation in order to sustain these practices through man-
datory provisions. Moreover, a great contribution has been provided from the 
United Nations (UN) through the introduction of the Agenda 2030.  

The Agenda 2030’s introduction followed a period characterised from an 
increasing consciousness about the negative externalities related to an “un-
sustainable world”.  In this sense, the data provided by World Economic Fo-
rum (2017) revealed how the introduction of Agenda 2030 following a period 
characterised from an increasing probability of adverse events related to cli-
mate change, economic inequality and societal wellbeing.  

The Agenda is composed by 17 goals that represent different items related 
to the macroconcept of sustainable development that ideally followed the 
previous Millenium Development Goals (MDGs) (Pineda-Escobar, 2019). 
However, despite the common origin, SDGs and MDGs are characterised by 
several differences. Specifically, the main differences are represented by 
number of goals, stakeholders interested and role of civil society (Kumar et 
al., 2016). Regard the central role covered by civil society, contrarily to 
MDGs, the SDGs required an effective contribution both from Member 
States and both from private sector for their achievement. In particular, the 

 
 University of Salento, Lecce, Italy. Department of Economic Sciences.  
E-mail: simone.pizzi@unisalento.it, fabio.caputo@unisalento.it, andrea.venturelli@unisalento.it, 
stefano.adamo@unisalento.it. 
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Agenda 2030 explicitely required to Member States in SDG12.6: “Encour-
age companies, especially large and transnational companies, to adopt sus-
tainable practices and to integrate sustainability information into their re-
porting cycle” in SDG 12.6. Moreover, the Agenda 2030 have identified as 
proxy of SDG 12.6’s achievement the yearly increase of the overall number 
of non-financial reports published by worldwide firms.  

According to this evidence, the aim of the paper is to evaluate the rela-
tionship between non-financial reporting’s regulation in Europe and SDGs’ 
achievement. Our research followed as evidenced in prior studies about the 
opportunity for accounting scholars to provide an effective support to policy 
makers in order to assess the regulation’s effect (Bebbington, 2013). For our 
purposes, we will analyse a set of Italian Listed PIEs involved by Directive 
95/2014/EU. The choice to perform a country-specific analysis followed as 
evidenced in prior studies about the opportunity to analyse SDGs at national 
level (Poddar et al., 2019; Ike et al., 2019).   

Moreover, our research followed as evidenced in prior studies about the 
ineffectiveness of non-financial reporting’s regulation in sustainable devel-
opment (Monciardini, 2016; Venturelli et al., 2018; La Torre et al., 2019). 
Specifically, these studies reveal how the disclosure of mandatory non-finan-
cial reports is not even followed by an adequate orientation toward sustaina-
bility.  

 
 

1. Literature Review 
 
The relationship between SDGs and business and management studies 

represents a new and not well explored field of study (Guthrie et al., 2019). 
The relevance of the theme is connected to the opportunity for accounting 
scholars to provide further suggestions in order to favour the engagement 
with private sector’s actors (Bebbington and Unerman, 2018). Moreover, 
further studies denoted how accounting scholars could favour the diffusion 
of these new paradigms with practitioners (Rinaldi, 2018). 

The exigence of a deep analysis of non-financial reporting practices is 
related to the existence of asymmetry between “walking” and “talking” about 
sustainable development goals. Specifically, prior studies denoted how the 
MNEs’ contribution to SDGs is characterised from the misalignment be-
tween theory and practices (Mhlanga et al., 2018). Furthermore, other studies 
reveal how the existence of a high degree of orientation toward SDGs is not 
even followed by an adequate reporting’s activity (Pizzi et al., 2019). Regard 
the differences between walking and talking about SDGs, these studies have 
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highlighted the exigence of an effective involvement of all the stakeholders 
interested by their activity (Agarwal, 2017).  

During the last years, national and international Governments have 
started to introduce new form of regulations in order to increase the degree 
of awareness about sustainable development’s themes. In particular, these 
new forms of regulations have interested the European context (Camilleri, 
2015). These innovations have been relevant for the European context due to 
the general absence of rules about corporate social responsibility (Steurer, 
2015). An increasing number of firms have started to adopt voluntarily so-
cially responsible behaviours (Fiorentino et al., 2015; Capurro, 2019). How-
ever, the disclosure of non-financial information on mandatory basis could 
be interested by unethical behaviours from managers like impression man-
agement and greenwashing strategies (Bansal and Clelland, 2004). In this 
sense, recently academics and policy makers have started to discuss about a 
new form of unethical behaviours called SDG-Washing (Buhmann, 2018).  

One of the main innovations that have characterise the recent European 
scenario is represented by the Directive 95/2014/EU. The content of the Di-
rective has been innovative because it introduces within the national juris-
dictions of the 28 Member States a set of common rules about non-financial 
reporting (Venturelli and Caputo, 2017). However, the Directive has been 
characterised from several scepticism by academics before and after its in-
troduction. On this point, Monciardini (2016) highlighted how its introduc-
tion were characterised from the existence of different coalition. In this 
sense, the content of the Directive wasn’t characterised for an effective 
agreement between stakeholders. Furthermore, some academics have 
showed the existence of several criticism in term of non-financial infor-
mation’s harmonization (La Torre et al., 2019).   

Although its criticism, the Directive have contributed positively to SDG 
12.6 who required to UN’s Member States to: “Encourage companies, espe-
cially large and transnational companies, to adopt sustainable practices and 
to integrate sustainability information into their reporting cycle”. In 2017, 
the first results collected by academics and practitioners have showed an in-
crease the quantity of non-financial reports yearly disclosed by large firms. 
However, these studies reveal how the non-financial declarations prepared 
in according to the Directive 95/2014/EU have been characterised from sev-
eral differences in term of quality (Venturelli et al., 2018; Dawid et al., 2019; 
Mion and Loza Adaui, 2019; Popescu et al., 2019; Rizzato et al., 2019).   

However, prior studies have suggested how “quality” and “quantity” in 
non-financial reporting are two standalone topics (Michelon et al., 2015; 
Venturelli et al., 2019). In this sense, soma international surveys prepared by 
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practitioners and NGOs have showed how only few MNEs have started to 
explicitly provide information about their SDGs’ contribution in their non-
financial reports (KPMG, 2017; PWC, 2018). However, the explicit repre-
sentations of SDGs in non-financial reports is not the only signal of an effec-
tive orientation to these themes. In fact, firms could contribute to SDGs’ 
achievement without an explicit representation through their behaviours. 
Moreover, the disclosure of specific information related to the SDGs’ con-
cept represent another item useful for the comprehension of the degree of 
orientation toward SDGs. In this sense, the Global Reporting Initiative, UN 
Global Compact and WBCSD (2017) have provided a set of indicators useful 
to disclose firms’ contribution to SDGs.  

 
 

2. Sampling and Methods 
 
The aim of the present research is to evaluate which driver impacts on 

firm’s orientation toward SDGs.  
Following the prior studies about CSR’s reporting quality, we have built 

an assessment grids in order to evaluate the orientation toward SDGs. Spe-
cifically, we have built an SDG_Score who describe the degree of adherence 
to the guidelines provided by Global Reporting Initiative, UN Global Com-
pact and WBCSD (2017).  The choice to adopt this approach has been fa-
voured from the adoption of all the Italian Public Interest Entities of GRI as 
accounting standards (Deloitte, 2017).  

 

𝑆𝐷𝐺ௌ ൌ  
𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝐺𝑅𝐼 𝐼𝑛𝑑𝑒𝑥𝑒𝑠 𝑟𝑒𝑞𝑢𝑖𝑟𝑒𝑑 𝑏𝑦 𝑆𝐷𝐺 𝐶𝑜𝑚𝑝𝑎𝑠𝑠

𝑆𝐷𝐺 𝐶𝑜𝑚𝑝𝑎𝑠𝑠 𝑅𝑒𝑞𝑢𝑖𝑟𝑒𝑚𝑒𝑛𝑡
 

 
For our purposes, we have evaluated a set of firms involved by the effects 

of Directive 95/2014/EU that operate in non-financial sectors during 2017. 
The selection of the sample has been based on the official data provided by 
CONSOB (available at http://www.consob.it/web/area-pubblica/soggetti-
che-hanno-pubblicato-la-dnf). In order to evaluate the SDG_Score in accord-
ing to SDG Compass, we have considered in our research only the 115 firms 
that prepared their non-financial declarations in according to the latest GRI 
Standards.  

Furthermore, in order to evaluate wich factors impact on the average 
SDG_Score, we have performed an OLS analysis (Cooke, 1998). Specifi-
cally, for our purposes we have considered in our analysis three type of va-
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riables that describe the firms’ characteristics in term of governance, size and 
approach to CSR.  

 
𝑆𝐷𝐺ௌ ൌ 𝛽𝑆𝑖𝑧𝑒  𝛽𝐶𝑆𝑅  𝛽𝐺𝑜𝑣𝑒𝑟𝑛𝑎𝑛𝑐𝑒  𝜖 

 
The variables that represents firms’ size are Debt on Equity Ratio (D/E) 

and the natural logarithm of the total assets (SIZE). The variables that repre-
sents the reports’s characteristics are STANDALONE REPORT, EXPER-
TISE and CONSOLIDATED ACCOUNTING STANDARD. Finally, the 
variables that describe governance characteristics are BOARD SIZE, 
%WOMEN, % INDEPENDENT and MEETING.  

 
Tab. 1 – Variables Description 

Variable Description Sources 

D/E Debt on equity ratio Wickert et al., 2016 

SIZE Natural Logarithm of Total Asset Lee et al., 2013 

STANDALONE 
REPORT 

1 if the firms adopt standalone reports (eg. Sustainability 
Reports, Integrated Reports), 0 if not. 

Helfaya and Moussa, 
2017 

EXPERTISE 1 if the firms is a non-financial report early adopter, 0 if not Luo et al., 2017 

CONSOLIDATED 
REPORT 

1 if the firm adopt GRI Standards in a Core or Comprehensive 
way, 0 if not. 

Rezaee and Tuo, 2019 

CSR COMMITTEE 1 if the firm have organized a CRS Committe, 0 if not. Kitsikopoulous et al., 
2018 

BOARD SIZE Number of Directors involved in the Board Velte, 2017 

%WOMEN Percentage of women on BoD Khan et al., 2019 

%INDEPENDENT Percentage of independent on BoD Fernandez-Gago et 
al., 2018 

MEETING Number of BoD's meeting. Kent and Stewart, 
2008 

 
 

3. Results  
 
Our results denote an overall SDG_Score equal to 35,22%. This result 

denotes how the contribution to SDGs by Italian firms is limited (Venturelli 
et al., 2018). Moreover, our results highlight how the achievement of SDG 
12.6 is controversial. Specifically, the Italian context have contributed posi-
tively to SDG 12.6 without an effective orientation toward them. In this 
sense, regulation will impact only on quantity and not in quality.  
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The SDGs qualitatively more analysed from the Italian firms is SDG4 
(Ensure inclusive and equitable quality education and promote lifelong 
learning opportunities for all) followed by SDG10 (Reduce inequality within 
and among countries). According to prior studies about the Italian context, 
the central role covered by SDG4 and SDG10 could be related to the exist-
ence of prior form of non-financial regulation about the relationship with the 
employees (Mio and Venturelli, 2013). On the other hand, the indicator qual-
itatively less disclosed by Italian PIEs are SDG2 (End hunger, achieve food 
security and improved nutrition and promote sustainable agriculture) and 
SDG1 (End poverty in all its forms everywhere).  In this sense, the prioriti-
zation of these themes by the firms could have been negatively influenced 
by the institutional factors that characterize the Italian context (Mhlanga et 
al., 2018).  

 
Tab. 2 – SDG Score 

SDGs Mean Minimum Maximum Median Std. Deviation 

SDG1 20,31746% 0,000% 100,000% 0,00000% 31,178847% 

SDG2 19,71154% 0,000% 100,000% 0,00000% 34,428954% 

SDG3 35,72485% 0,000% 100,000% 30,76923% 21,247319% 

SDG4 80,18868% 0,000% 100,000% 100,00000% 40,047142% 

SDG5 49,03846% 0,000% 100,000% 50,00000% 22,080248% 

SDG6 25,18868% 0,000% 100,000% 20,00000% 28,258370% 

SDG7 33,26923% 0,000% 100,000% 20,00000% 27,675032% 

SDG8 36,24650% 0,000% 100,000% 32,35294% 19,715231% 

SDG9 26,21359% 0,000% 100,000% 33,33333% 27,475672% 

SDG10 60,18349% 0,000% 100,000% 60,00000% 26,873560% 

SDG11 27,18447% 0,000% 100,000% 0,00000% 44,708587% 

SDG12 33,54497% 0,000% 94,444% 27,77778% 23,455670% 

SDG13 33,57143% 0,000% 91,667% 33,33333% 23,240921% 

SDG14 28,05195% 0,000% 92,857% 21,42857% 24,567197% 

SDG15 27,51213% 0,000% 92,308% 23,07692% 24,204382% 

SDG16 30,54281% 0,000% 95,833% 25,00000% 21,404629% 

 
In order to exclude the existence of multicollinearity within the variables, 

we have conducted a correlation analysis. The choice to adopt correlation 
analysis as a test follows as evidence in prior accounting and management 
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studies (Kalnins, 2018). In fact, correlation analysis allows readers to easily 
understand the relationship between the factors observed. The absence of a 
strong positive or negative relationship between variables confirms the ab-
sence of multicollinearity.  

The regression analysis reveals how the variables SIZE, STANDALONE 
REPORT, EXPERTISE, CONSOLIDATED REPORTING STANDARD 
and INDEPENDENT impact positively on SDG_Score.  

The positive relationship between SIZE and SDG_Score confirms as ev-
idenced in prior studies about non-financial reporting quality. In particular, 
prior studies denoted how large firms are typically more oriented to adopt 
“experimentation” within their reports.  

The positive effects related to STANDALONE REPORT, EXPERTISE 
and CONSOLIDATED REPORTING STANDARD reveal how a central 
role in SDG reporting is covered by reports’ characteristics (Garzella and 
Fiorentino, 2013).  

 
Tab. 3 – Correlation analysis 

  Mean Dev.St. D/E Size 
Standalone 

report 
Expertise 

Consolidated 
report 

CSR 
Committee 

Board 
size 

% 
Women 

% 
Independent 

Meeting 

D/E 0,690 1,227 1 ,051 -,057 -,011 ,006 ,127 -,037 ,010 ,040 ,069 

Size 13,318 1,784  1 ,089 ,361** ,109 ,206* ,154 ,012 ,135 ,129 

Standalone 
report 

0,696 0,462   1 ,169 ,336** ,054 -,082 -,028 -,122 ,058 

Expertise 0,287 0,454    1 ,201* ,366** ,079 ,067 ,016 ,132 

Consolidated 
report 

0,539 0,501     1 ,171 ,036 -,179 ,013 -,037 

CSR 
Committee 

0,470 0,501      1 ,114 ,064 ,083 ,138 

Board size 9,439 2,829       1 -,022 ,284** -,074 

% Women 0,315 0,101        1 ,233* ,059 

% Independent 0,411 0,241         1 ,012 

Meeting 9,789 4,273                   1 

**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed). 

 
Our evidence reveals how the contribution to SDG 12.6 is influenced by 

the documents adopted by the firms in order to be compliant with Directive 
95/2014/EU. In fact, despite the possibility to prepare report inspired by GRI 
but based on a self-assessment made by the firms, the adoption of the Core 
or Comprehensive framework allows preparers to provide more details about 
themes related to SDGs.  In this sense, the reports prepared through the GRI-

Copyright © 2020 by FrancoAngeli s.r.l., Milano, Italy. ISBN 9788835103752



18 

Referenced framework could be perceived a signal of a low degree of orien-
tation toward SDGs. Moreover, the integration of the non-financial declara-
tions within the financial reports impact negatively on SDGs’ orientation. 
Finally, despite the existence of a set of common rules about non-financial 
reporting, the early adopters are typically more oriented to contribute posi-
tively on SDGs. 

Finally, the positive relationship between INDEPENDENT and 
SDG_Score confirms how the Board of Directors’ composition represents 
one of the main drivers for an effective transition to new form of governance 
inspired by a more sustainable vision of the business. Specifically, this result 
confirms the prior evidences about the central role covered by Independent 
Directors in non-financial practices.  

 
 

4. Conclusion 
 
The achievement of SDGs is one of the main targets for worldwide Gov-

ernments due to the exigence to identify new operational paradigms in order 
to increase the overall degree of sustainable development. However, this ac-
tivity is characterised by several criticisms related to its intrinsic complexity.  

 
Tab. 4 – OLS analysis. 

  B Std. Error Beta t Sig.  Tolerance VIF 

const.  -8,978 15,194   -,591 ,556     

D/E -,155 1,347 -,010 -,115 ,908 ,968 1,034 

SIZE 2,192 1,079 ,197 2,031 ,045 ,780 1,283 

STANDALONE REPORT 6,748 3,850 ,164 1,753 ,083 ,840 1,191 

EXPERTISE 7,248 4,157 ,173 1,744 ,084 ,746 1,341 

CONSOLIDATED REPORT 6,938 3,625 ,182 1,914 ,058 ,811 1,234 

CSR COMMITTEE 2,416 3,629 ,063 ,666 ,507 ,808 1,237 

BOARD SIZE -,180 ,623 -,026 -,288 ,774 ,872 1,147 

%WOMEN ,606 17,269 ,003 ,035 ,972 ,892 1,121 

%INDEPENDENT 13,409 7,450 ,169 1,800 ,075 ,830 1,204 

MEETING -,044 ,390 -,010 -,113 ,910 ,942 1,062 

R-Squared 0,268 

Adjusted R-Squared 0,195 
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Moreover, an effective achievement of these goals needs a highest con-
tribution from private sectors.  

Contrarily to MDGs, one of the main innovations in SDGs is represented 
by the explicit involvement of private firms in all the SDGs. However, the 
UN has explicitly required to Member States to identify new form of regula-
tion in order to increase the adoption of non-financial reporting’s systems by 
private firms in SDG 12.6 who required to Member States to sustain non-
financial reporting through new policies.  

Despite the Agenda 2030 has been introduced only in 2015, the Directive 
95/2014/EU have followed this requirement. However, its effect has been 
limited to an increase on the overall quantity of non-financial reports yearly 
prepared by the firms. In fact, as evidenced in prior studies, the Italian con-
text were just characterised by firms interested to disclose non-financial in-
formation (Venturelli et al., 2019; Cantino et al., 2019; Manes Rossi et al., 
2018).  

According to this evidence, our preliminary research will provide further 
information about Directive 95/2014/EU effectiveness (La Torre et al., 
2019). Moreover, we will extend the current debate about the contribution of 
accounting scholars to SDGs.  

The limitations of our research are represented by the sample composition 
due to the exclusion of Italian financial firms.  Moreover, in our research we 
don’t analyse the differences between listed and unlisted firms. In this sense, 
future research could be addressed to fill these gaps both through analysis on 
other geographical context and both through the analysis of different periods.  
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2. WHEN SOCIAL ACCOUNTING BECOMES  
AN OBLIGATION BY LAW.  

THE CASE OF ITALIAN SOCIAL ENTERPRISES 
 

by Gianluca Antonucci*, Michelina Venditti*, Ida Verna* 

 
 
 
 
 
 

Introduction 
 

This paper starts form the consideration that, while for a for profit firm, a 
common line of Corporate Social Responsibility (CSR) can be traced in the 
implementation of actions which explicitly, and especially voluntary, seek to 
serve a broader social purpose or lead to the betterment of society, the same 
common line cannot be traced for Third Sector Organisations (TSO) because 
their action is embedded in activities which can be considered not as volun-
tary which go beyond, but as a specific topic of the vision and mission of the 
different categories of TSOs which go from social services to advocacy, 
passing through social inclusion to environment protection. 

Thus the essence of a TSO is in the fact that it has a range of social and 
environmental goals, extremely diverse, as are its governance structures and 
the different groups of stakeholders who are engaged with such an organiza-
tion (Westall, 2004) and can be outlined in its ability to respond both to pri-
vate for-profit and public sectors’ limitations to meet various human needs 
(Weisbrod, 1988). Hence, we reflected that while in CSR there is a voluntary 
commitment, by a firm, “to go beyond”, enhancing mechanisms aiming at 
strengthening the involvement in community and society wellbeing, in the 
case of TSOs, community and society wellbeing, as well as stakeholders in-
teractions, are the essence for the existence of a TSO. 

The general aim of this paper is to look at the peculiarities of those TSO 
which, according to Hansmann’s taxonomy (1980) are commercial and entre-
preneurial. We therefore reflect on which should be the specific CSR 
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differences in the case of commercial entrepreneurial TSOs which are involved 
in the market, but, by definition, are not profit seeking and their vision and 
mission are strictly related with societal wellbeing. We thought that Social Ac-
counting (SA), in this sense, provides a set of tools and procedures aiming at 
measuring and analysing, as well as give information to all stakeholders, the 
social performance of organizations, being an inclusive field of accounting for 
social and environmental events which arise as a result of, and are intimately 
tied to the economic actions of organizations (Islam, 2015). 

Starting from the above considerations this paper intends to answer the fol-
lowing question: what is the relevance of Social Accounting and how and if it 
can be a relevant tool to show the peculiarities of TSOs involved in the market. 

In order to answer this question we decided to concentrate our analysis 
on a particular set of entrepreneurial TSOs that is Social Enterprises (SE) in 
Italy. We did this choice because SEs are an example of the ‘extreme border’ 
of TSOs involved in the market, and especially because Italian SEs represent 
the first case in the world in which – differently from all the other aspects 
related to CSR and especially its voluntary disclosure through SA schemes 
– social reporting represents an obligation, to be accomplished by Law, to 
present the observance of the ‘social’ attribute of any Italian SE. 

We decided to look at how they were realizing their social reporting and 
which was the effectiveness of these SA schemes in showing SEs differ-
ences. 

In particular the study, framed in Foucault’s theory of “governmental ra-
tionality” (Foucault, 1988, 1991), aims at analysing the role that this com-
pulsory SA schemes and practices of accountability have played in “detect 
and control the accounts” of Italian SEs. 

In order to answer our questions, we randomly selected, from the com-
pulsory national register of Italian SEs, 20 of the 2.852 registered SEs, from 
a subset in which we considered only those having more than 20 workers and 
we considered to avoid geographic and sectorial misrepresentation. Once 
collected their social reports, we decided to run the analysis looking at eight 
different aspects, giving a double scoring by two evaluators. 

Results show that a compulsory requirement, not followed by any control, 
has the risk of becoming a simply fulfilment, thus weakening the potentials 
of SA schemes and not responding to the necessary disclosure of the peculi-
arities of a commercial or entrepreneurial TSO. 

The study is structured in six paragraphs plus this one. The following par-
agraph features the principal characteristics of CSR and the specificities of 
TSOs and especially of entrepreneurial and commercial ones. The third par-
agraph presents the specific role of SA for commercial and entrepreneurial 
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TSO. The fourth one describes the peculiarities of Italian SE and the follow-
ing two describe the design and method and the findings of the analysis. The 
concluding paragraph presents some considerations about the relevance of 
the results and especially limitations and possible future developments. 

 
 

1. Corporate Social Responsibility and Third Sector Organisa-
tions 
 
From the inception of the new era of Corporate Social Responsibility 

(CSR) – that Carroll (1999) traces in Bowen’s publication (1953), where 
CSR (at that time simple Social Responsibility) was defined as business-
man’s obligations to pursue policies, making decisions desirable in terms of 
the objectives and values of the whole society – had a great development 
becoming recognised as an important contributor or constraint on the com-
petitiveness of the corporation (Porter and Kramer, 2006; Prahalad, 2005). 

Indeed the basic definition can still be embedded in «businessmen’s de-
cisions and actions taken for reasons at least partially beyond the firm’s di-
rect economic or technical interest» (Davis, 1960, p. 70), but it has been de-
veloped and increased, going far beyond, becoming compliance investment, 
operating in tune with the way the world works, thus requiring and defining 
managerial commitment and strategic thinking (Gates, 2008; Griffin, 2008; 
Potoski and Prakash, 2009; Griffin and Prakash, 2014) able to create not 
“simply” economic value, but, especially since the end of the 20th century, 
also opportunities for innovation-enhancing competitiveness (Bies et al., 
2007; Graves and Waddock, 1994; Hart and Sharma, 2004). Indeed, from the 
aspects initially related with philanthropic donation from wealthy industrial-
ists, CSR has evolved to successful commercial enterprises, thus bringing 
even a puzzling number of ways of acting that do not always cohere (Mar-
golis and Walsh, 2003; Orlitzky et al. 2003), but whose common bottom line 
can be anyway traced in organisation’s policies and programs which go be-
yond the requirements of extant law, and especially where the law is silent 
(e.g. the organisation discharges a level of pollutants which is much below 
the level according to the law, or even when there is no law about the level 
of pollutants; the organisation pays wages beyond the legal minimum). 

The evolution of the concept, together with a better definition of volun-
tary actions linked with evolving law requirements (especially for what re-
gards workers’ conditions and environment protection) lead to a larger and 
larger number of actions as well as beneficiaries, which vary a lot across 
industries, time, being now strictly linked to institutional and cultural 
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contexts (Matten and Crane, 2005; Miller and Guthrie, 2011; Prakash and 
Potoski, 2011; Griffin and Prakash, 2014), and in this sense the common line 
can be traced in the implementation, by the social responsible organisation, 
of actions which explicitly, and especially voluntary, seek to serve a broader 
social purpose or lead to the betterment of society (Margolis and Walsh, 
2003; Griffin and Prakash, 2014), thus going beyond local (geographically 
adjacent) neighborhoods as the sole or primary beneficiary of organizations’ 
impacts, but having a larger set of stakeholders (Barnett, 2013; Hess et al., 
2008; Matten and Moon, 2008; Waddock, 2008; Windsor, 2006) that can 
even arrive to the consideration of the Earth as a whole like in the case of 
initiatives for the reduction of greenhouse gases. 

Now, if in the case of for profit companies, it is clear that CSR is a vol-
untary explicit strategy to pursue something which goes far beyond obliga-
tions seeking to serve a broader social purpose or lead to the betterment of 
society, a completely different theme can be seen in the case of Third Sector 
Organisations1 in which, in most of the cases, their action is embedded in 
activities which can be considered not as voluntary which go beyond, but as 
a specific topic of their vision and mission. Just to make an example of this 
marked difference, it is possible to consider Davidson’s four categories of 
social responsibility as traced in Wulfson (2001): 

 Maintaining community relations through charitable activities and fi-
nancial support; 

 Contributing to humanistic efforts such as equality in the workplace; 
 Expressing environmental obligations that affect air and water;  
 Giving a priority to consumers with fair pricing and safety issues. 
 
We can clearly understand as those categories embed the different actions 

of different aims and reasons of existence of the different categories of Third 
Sector Organisations which goes from social services to advocacy, passing 
through social inclusion. 

Indeed the essence of a Third Sector Organisation (TSO) – embedded in 
an institutional sector which ranges from organizations that are fully-grant 
dependent to those that are fully self-financing and from those that compete 
in mainstream markets to those that provide non-marketable goods and ser-
vices – is in the fact that it has a range of social and environmental goals 
extremely diverse as are its governance structures and the different groups 

 
1 Considering, with this label, all those groups and organizations (e.g.: voluntary organisations, 
non-profit organisations, associations, social cooperatives, civil society organisations) encom-
passed in what has been defined ‘loose and baggy monster’ (Kendall and Knapp, 1995) and is 
still looking for a complete accepted conceptualisation (e.g. Salamon and Sokolowski, 2016). 
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of stakeholders who are engaged with such an organization (Westall, 2004). 
Moreover the last decades have seen a great increase of these organizations 
that occupy the social space between the market and the state, variously 
known as the “nonprofit,” the “voluntary,” the “civil society,” the “third,” 
the “social economy,” the “NGO,” or the “charitable” sector including a be-
wildering array of entities such as: hospitals, universities, social clubs, pro-
fessional organizations, day care centers, grassroots development organiza-
tions, health clinics, environmental groups, family counseling agencies, self-
help groups, religious congregations, sports clubs, job training centers, hu-
man rights organizations, community associations, soup kitchens, homeless 
shelters, and many more (Salamon and Sokolowsky, 2010). 

The essence of a TSO can be outlined in its ability to respond both to 
private for-profit and public sectors’ limitations to meet various human needs 
(Weisbrod, 1988).  

TSO are firms that are formally organized as either nonprofit corporations 
or charitable trusts characterized by the “nondistribution constraint” that pro-
hibits the distribution of residual earnings to individuals who exercise control 
over the firm because net earnings, if any, must be retained and devoted, in 
their entirety, to finance further production of the services that the organiza-
tion was formed to provide (Hansmann, 1980). According to the source of 
income and the way in which they are controlled Hansmann (1987) identifies 
the following typologies of TSO:  

 Donative TSOs, which receive most or all of their income in the form 
of grants or donations;  

 Commercial TSOs, which receive the bulk of their income from prices 
charged for their services.  

 Mutual TSOs, which are controlled by their patrons;  
 Entrepreneurial TSOs, which are largely free from the exercise of for-

mal control by their patrons. 
 
Last but not least Laville et al (1999), in defining the peculiarities of 

TSOs, specify that these organizations are created not for maximizing return 
on investment, rather for meeting a general or mutual interest, contributing 
to the common good, or meeting social demands expressed by certain seg-
ments of the population.  

In looking at the basic common line in CSR definitions and statements, 
together with the basic historical definitions of TSOs, it can be easily out-
lined that, while in CSR there is a voluntary commitment, by a firm, to go 
beyond basic law requirements, enhancing mechanisms which are not related 
with the strict economic return and profit increase, but aim at strengthening 
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the involvement in community and society wellbeing, arriving even to the 
consideration of the Earth as a whole in the case of environmental protection, 
in the case of TSOs, the community and society wellbeing, as well as stake-
holders interactions, are the essence for the existence of a TSO which, by 
definition, it is not devoted to any profit, because it cannot have any distri-
bution of residual earnings to individuals. 

Starting from the above considerations, the aim of this paper is to look at 
the peculiarities of those TSO which, according to Hansmann’s taxonomy 
are commercial and entrepreneurial. More in detail the paper intends to an-
swer the following research question: Which should be the specific CSR dif-
ferences in the case of commercial entrepreneurial TSOs which are involved 
in the market, but, by definition, are not profit seeking and their vision and 
mission are strictly related with societal wellbeing? 

In particular, we are interested in what is the relevance of Social Account-
ing and how and if it can be a relevant tool to show the peculiarities of TSOs 
involved in the market. 

 
 

2. Commercial and entrepreneurial Third Sector Organisations 
and the primary role of Social Accounting 
 
The development of different typologies of TSOs led, in the last decades, 

to a great increase, especially in developed countries, of the number of TSOs 
acting in the market, arising the need of specific tools to mark the differences 
of a TSO acting in the same market together with for profit organisations. In 
order to make an example, we can quote the following cases outlined by 
Weisbrod (1998): «if a non-profit university sees the need to modernize its 
scientific equipment in order to meet the cuts to research spending, but also 
public and private funding donations undergo reductions or do not grow 
enough, it becomes tempting then the possibility of having type commercial 
revenue (ie profits arising from exchanges in some product in market). Sim-
ilarly, if the number of homeless is growing despite the actions taken by the 
government, a non-profit organization committed to the fight against poverty 
could be attracted by commercial mechanisms in order to obtain additional 
resources to achieve its aim» (Weisbrod, 1998, p. 26). In the above reported 
examples Weisbrod underlined (in a book properly entitled the Commercial 
Transformation of the Nonprofit Sector) as TSOs can act in the market, but 
it is important – in order to be still defined a TSO and especially to avoid any 
risk of suspect of unfair competition against the other for profit organisations 
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operating in the same market – that all obtained additional resources are used 
to achieve its aim.  

It appears clear that, in order to show that the commercial action in the 
market does not represent an unfair competition against for profit organisa-
tions, a TSO ought to report, in a proper way, which are the obtained addi-
tional resources, how they have been obtained and, most of all, for what have 
been used, specifying that the use of these additional resources goes in the 
direction of achieving its aims. In this sense appears important the role that 
can be accomplished by a proper definition of a Social Accountability 
scheme. 

Social Accounting (SA) provides a set of tools and procedures aiming at 
measuring and analyzing, as well as give information to all stakeholders, the 
social performance of organizations. Thus it is based on a voluntary disclo-
sure by an organization which decides to give information about product and 
consumer interests, employee interests, community activities and environ-
mental impacts, having different reporting schemes which underline differ-
ent aspects far from the “simple” financial reporting concerning profits. 

Indeed, since the mid of the 1970s, private enterprises have been increas-
ingly providing a high level of motivation in ensuring that their aggregate 
impact upon society was consistent with social goals and aspirations, think-
ing that the profit was not anymore an exclusive variable to measure corpo-
rate performance. At that time «a comprehensive analysis of the social im-
pact of private enterprise suffered […] from a general absence of reliable 
data on aggregate social costs and benefits of business and on how these were 
shared among various social groups» (Ramanathan, 1976, 516).  

The challenges involved in accounting for corporate social performance 
thus started to engage a particular attention, by major accounting institutions, 
because the solutions to many social problems required the active and willing 
involvement of private business organizations, and consequently, the extent 
that measured corporate profits was not anymore adequate. A broader 
scheme of corporate performance measurement was then necessary (Rama-
nathan, 1976). 

Along the years, together with the development of CSR principles, many 
steps have been made towards the solution of the problem of finding a 
broader scheme of corporate performance measurement able to include so-
cial issues. Nowadays SA is widely recognized and «can be defined as a set 
of organizational activities that deals with the measurement and analysis of 
the social performance of organizations and the reporting of results to con-
cerned groups, both within and outside the organization […]. Social account-
ing is an inclusive field of accounting for social and environmental events 
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which arise as a result of, and are intimately tied to the economic actions of 
organizations» (Islam, 2015, p. 11). 

But if the aim of SA is clear, there is not yet any unique shared technique 
as the ones regarding the principles concerning financial performance ac-
counting. The main definitions, as summarized by Islam are the following: 

 Social accounting is the process of selecting firm-level social varia-
bles, measures, and measurement procedures; systematically develop-
ing information useful for evaluating the firm’s social performance; 
and communicating such information to concerned social groups, both 
within and outside the firm; 

 Social accounting is the process of communicating the social and en-
vironmental effects of organizations’ economic actions to particular 
interest groups within society and to society at large. As such, it in-
volves extending the accountability of organizations (particularly cor-
porations) beyond the traditional role of providing a financial account 
of capital, in particular, to shareholders. Such an extension is predi-
cated upon the assumption that companies do have wider responsibil-
ities beyond simply making money for their shareholders; 

 At the very least, social accounting means an extension of disclosure 
into non-traditional areas such as providing information about em-
ployees, products, community services and the prevention and reduc-
tion of pollution. However, the term social accounting is also used to 
describe a comprehensive form of accounting which takes into ac-
count externalities; 

 Social accounting is that aspect of accountancy which, while indistin-
guishable from financial and management accounting, deals more spe-
cifically with environmental concerns; that is, it is an aspect of the 
information system that enables data collection and analysis, perfor-
mance follow-up, decision-making and accountability for the manage-
ment of environmental costs and risks (Islam, 2015, p. 12). 

 
As a logical consequence of the coexistence of different definitions, each 

one underlining a specific aspect of SA, and the absence of a unique shared 
reporting technique, social reporting still remains an issue concerning volun-
tary (never mandatory) disclosure by firms about different aspects such as: 
product and consumer interests, employee interests, community activities 
and environmental impacts, having different reporting schemes which un-
derline different aspects according to the aim of the voluntary disclosure de-
cided by each organization. 
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SA can be indeed considered within the issues regarding CSR reporting 
where it can include social reporting and/or environmental reporting, and the 
two can be considered as components of sustainability reporting, which can 
be considered as an addendum to the financial reporting concerning eco-
nomic performance (Deegan, 2014).  

The growth of CSR practices led, in the last decades, to an increase in the 
use, by more and more organizations, of SA practices having, as conse-
quence, both an increase in SA research, and a growth of national and inter-
national institutional groups aiming at defining rules and schemes for SA. 
Indeed, social reporting still remains a voluntary disclosure, but the increase 
of the demand about social reporting, as well as the aim of clearly defining 
all different aspects related with reporting schemes about organizational 
transparency, responsiveness, ethics, sustainability, to name a few, led, in the 
last decades, an important development of non-financial reporting schemes. 
All these schemes have in common the concepts regarding CSR, also if de-
clined in different ways according to different certifying subjects.  

The point is that the concept of being accountable about social aspects is 
becoming nowadays such a great issue that certifying bodies are becoming 
in some sense specialized upon a specific topic. For instance AA 1000 seeks 
more about stakeholder engagement, SA 8000 seeks more about working 
conditions, GRI seeks more about environment and pollution aspects, CSR 
seeks more about non-financial reporting schemes. 

The central issue for CSR for TSOs, whatever the legal nature, is that 
these organisations have, as inspiring mission, a social objective rather than 
the search for profits, because they prioritize their social objectives which 
are designed to serve social needs unmet by either public or private sectors. 
These social objectives are often asserted within the mission statement writ-
ten into the organization’s charter, therefore «the social objectives are not a 
secondary consideration, as when a conventional business decides to em-
brace CSR while in pursuit of profit, but are central to the organization’s 
purpose from its inception» (Mook et al. 2015, p. 8). That is why, also if SA 
still remains voluntary and not mandatory, for TSOs the disclosure of the 
achievement of social objectives is part of their reason of existence. 

This aspect becomes crucial for TSOs which are more commercial and/or 
entrepreneurial such as: cooperatives and social enterprises, because they 
produce for the market being anyway clearly socially oriented. Indeed social 
cooperatives and social enterprises «have grown to the point where they are 
hard to distinguish operationally from for-profit businesses, particularly if 
some type of limitation on the distribution of profit is taken as a proxy for 
the pursuit of public purpose» (Salamon and Sokolowski, 2016, p. 1529). 
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Because of the fact that these organizations are hardly operationally dis-
tinguishable from for-profit business ones, SA principles and social reporting 
schemes can really represent a convincing and valid possibility to correctly 
account that the organization is operationally working for achieving its mis-
sion. A mission that have social objectives, often even written into the or-
ganization’s charter, which are different from a for profit business organiza-
tion. That is why – differently from business for profit organizations that 
voluntary decide to embrace CSR principles using also social reporting 
schemes – TSOs which are more commercial and/or entrepreneurial, in some 
sense need SA principles and use social reporting schemes in order to mark 
their difference and specificities, demonstrating, towards all the different 
shareholders and stakeholders, that they are achieving their mission. 

 
 

3. Unit of Analysis: Social Enterprises in Italy 
 

Having the aim of tracing the peculiarities of SA for commercial and en-
trepreneurial TSOs as a basic tool for showing, not a voluntary action in the 
field of CSR, rather than a tool to mark their difference and specificities, 
demonstrating, towards all the different shareholders and stakeholders, that 
they are achieving their mission we decided to concentrate our analysis on a 
particular set of entrepreneurial TSOs that is Social Enterprises (SE) in Italy. 
We did this choice not simply because SEs are an example of the ‘extreme 
border’ of TSOs involved in the market, rather because Italian SEs represent 
the first case in the world in which – differently from all the other aspects 
related to CSR and especially its voluntary disclosure through SA schemes 
– social reporting represents an obligation to be accomplished by Law. 

SEs are a recent reality in the Italian panorama of TSOs, they were born 
with the Legislative Decree No. 155/2006, and developed after the enactment 
of the regulations decrees of January 2008. They are defined as private or-
ganizations, despite the legal form (i.e. associations, cooperatives, social co-
operatives, LTDs, etc.) exercising, in a longstanding way and as main orga-
nized activity, an activity whose aim is the production or exchange of social 
goods and/or utility services for disadvantaged categories.  

In accordance with article 2 of the Decree, goods and services having a 
social value, are those ones produced and/or sold in the following areas: 1) 
social assistance; 2) health care; 3) social-health care; 4) education, instruc-
tion and training; 5) protection of the environment and ecosystem with the 
exception of activities, usually pursued,  regarding the collection and recy-
cling of municipal waste, special and hazardous waste; 6) enhancement of 
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cultural heritage, 7) social tourism; 8) university and post-graduate educa-
tion; 9) research and cultural services provision; 10) outside-school training, 
aimed at the prevention of school dropout; 11) instrumental services to social 
enterprises. Moreover, can be defined as SEs those companies, whatever is 
the field in which they operate, that carry out their activities in order to sup-
port the employment of disadvantaged categories, if the latter account for at 
least the 30% of the total workforce.  

In this sense in Italian SEs, the ‘social’ aspect that characterizes them can 
be found either directly, through the production and exchange of social goods 
and services with a public value, or indirectly, given that the activity does 
not count as itself, but it is rather seen as a ‘tool’ for facilitating, the employ-
ment of disadvantaged categories as defined in the EU regulation  
COM(2002)2204 enacted by the EU Commission. 

The Decree states that Italian SEs are considered non-profit enterprises, 
given that in the article it is established for them the absence of any for-profit, 
and also that a SE must use, any surplus or increase of equity, in the pursuit 
of statutory aims. By law it is forbidden for them, to distribute, even indi-
rectly, profits and surpluses, however denominated, as well as funds and re-
serves, in favour of directors, members, participants, workers or employees. 

It is also possible to identify, in the enacting of the act, an indication qual-
ifying Italian SEs as non-profit companies, considering the provisions in re-
lation to the protection of the environment, since, as shown above, while ac-
knowledging the possibility of working in this field, as qualifying the soci-
ality of actions in favour of the protection of the environment, it is anyway 
excluded any ordinary activities for the collection and recycling of municipal 
waste, recognizing the fact that, in this particular field, they should stimulate 
further advocacy and new tools to defend the ecosystem, excluding any ‘or-
dinary’ activity for the disposal and recycling of waste prescribed by the reg-
ulations in force in this field. 

The relevant specificity for our investigation lies in the fact that, in addi-
tion to records provided by other businesses, Italian SEs have the obligation 
to prepare and file in the Register of Companies, an annual social report, 
prepared in accordance with what established in the guidelines prepared in 
the decree of January 2008. The social report ought to represent the ob-
servance of the ‘social’ attribute of any SE.  

In synthesis the Decree states the commitment, for Italian SEs, to have 
also a non-financial accountability SA scheme as, among the others, a basic 
obligation in order to effectively show their social mission, aims, and results. 

The point that they can be accounted as TSOs also if they deal in a trend 
of ‘commercialization’ of the no profit sector, being indeed enterprises and 
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having the possibility to freely act in the market, especially in the case of 
social enterprises that operate in fields different from social services but are 
recognised as social enterprises because they support employment of disad-
vantaged categories. But in this sense the commercialization should not be 
seen as a paradox rather than a way for finding money to better reach the 
organization’s social aims (Weisbrod, 1998). So in the case of SE that can 
be opened in all sectors, the commercial activity must be really seen as a tool 
to solve the market failure of unemployment of disadvantaged people (that 
find more problems than ‘normal’ ones in looking for a job, because of phys-
ical difficulties or, in the majority of the case, because of stigma) and not the 
aim of the enterprise. In some sense SEs in Italy can be seen as the top of the 
representation of the third sector as a system of interaction among State, 
community and market (Defourny and Pestoff, 2008). 

 
 

4. Design and Method 
 

Starting from the consideration that SA represents a topic issue in stating 
the peculiarities which mark TSOs difference and specificities, demonstrat-
ing, towards all the different shareholders and stakeholders, that they are 
achieving their mission, and considering also that Italian SEs represent the 
first case in which SA schemes are compulsory by Law to account towards 
the market the Government and the whole society that an SE acting in the 
market is doing it to achieve its proper aims and missions, we decided to look 
at how those realities were realizing their social reporting and which was the 
effectiveness of these SA schemes in showing SEs differences with other 
realities acting in the same market especially for what regards the clarifica-
tion that SEs were not doing any unfair competition. 

In particular the study, framed in Foucault’s theory of “governmental ra-
tionality” (Foucault, 1988, 1991), aims at analysing the role that this com-
pulsory SA schemes and practices of accountability have played in “detect 
and control the accounts” of Italian SEs. 

In order to achieve our aim we randomly selected, from the compulsory 
national register of Italian SEs (as modified after the Decree 16 mar 2018 by 
the Ministry of Labour and Social Development), 20 of the 2.852 registered 
SEs. More specifically we selected them randomly from a subset in which 
we considered only those having more than 20 workers, to avoid details 
which could be different for small associations and similar realities, being 
more interested in looking at those realities which were more engaged in 
market activities. In the selection we considered to avoid geographic and 
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sectorial misrepresentation considering also that, we already knew by previ-
ous researchers that about 40% of them operate in the field of education and 
one out of three of the total has been opened in the territories of Campania 
Region (Antonucci, 2015). Because of the lack of an open official register, 
as will be explained in the next paragraph, we had to look for social reports 
which were made freely available by the randomly selected organisation, 
thus repeating the random choice each time in which the selected one did not 
have any voluntary disclosure on its website. So in this sense there is a kind 
of small bias in the selection, but, according to the results showed in the next 
paragraph it even confirms our conclusions about the lack of any form of 
“reprimand” both by the authorities and the stakeholders. 

Once collected the SA reports we decided to run a on texts analysis (Bauer 
and Gaskell, 2000) of them trying to look at how they were disclosing and 
communicated their results according to their aims looking in particular for 
any specific representation of outcomes related to outputs. 

 
 

5. Findings 
 

The first aspect that surprised us in looking at the data was that, while in 
the online specific Register of Enterprises (hwww.registroimprese.it) was 
possible to ask for information regarding registering data and general infor-
mation (visura) as well as for financial reporting, there was no any ‘button’ 
for doing any query about social reporting. In this sense it emerged that, also 
if by Law it was compulsory to draw up a social report, this was not consid-
ered as an information which could be requested and read. This was a first 
indication on how if something is made compulsory by law but if it is not 
considered as relevant by the society as a whole, it remains simply a formal 
obligation but have no any significant meaning in terms of disclosure, and 
cannot be considered in any way a possibility to check for effective actions 
in respect of the law. 

Once we decided to work around, looking at social reporting voluntary 
disposed by the organisation in their websites (so repeating the random 
choice any time that we did not find any report made available), we found 
that approximately (this data was found revealing how many times we had 
to repeat the choice so it is not free of bias) only one out of ten voluntary 
presented their social reports to an open public. Once again the data is not 
reliable in the count, but it is anyway a great indication on how low consid-
eration is given by this SEs to the voluntary disclosure of their social mission 
as stated in their vision and mission. 
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Once selected the 20 reports, we decided to run the analysis looking at 
the following aspects, giving a double scoring by two evaluators and with 
indications that could be “yes” or “not” (indicating the presence or the ab-
sence of the indicator) or a score from 1 to 5, were 1 represented basic ac-
complishment and 5 full accomplishment. The themes on which we run the 
analysis were the following: 

 clear definition of the methodology with score from 1 to 5; 
 reporting style following the rules of Italian TSO Commission as 

stated in the L.D. 155/2006 and subsequent modifications with score 
yes or no; 

 clear statement of vision and mission with score from 1 to 5; 
 reference to quality certification by external parties with score yes or 

no 
 clear identification of decision making and control processes with 

score from 1 to 5; 
 indication about innovative projects with score yes or no; 
 stakeholders mapping with score from 1 to 5 
 indication about outcome and or reference to results and objectives 

stated in the previous reporting with score yes or no; 
 
The following table reports the different obtained scores (Table 1). 
As it can be easily seen looking at the reported scores, the disclosure of 

the specificities which define the peculiarities of SEs as entrepreneurial 
TSOs does not appear to be a topic issue for Italian SEs rather it appears to 
be “just” an obligation to be fulfilled. In most of the cases there was no spe-
cific reference to the chosen methodology to draft the social reporting. 

In few cases there were references to GRI or GBS (Gruppo Bilancio So-
ciale) but in the large majority there was just a general reference to the “De-
creto attuativo del Ministero della Solidarietà Sociale del 24/01/2008 con-
tenente le Linee Guida per la redazione del bilancio sociale” as issued by the 
Ministry together with the enactment of Decree Laws concerning SEs after 
the Legislative Decree 155/2006. Indeed, all the reports appeared to be 
drafted following the rules by the TSO Commission. 

Much better results have been found in showing a clear definition of mis-
sion and vision, stating the principles which characterises their own SE as 
different by the other for profit organisations operating in the same industrial 
sector, but these can be read as indication of principles rather than presenta-
tion of achieved results.  
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Tab. 1 – Obtained scores 

 

clear 
definition 

of the 
metho-
dology 

reporting 
style 

following 
the rules 
of TSO 

Commis-
sion 

clear 
state-

ment of 
vision 
and 

mission 

reference 
to quality 
certifica-
tion by 
external 
parties 

clear 
identifi-
cation of 
decision 
making 

and 
control 

processes 

indication 
about 

innovative 
projects 

stake-
holders 

mapping 

indication 
about 

outcome and 
or reference 

to results and 
objectives 
stated in 
previous 
reporting 

1 1 yes 3 no 1 no 2 no 

2 1 yes 3 no 1 no 3 no 

3 1 yes 4 no 2 no 3 no 

4 3 yes 5 yes 4 yes 4 no 

5 1 yes 3 no 3 no 3.5 no 

6 1 yes 2 no 1 no 2 no 

7 1 yes 2 no 1 no 2 no 

8 2 yes 3.5 yes 3 yes 4 no 

9 1 yes 3 no 2 no 3 no 

10 3 yes 5 yes 5 yes 5 no 

11 1 yes 3 no 2 no 3 no 

12 1 yes 2 no 1 no 2 no 

13 1 yes 3 no 2 no 3 no 

14 1 yes 3 no 2 no 3 no 

15 2 yes 3.5 yes 3.5 no 3.5 no 

16 1 yes 3 no 3 yes 3 no 

17 3 yes 5 yes 5 yes 5 no 

18 2 yes 4 yes 3 no 4 no 

19 1 yes 3.5 no 1 no 3 no 

20 1 yes 3 yes 1 no 2 no 

 
In some cases there were references to quality certifications by third par-

ties (all referred to ISO certifications) but, looking at the related activities, 
we suspected (we had no possibility to prove our hypothesis) that this certi-
fications were seen as a possibility to have additional points in applying to 
tenders by the public administration to implement activities within a co-pro-
duction scheme.  
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Only in few cases there was a clear statement about decision making and 
control processes, but not clearly defining, for instance, good policies for 
avoiding any possible discrimination. As a matter of fact it can be noted that 
in most of the cases, the aspect (defined in the Ministerial guidelines) regard-
ing gender discrimination simply reported about the number of female em-
ployed people on the total workforce without any specific reference to any 
specific activities for facilitating, for instance working hours by mothers with 
young children. 

Only in few cases there was a clear indication about the planning and 
implementation of new and innovative projects to better fulfil what stated in 
the vision and mission and in no one there was any reference to specific in-
dicators to measure the validity of these projects. 

The stakeholders mapping appeared of good level in many cases also 
showing clear numbers about direct and indirect beneficiaries as well as de-
scribing graphs. 

The worst aspect regards the fact that in no case there was any reference 
to the outcome achieved as well as there was no reference to results and ob-
jectives planned in previous reporting and achieved thanks to the work done. 

 
 

6. Conclusion 
 

After stating the differences and peculiarities of CSR for entrepreneurial 
TSOs and after defining the central role of SA for these organisations that – 
differently from business for profit organizations that voluntary decide to 
embrace CSR principles using also social reporting schemes – in some sense 
need SA principles and use social reporting schemes in order to mark their 
difference and specificities, demonstrating, towards all the different share-
holders and stakeholders, that they are achieving their mission which is de-
voted to the community and society wellbeing, this paper analyzed a specific 
subset of Entrepreneurial TSOs that is the one of Italian SEs. 

The choice of Italian SEs was made by the consideration that they repre-
sent the first case in which SA is not a voluntary action rather it is a law 
obligation. Also if not completely free from possible bias, a good example 
of 20 Italian SEs has been selected and their social reports have been ana-
lysed using the principles of text analysis defining eight investigating as-
pects. 

The analysis we run is partial and a preliminary one no far from bias: 
number of case should be absolutely enlarged (20 cases are few) and espe-
cially the scoring and connections among factors can be better outlined 
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maybe arriving at the possibility to construct an exploratory, factor analysis. 
We can say that methodologically it represent a kind of completed pilot anal-
ysis to better investigate the issues we framed in this paper. 

We can in any case say that the results show that the enactment of an 
obligation by law is far from facilitating the clear disclosure of their peculiar 
aspects rather is seen more as an obligation to be accomplished. In this sense 
once gain referring to Foucault’s reference to Discipline and Punish (1977) 
that if there is a “simple” reference to discipline, without any control at dis-
tance, a SA scheme becomes “just” a law requirement to be fulfilled, but it 
is not at all a tool for control at distance. Indeed, considering the fact that 
there is no check on the quality of legal requirements, the analysed SEs 
simply drafted a social reporting but without clearly stating what are the as-
pects that define them as different from the other organisations which act in 
the same market. 
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3. HOW IS THE PUBLIC SECTOR RELEVANT  
TO THE CSR DEBATE? A STRATEGIC APPROACH 
TO SOCIAL ASPECTS: SOCIALLY RESPONSIBLE 

PUBLIC PROCUREMENT 
 

by Antonio Costa*, Giuseppe Dammacco**, Alessandra Tafuro* 

 
 
 
 

Introduction 
 

Corporate social responsibility (CSR) has become a significant topic in 
management research but it originated in the early 1950s (Carroll, 2008; 
Dahlsrud, 2008). While it has been studied from both theoretical and empir-
ical points of view, most of the attention on CSR has been focused on busi-
ness activities (Werther and Chandler, 2005; Branco and Rodrigues, 2006; 
Boehe and Cruz,2010; McWilliams and Siegel, 2000; Cheng et al. 2014), 
whereas neither non-profit organizations (Moon and Sochaki, 1996; Al-
bareda et al., 2007 Acar et al. 2001; Hogan, 2008; Andreini et al. 2012; 
Puentes et al. 2012; Bouckaert and Vandenhove 1998; Lin-Hi, 2015) nor 
public sector organizations (Gribben et al. 2001; Lepoutre et al. 2004; Moon, 
2004) have attracted similar interest. The analysis presented in this paper 
seeks to address this knowledge gap by focusing on CSR in public sector 
organizations (PSOs). The European Commission has entrusted PSOs with 
a strengthening of their CSR practices.  

One on the most useful assessments of the role of government in CSR is that 
of Fox et al. (2002), who defined four different roles that could be adopted by 
governments. These were later summarized by Albrareda et al. (2008), as: 

 mandating; 
 facilitating; 
 partnering; 
 endorsing. 
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Briefly, in their mandating role, governments at different levels define 
minimum standards for business performance that are embedded within a 
legal framework. In their facilitating role, PSOs enable or incentivize com-
panies to engage with their CSR agenda or drive social and environmental 
improvements, for example, by adopting guidelines on related fiscal incen-
tives. In their partnering role, PSOs may act as participants or facilitators 
while in their endorsing role, the endorsement can take various forms, in-
cluding through policy documents, the “demonstration” effect of public pro-
curement or public sector management practices, and direct recognition of 
the efforts of individual enterprises through award schemes. 

Understanding public sector interventions through these four central roles 
has the immediate advantage of simplicity (Ward 2004). Typically, the pub-
lic sector is expected to exert a regulatory role in CSR, especially when pub-
lic authorities (municipalities, districts, federal or regional governments and 
intergovernmental bodies) embed the recommendations outlined in interna-
tional CSR frameworks in national legislation and policies. Governments al-
low coverage of the complete CSR agenda, and they are neutral in that they 
do not have inherent biases toward any particular set of public sector actions. 
A CSR agenda can also be applied at various levels and by a range of actors. 
Thus, public bodies could function to better align CSR practices with public 
sector development strategies. However, public authorities could also play a 
leading, exemplary role by implementing best practice, whether as employ-
ers, purchasers or service providers. This would require that social responsi-
bility be integrated into the core strategy of each public organization and 
drive its decision-making processes.  

The strategic role of public procurement in social responsibility practices 
was highlighted in a publication by Price Waterhouse Cooper (2015) and in 
previous studies (Brammer and Walker, 2009, 2011, Ross, 2012; Bratt et al. 
2013). In those reports, public procurement was not considered as a purely 
administrative function but as a strategic tool to achieve specific goals, no-
tably those of sustainable and social development.  

Considering the complexity of balancing the economic, environmental 
and social dimensions of sustainability into the same contract, most of the 
studies in the literature mainly concern green public procurement (Michelsen 
and de Boer, 2009; Parikka-Alhola, 2008; Tafuro, 2013; Testa et al., 2016) 
rather than social public procurement (Hoejmose and Adrien-Kirby, 2012) 
or socially responsible public procurement (SRPP). This is consistent with 
the overshadowing of social aspects of sustainability by environmental and 
economic dimensions (Hutchins and Sutherland, 2008). 

In light of these premises, the aims of this paper are: 
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 to seek to address a knowledge gap presents in management academic 
literature relatively the theme of CSR in the public sector organiza-
tions; 

 to launch a scholar debate on how the public sector organizations 
could have a proactive role to implementing socially responsible pub-
lic practices and, consequently, increase the public value pursued by 
public organizations. 

 
After this introduction, our paper is structured as follows. In Section 2, 

the link between social responsibility and PSOs is discussed. Section 3 con-
siders the importance for PSOs of adopting a strategic approach to procure-
ment that includes social considerations, i.e., SRPP. Section 4 presents the 
example of the Barcelona City Council Decree for socially responsible pub-
lic procurement as one of the first experiences in SRPP. Our concluding re-
marks make up Section 5.  

 
 

1. Social responsibility and public sector organizations 
 
A discussion of social responsibility requires a rethinking of the role that 

each entity, i.e., the private and public sectors, play in society. In their study, 
Fusco et al. (2018) argued that the concept of CSR must go beyond corporate 
to include public sector social responsibility (Pollifroni, 2007). Thus, in ac-
tivities such as procurement, the public sector is required to ensure best value 
(Bailey et al. 2008), accompanied by transparency and monitored by the rel-
evant authorities or other stakeholders. 

Hawrysz and Foltys (2016) noted the external and internal roles of PSOs 
in relation to social responsibility. The external role concerns promotion of 
the CSR concept in the business environment. The internal role refers to the 
need for the PSOs themselves to behave as socially responsible entities: (1) 
during implementation of the tasks assigned to them and in close correlation 
with the objectives of the organization and (2) as the result of efforts to build 
mutual trust and transparency in relationships with both the external and the 
internal environment of the organization. Social responsibility is usually con-
sidered a redundant topic in PSOs, as these are by definition oriented to meet 
social demands. Unlike in the private sector, where the goal is to provide the 
greatest total value for shareholders, the public sector’s goal is to create value 
for the communities it serves. Thus, the public sector has the civic responsi-
bility of properly managing public goods, resources, and facilities, also with 
the aim of supporting sustainable development objectives while promoting 
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public interest. Its organizations should be open and transparent in their ac-
tions.  

Given the size and diversity of the public sector, social and environmental 
accounting and accountability merit research attention. Indeed, in the last 20 
years, academic and professional interest in social, environmental and sus-
tainability reporting - as a tool through which various practices are disclosed 
to stakeholders - has expanded to include the public sector (Farneti and Guth-
rie, 2009, Adams, Muir and Hoque, 2014, Alcaraz-Quiles et al., 2014; Ball 
and Bebbington, 2008; Ball, 2014; Ball, Grubnic and Birchall, 2014), alt-
hough most of the studies have evaluated either a single country or a specific 
type of organization. 

If social responsibility is intrinsic to the nature of public administrations, 
why declare and explain it? 

Many public administrations have recently started experimenting with 
new forms of reporting of their activities, in an attempt to profoundly inno-
vate how its achievements choices, actions, and results can be made trans-
parent and communicated both to citizens and to the various external and 
internal stakeholders. Most of these efforts have been aimed at internalizing, 
even in a public context, the logic of social responsibility, according to which 
each institution is responsible for the effects of its actions on its interlocutors 
and on the community. This responsibility requires providing an account of 
those actions to the various partners in order to build a relationship of trust 
and permanent dialogue with them. Social reporting by public administra-
tions must therefore allow individual citizens, families, companies, associa-
tions, and other public or private institutions to understand and evaluate the 
effects of the administrative actions. Consequently, social reporting can be 
considered as a response to the lack of comprehensibility of public reporting 
systems (Mussari and Monfardini, 2010). It seeks to achieve a transparency 
of the actions that have been undertaken and their results as well as to clarify 
the aims, policies, strategies, and communication. 

But what previous studies have not considered is: assuming the need for 
social responsibility also in the public sector, how can it be best achieved?  

 
 

2. The strategic approach to social responsibility: socially respon-
sible public procurement 
 
Assuming that social responsibility is indeed intrinsic to the basic societal 

mission of public administrations (PAs), then, by integrating the principles 
of social responsibility into their management practices, they can play a 
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driving and revitalizing role in society as a whole and act a reference model 
for citizens and organizations (Vázquez et al. 2016). A strategic approach 
that focuses on the social aspects of the enormous public expenditures of PAs 
could contribute to a more sustainable and inclusive economy. According to 
Cravero (2018), if social objectives are considered as a strategic dimension 
of public procurement rather than as a secondary consideration, then a shift 
in procurement policies is needed to adopt a more strategically focused ap-
proach. 

Socially responsible procurement can be defined as the choice by an or-
ganization to purchase goods and services that are not only fiscally respon-
sible but which also provide a larger social value. Historically, the social 
benefit of a procurement has been a secondary consideration, as the first pri-
ority is to obtain goods or services at the best price. However, municipalities 
and organizations are increasingly realizing the added value of social pro-
curement and are working towards embedding the practice as a priority in 
their overall strategies. Thus, public procurement has become a strategic op-
eration in which purchasing is leveraged to support societal goals. 

In recent years, PSOs, including PAs, have become more seriously in-
volved in designing and implementing sustainable procurement, with a focus 
on integrating environmental and social issues into procurement processes 
(Thomson and Jackson, 2007; Preuss, 2009; Gelderman et al., 2015, 2017). 
Environmental aspects are typically included through the development of 
green public procurement (Michelsen and de Boer, 2009; Fet et al., 2011; 
Testa et al. 2012, 2016). While PSOs can use their purchasing power and 
procurement practices to generate positive social impacts, the challenges 
posed by social considerations and their integration within the procurement 
process remain. Nonetheless, the potential is significant. For example, public 
authorities in the EU spend about 14% of GDP on public purchases, which 
represents an enormous potential for driving markets towards ethical and 
sustainable purchases and for supporting local job creation, while also satis-
fying administration needs. 

Public procurement legislation ensures that public procurement proce-
dures are transparent and not discriminatory but it does not determine or de-
fine the methods or conditions by which contracting authorities should pro-
cure goods or service or conclude contracts. 

In a report by the European Commission (2010) and in a study by Pirvu 
and Stanciu-Tolea (2016), four basic approaches to the integration of social 
aspects in public procurement were considered:  
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 The inclusion of social criteria in the object of the public procurement 
contract and/or in the technical specifications of the goods/services to 
be purchased;  

 The exclusion (in compliance with the provisions of the law) from 
public procurement procedures of tenderers that do not meet a certain 
social conduct standard, as determined based on previous examples 
thereof; 

 The inclusion of social aspects in the awarding criteria; 
 The monitoring of related social conditions after the award of the pub-

lic procurement contract. 
 
However, «social aspects», «social considerations» and «social condi-

tions» can be interpreted as ranging from the fundamental rights and princi-
ples of equal treatment and non-discrimination to the application of legisla-
tion to social matters, the reintegration of disadvantaged people excluded 
from the labor market, and the implementation of positive actions aimed at 
combatting unemployment and social exclusion. 

Contracting entities can serve as an example of socially responsible pro-
curement. Moreover, by demonstrating the public sector’s willingness to in-
vest in socially responsible procurement and informing the public about the 
impacts of these activities, the public sector can influence private consump-
tion and buying habits. The incorporation of social criteria within public pro-
curement includes the following steps:  

 The inclusion of social aspects into the mission, vision, and goals of 
the procuring entity and the incorporation of social considerations into 
the relevant guiding documents of the organization; 

 Planning which type(s) of social clause(s) should be included in the 
tender document; 

 Execution of the tender; 
 Verification and the initiation of monitoring activities; 
 Reporting of the social outcome, including in the organization’s an-

nual report. 
 
If the contracting entity’s national or local social priorities (for example, 

job creation or protecting human rights) are clearly identified in the strategy 
of socially responsible procurement, the links between public procurement 
and more extensive goals and entities become more evident, as does the role 
of procurement as a tool for implementing these policies. Clear targets can 
thus also be specified for procurement, and their achievement then moni-
tored.  
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In addition, the public sector can take into account the societal impacts of 
its procurement in a broader sense, by looking beyond the purchasing price 
or the price-quality relationship. Clearly, value does not simply mean finan-
cial return, as social and environmental returns are equally important, if not 
more so. Thus, the most economically advantageous tender criteria can allow 
the contracting authority to include criteria that reflect the qualitative, tech-
nical and sustainable aspects of the tender submission as well as the price 
when reaching an award decision. 

 
Fig. 1 – The five steps in socially sustainable procurement 

         
 
Social considerations need to be integrated into the entire contract cycle, 

including in the selection of contractors that offer works, services, and sup-
plies. The goal is a balance between quality and price while also fostering 
the values and practices of a socially responsible business model that, by 
adding social efficiency to the contract, enhances the efficiency and quality 
of service delivery.  

Public authorities can incorporate specific social measures into a purchas-
ing process by including them within technical specifications, selection cri-
teria, award criteria and contract performance clauses. All players involved 
in public procurement must support and contribute to the design and imple-
mentation of a new public procurement strategy, one that defines the 
achievement of public policy goals as structural elements in the purpose of 
the contract. 
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Bovis (2005) defined public procurement as «the supply chain system for 
the acquisition of all necessary goods, works and services by the state and 
its organs when acting in pursuit of public interest». The term social pro-
curement» refers to how the purchase of good, services and works by organ-
izations can generate positive social impacts. This means the inclusion of 
social matters in the procurement of goods or services and projects and there-
fore as part of the measured outcome.  

Social benefit or social impact can be linked to procurement practice in a 
number of ways, the most common of which is the incorporation of social 
clauses into the procurement process. These must be appropriate to the pur-
chasing objective of the contract and should include: 

 reference to measurable performance indicators or social impact 
measures (Table 1), including information on: 

 reporting of the impact by the supplier/contractor; 
 monitoring of the impact by the contracting organization; 
 the review process used to evaluate the contractor’s performance in 

relation to the impact. 
 
Halloran (2017) found that the monitoring and evaluation of contracts is 

seen by more public authorities as the most difficult aspect of social procure-
ment. To facilitate the monitoring process, public authorities can use the out-
come- or impact-based approach. The former uses simple short-term quanti-
fiable indicators, for example, the number of people employed from a spe-
cific group. Impact-based approaches consider long-term, often qualitative, 
complex indicators, such as the effect of local procurement on reducing the 
poverty rate. The impacts of social procurement are difficult to articulate us-
ing a single measurable target (e.g., increased employment), and even more 
so within a specific contract. Consequently, organizations will generally 
monitor outcomes, as this approach is less costly and more tangible Hebb 
and Hachigian (2017). Nonetheless, by focusing on outputs they must avoid 
losing sight of the impacts sought. 

 
 
3. The Barcelona City Council Decree for Socially Responsible 

Public Procurement 
 
The following presentation of the Barcelona City Council Decree for So-

cially Responsible Public Procurement demonstrates the benefits of respon-
sible public purchases and the inclusion of social considerations in the 
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contracting authority’s strategy. In addition, it serves as a practical tool for 
public servants and employees in charge of tendering processes.  

 
Tab. 1 – Social Impact Measures 

Impact Key value indicators 

Employment and 
training impacts 

- Number of jobs / training opportunities created  
- Retention rates of employees over time 
- Percent of jobs for particular groups / localities  
- Types of jobs / training opportunities created 
- Percent of people moving into mainstream employment (from transitional employment op-
portunities)  
- Percent of people employed who are long-term unemployed or come from particular tar-
get demographics 

Social inclusion im-
pacts 

- Percent of spending on non-profits, social enterprises or other entities with social objec-
tives  
- Percent of spending on businesses majority owned by particular target groups (e.g. local 
businesses) 
Qualitative reports of inclusion impacts from participants / constituents 

Diversity and equa-
lity impacts 

Percent and number of contracts held by diverse suppliers, e.g., social enterprises, local 
businesses, disability enterprise or social firms, enterprises owned by women 
- Nature of the contracts held by diverse suppliers 

Service innovation 
impacts 

Percent shift in key indicators of focus issues (e.g., a decrease in crime rates) of the target 
locality  
- Comparative impact data  
 Amount spent in relation to the benefit of an innovative vs. traditional approach 

Local sustainability 
impacts 

Number or percent of contracts awarded to local businesses  
- Amount spent in the local economy  
- Number of local jobs or training opportunities generated  
- Multiplier effect calculation of local spending. 

Fair trade impacts Amount spent on fair trade products  
- Financial impact on producer communities compared with non-fair trade purchasing 
 - Amount spent on organizations that support fair labor standards  

Source: Burkett I. (2010), Social procurement in Australia 

 
The Barcelona City Council has promoted a socially responsible public 

procurement process that incorporates social justice goals and supports the so-
cial and employment rights of the individuals who execute its contracts. The 
Decree was designed to tackle the city’s increasing unemployment level, in 
particular among people with the most pressing socio-economic needs, includ-
ing the unemployed receiving no form of income (representing half of all the 
unemployed), unemployed youth, and people living below the poverty line.  

The Decree includes a number of innovative elements in public procure-
ment practices:  
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 Contracting companies must commit to complying with socially re-
sponsible criteria; 

 The traditional scope of public procurement should be expanded such 
that it aims not only at investing in the procurement of goods, but also 
at implementing public social policies; 

 Small and medium enterprises, especially, social enterprises, should 
be favored in the tendering process. 

 
The Barcelona City Council published a specific guide (Social Public 

Procurement Guide) in which social measures (Table 2) aimed at promoting 
the execution of contracts are specified while following a business model 
based on sufficient salaries and stable employment contracts. The guide also 
elaborates a code of ethical behavior in which gender equality and employ-
ment access for individuals who have difficulties securing jobs are a priority 
in the recruitment process. These measures seek to promote an economy 
based on cooperation, social awareness, and solidarity, with special protec-
tion for small and medium-sized enterprises. 

Overall, the decree integrates social considerations into all municipal-
public contracts. Tendering companies are required to comply with specific 
criteria over the duration of the contract (Table 3).  

In its first year of implementation (2015), 75% of all published contracts 
incorporated the stipulated social clauses and 770 people in situations of so-
cial exclusion or at risk of social exclusion benefited from the decree.  

Table 4 provides an example of the impact of the decree. 
The initiative is still at an early stage and its long-term results remain to 

be determined. To allow measurement of the impact, the 2018 plan lists de-
tailed indicators that can be applied to monitor the results. 

The City Council will track contractors’ performances and compliance 
using a specialized software tool. A report presenting the preliminary results, 
lessons learned, and best practices will be elaborated. The decree had yet to 
reach its full impact, in particular since the multi-annual contracts of many 
city administrations will incorporate the social criteria only when they come 
up for renewal. 

The model has generated great interest in local administrations across 
Catalonia and in other parts of Spain.  
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Tab. 2 – Social measures 

Measures supporting the employment rights of the 
workers executing the contracts 

• Positively appraising open ended recruitment 
• Maintaining employment conditions, taking into account 

applicable employment agreements during the lifetime of 
the contract 

• Positively appraising improved wages with regard to 
benchmark employment agreements 

• Transfer of the work force 
• Joint responsibility for reconciling work with personal and 

family time 

Measures for promoting employment and social in-
clusion 

• Recruiting unemployed people with special job place-
ment or social-exclusion problems 

• Workers with disabilities 
• Universal accessibility 

Measures for promoting social undertakings and an 
economic model supporting social awareness and 
solidarity  

• Reserved contracts 
• Subcontracting through social economy undertakings 
• Compliance with social and employment regulations in 

the production process and commercial distribution 

Measures for promoting SMEs • Paying subcontracted companies directly 
• Monitoring subcontracting at the contracts’ execution 

stage 

Measures supporting the employment rights of the 
individuals executing the contracts 

• Gender equality. 
• Equal opportunities and nondiscrimination against LGBTI 

people 

Source: adopted from Art. 4, Mayoral Decree S1/D/2017-1271 

 
Following the example of the Barcelona City Council, many cities have 

expressed interest in replicating the model. For this purpose, the City Council 
is in contact with other municipalities and regularly holds conferences and 
information sessions to transfer its experience. To accelerate a national 
rollout, the Council is preparing an online platform to promote the exchange 
of best practices and lessons learned among municipalities with respect to 
social public procurement. In the next few years, the Council will consolidate 
the model and verify the outcomes. Given the broad consensus among the 
different actors as well as the current momentum in the area of social public 
procurement, the initiative has the potential to become a strong tool of social 
and economic transformation. 
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Tab. 3 – Specific Measures of Social Public Procurement 

Voluntary 
Award Criteria 

Obligatory Contract 
Performance Conditions 

Reserved Contracts 

Appropriate weight given to price to 
ensure quality of service and social 
rights (price is limited to 30% of the 
total score). Consideration of the 
highest tender in terms of the salaries 
offered to the workers assigned to 
perform the contract, taking into ac-
count among others, the sector's 
wages and the standard professional 
categories. Consideration of compa-
nies with a higher number of workers 
who have worked on stable employ-
ment in recent years (up to 10% of to-
tal score) 

Subcontracting a specific part or parts of the 
contract subject matter to social economy 
enterprises (up to 35% of the price). Hiring 
unemployed people with particular job place-
ment and social-exclusion problems (if the 
characteristics of the contract allow it). Sub-
mission of a gender equality plan in compli-
ance with legislation on gender equality. At 
least 2% of staff must be people with disabil-
ity in companies with more than 50 employ-
ees. Contracting body can pay the subcon-
tractor directly if there is an unjustified delay 
on the side of the main contractor. Contrac-
tor should adopt measures to reconcile work 
time with family and personal time 

Reservation of public con-
tracts for special work cen-
ters and social integration 
enterprises to favour inclu-
sion of socially marginalized 
groups. In the case of con-
tracting with no competition, 
the reservation can be ex-
panded to other non-profit 
organizations and busi-
nesses aiming at reintegrat-
ing socially excluded people 
in society. 

Source: EVPA, Barcelona City Council Social Public Procurement, available on 
https://evpa.eu.co 
 
 

4. Conclusions 
 
The concept of social responsibility is usually considered inherent to the 

basic mission of PAs in society. However, it has become clear that the public 
sector must go beyond this definition, by changing its mode of operation such 
that it includes social aspects within its operations. Procurement is not simply 
a transactional process but a strategic operation of PSOs that can be lever-
aged to support societal goals (UNE, 2017). By including the adoption of 
social responsibility principles in their own management practices, PSOs can 
play a driving and revitalizing role in society as a whole in addition to provid-
ing a model for citizens and other business entities. 

The attention to social aspects in public procurement must be part of the 
basic strategy of PSOs. Incorporating social criteria into daily procurement 
practices will facilitate the development of constructive routines and enable 
social responsibility to become a natural and integral part of the procurement 
process. Moreover, it will enhance the contribution of PSOs to improving 
social conditions and to the sustainable development of their communities 
and thus to society as a whole.  
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Tab. 4 – Barcelona public procurement: results from 2018 

 €1.1b spent on public contracts (out of a total City Council budget of €2.55b); 
 Between 30,000 and 40,000 public contracts; 
 Around 500 tenders with social measures launched since adoption of the Decree.  
 Between €8m and 9m reserved for special work centers, social integration enterprises and other non-profit 

organizations. 

 
Municipalities and PSOs are becoming increasingly aware of the added 

value of social procurement and are therefore working towards embedding 
related practices within their overall procurement strategies. The develop-
ment of a social public procurement guideline can encourage and facilitate 
public agencies to include social and/or environmental considerations in the 
procurement process. However, budget officials and administrators may not 
have the required skills or guidelines to allow them to proceed effectively. 
Thus, the provision of technical support and training to these individuals can 
help them to develop the skills necessary for incorporating social and/or en-
vironmental considerations into public procurement and for evaluating those 
aspects within tender proposals. 

There is no best way to execute social public procurement and the chosen 
method must take into account the goals of the PSOs. However, the first step, 
i.e., a clear choice to support social procurement, will enable the later adop-
tion of larger socio-economic goals related to poverty, labor, health and a 
robust economy. 

The challenges include the weaknesses of monitoring systems; as social 
performance needs to be measured with the same level of robustness used to 
evaluate environmental or financial performance. Also, social clauses in pub-
lic contracting remain voluntary. This is an area in which the EU can advo-
cate, but should not impose, greater harmonization and systematization in 
procurement practices. It is essential to identify current social sustainability 
profiles to design potential improvements. The identification of good poli-
cies and practices that are already being implemented will facilitate their fur-
ther adoption by other public or private organizations. Obtaining a cultural 
change in the public procurement practice is especially difficult, as it neces-
sitates the adoption of new templates, contracts, and clauses. Administrative 
bodies have to change internally in order to incorporate new tendering prin-
ciples and selection processes. At the same time, contractors must adapt to 
the new measures and implement guidelines for public contracts. 

Disseminating information on socially responsible procurement and shar-
ing positive experiences and examples with other contracting entities trans-
mits a positive message of its impact and benefits. This awareness will 
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encourage both public and private buyers to include social considerations in 
procurement. For example, the positive experiences resulting from responsi-
ble procurement can be shared on the contracting entity’s website. In addi-
tion to the sharing of good practices, the possible risks and the pitfalls that 
should be avoided should also be communicated. Open communication will 
also increase public sector transparency to the benefit of citizens and resi-
dents. It will also help suppliers of the products or services to be purchased 
to anticipate the social requirements established for the procurement. 
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ECO-INNOVATIONS FOR THE PURSUIT OF CSR 
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Introduction  
 

The sensitivity of citizens towards environmental issues and awareness 
of environmental risks has increased exponentially for at least thirty years. 
This circumstance has led the European Union and other nations to endorse 
somewhat pervasive actions finalized at generating superior levels of well-
being compatible with the protection of natural capital, the use of renewable 
energy sources, the recycling of waste, the minimization of emissions, the 
creation of more comfortable workspaces.  

The pursuit of these principles has led among companies to the diffusion 
of Corporate Social Responsibility (CSR) principles here meant as «a way 
to do business that respects stakeholders’ expectations and maintains ethical 
values» (Coronella et al., 2018, p. 645). Indeed, companies are progressively 
obliged to conform their governance and organizational models with the 
adoption of environmentally sustainable techniques, technologies and pro-
duction processes in the face of requests from multiple stakeholders (Mio et 
al., 2015; Balluchi and Furlotti, 2017). The obligation of a social and envi-
ronmental reporting for large companies (directive 2014/95/EU) concerning, 
inter alia, the use of renewable resources, the emission of pollutants, the im-
pact of their activity on health and safety of people, is a clear example of 
how these commitments have become rigorous constraints for corporate 
strategies. 
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Adherence to the principles of CSR, however, should not be interpreted 
only as a source of obligations and costs for companies. If in the ‘90s re-
searchers wondered if adapting to the CSR principle was compatible with the 
pursuit of the traditional conditions of economic viability (Porter and van der 
Linde, 1995), nowadays it has been shown that this is not only possible, but 
essential for the same survival and development needs of the business devel-
opment (Cafferata, 2009; Coronella et al., 2016; Venturelli et al., 2017). 
Moreover, scholars emphasize that competitiveness of companies is increas-
ingly linked to the state of health of the surrounding environment (Porter and 
Kramer, 2006; Corazza et al., 2017; Porter and Kramer, 2019). 

Indeed, it is not a surprise considering that established assumptions of the 
Italian School of Business Administration and Accounting (Bertini, 1995; 
Coda, 1998; Catturi, 2009; Sorci, 2005) have long stressed that the develop-
ment of companies must proceed through a multidimensional path, where 
profitability is just one of the dimensions with the social, environmental and 
competitive ones.  

Since the engine of future firms’ competitiveness lies in making invest-
ments to implement innovations (Malerba, 2000; Ahmed and Shepherd, 
2010; Corbetta and Morosetti, 2018), the latter have to be compatible with 
the introduction of new product, process, organizational change or marketing 
solutions that reduces the use of natural resources and environmental hazards 
across the whole life cycle of goods and services. These innovations are de-
fined as eco-innovations (Rennings, 2000). 

At the international level, the issue of eco-innovations is quickly gaining 
momentum. Within economic and business literature, a flourishing debate 
concerning the determinants that favour their adoption has developed. So far, 
researchers’ attention was mainly paid on large manufacturing corporations 
operating in traditional sectors, while scarce attention was devoted at mall 
and medium enterprises (SMEs).  In addition, few studies are addressed to 
the national reality (Mazzanti and Zoboli, 2009; Cainelli and Mazzanti, 
2013; Marin et al., 2015).  

In this view, this paper investigates the predisposition to eco-innovate 
among SMEs innovation-oriented that operate mainly in the services sector. 
According to leading scholars (e.g. van Stel et al., 2007; Acs and Audretsch, 
2009; Storey and Greene, 2010), these firms will represent the future of mod-
ern quaternary economies, as they operate in advanced or cutting-edge sec-
tors and with a high probability of expanding rapidly and creating net em-
ployment such as “gazelles” or “high-growth firms”. 

Our purpose is to contribute to provide initial learning pathways for pol-
icy makers into the proposal of measures stimulating investments in eco-
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innovations among SMEs. Meanwhile, we aspire to provide entrepreneurs 
with a knowledge base for such a critical for the future development of their 
organisations. 

The paper is organized as follows. Paragraph 2 specifies the determinants 
of eco-innovation considered, while paragraphs 3 and 4 discuss, respectively, 
about the empirical investigation and the main results emerged. Paragraph 5 
reports the conclusions. 

 
 

1. The eco-innovations determinants 
 
Like any investment, eco-innovations impact on consolidated production 

processes, therefore on actual and expected cost configurations and revenues, 
with consequences on economic and financial dynamics; as well as on me-
dium-long term competitiveness. Usually the investments decisions can arise 
because of endogenous pushes (products differentiation, increasing customer 
satisfaction, equipment obsolescence, etc.) or as effect of external solicitations 
(regulations, incentives, technological progress, competitor’s strategies, etc.). 
In any case, their adoption presupposes the availability of adequate tangible 
and intangible resources and overcoming the intrinsic resistance to change in 
economic organizations. 

All these aspects introduce elements of uncertainty in the governance of a 
company, increase complexity and complicate the decision-making process. 
From the entrepreneurial perspective, therefore, there can be several pressures 
towards the adoption of eco-innovations, but also many obstacles. 

Even so, international literature has so far analysed the determinants of in-
novation in a rather inhomogeneous and incomplete manner; succeeding to 
examine only a few determinants at a time, and usually recurring to dichoto-
mous distinctions. For example, discussing between positive or negative de-
terminants, internal or external drivers, technology-push or market-pull factors 
(De Marchi, 2012; Triguero et al., 2013; Cai and Zhou 2014; Hojnik and 
Ruzzier, 2016; Del Rio et al., 2017). In addition, the results obtained from 
these investigations can rarely be generalized, since the determinants can in-
fluence each other, their weight may vary according to the characteristics of 
the firm, and often they behave either as drivers, or as hindering factors (Pe-
reira and Vence, 2012; Xavier et al., 2017; He et al., 2015). 

In this view, this paper ponders the effects of a certain number of determi-
nants according to the solicitations coming from the socio-environmental con-
text, and the availability of endogenous resources. Specifically, in the first cir-
cumstance, the influence of stakeholders and, more explicitly, of public 
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administrations is considered. In the second circumstance, the possession of 
competencies and expected environmental and economic performance is ex-
amined. 

Both customers and suppliers can solicitate their client firms to adopt those 
eco-innovations which are consistent with those already adopted by them-
selves, or to implement their innovative output (Yalabik and Fairchild, 2011; 
Guoyou et al., 2013). Generally speaking, the greater the degree of integration 
and cooperation with other companies, the greater the likelihood of adopting 
eco-innovations (Wagner and Llerena, 2011; Triguero et al., 2013). Interna-
tional openness is also significantly and positively associated with eco-inno-
vation (Hojnik et al., 2018); as well as the presence of a high competitive in-
tensity (del Rio et al., 2016; Tumelero et al., 2019). 

Anyway, the whole cultural environment can have a positive influence on 
the adoption of eco-innovations; both internally and externally (Horbach, 
2014). In the first case, the same entrepreneurial or managerial team, or the 
whole company staff can stimulate the adoption of eco-innovations because 
encouraged by the company itself, or being customer or beneficiary of the 
changes introduced (Pereir and Vence, 2012). In the second case, reference is 
made to other institutions that may want to build, for their own purposes, a 
green or ethical image. For example, financial intermediaries and investors 
show a greater propensity to finance environmentally friendly investments 
(Halila and Rundquist, 2011). 

However, it is possible to claim that probably the most influential stake-
holder is represented by the public administrations. In fact, in order to support 
positive externalities connected to the diffusion of eco-innovations (e.g. lower 
pollution from emissions), public bodies endorse policy-driven eco-innova-
tions by means territorial cross-fertilization of specific knowledge or imitative 
effects (Rennings, 2000), (Cainelli et al., 2017; Mazzanti, 2018). These poli-
cies consist basically in fiscal or monetary benefits, in the offer of intangible 
assets mainly provided by universities, research laboratories and chambers of 
commerce or, more effectively, in the introduction of compulsory regulations 
(Mazzanti and Zoboli, 2009; Hojnik and Ruzzier, 2016; He et al., 2018). 

About the endogenous resources, determinants refer both to the availability 
of tangible human and financial resources, and to the technological, organiza-
tional and management competencies necessary to implement eco-innovations 
(Mazzanti, Zoboli, 2009; Wagner and Llerena, 2012; Kesidou and Demirel, 
2012). Up to now, due to the difficulty of objectively assessing and measuring 
intangible assets, scholars have addressed this issue occasionally (Horbach, 
2008; Pereira and Vence, 2012). However, in many cases these resources may 
play a role particularly relevant, if not decisive (del Rio et al., 2016). 
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To evaluate the impact exercised by the expectations of greater economic 
performance following the adoption of eco-innovations is very difficult. In the 
face of certain investment costs, in fact, the expected revenues or other hoped 
benefits can only be estimated (Horbach, 2008). In addition, many business 
performances concern the other dimensions of corporate development (social, 
environmental and competitive) which include, for example, image improve-
ment, legitimacy, to be a first mover, motivation of employees (Thomas, 2012; 
Fiorentino et al., 2016). Even if these aspects can become a source of compet-
itive advantages (Porter and van der Linde, 1995), they are very hard to quan-
tify in advance.  

To date, while scholars are uncertain about the economic outcome associ-
ated with eco-innovations between certain costs and expected benefits, as it 
depends on unpredictable reactions from the different industrial players (Pe-
reira and Vence, 2012; He et al., 2018), the effect of eco-innovations on envi-
ronmental (and economic) performance is considered positive, as they deter-
mine a reduction in resource consumption, emissions and pollution with posi-
tive consequences on costs (Horbach, 2008; Demirel and Kesidou, 2011).  

 
 

2. The investigated SMEs  
 
To verify the impact of the described determinants, a survey on a popula-

tion of 1,035 innovative firms was considered. These firms were registered 
on 1 April 2019 in the database (Register of Innovative SMEs) established 
by Italian Law 33/2015. The latter aims at favouring the creation of an inno-
vation ecosystem based on sustainable growth, technological development, 
technology transfer processes, research enhancement and the attraction of 
talents and capital. Firms having a production site or branch in Italy can reg-
ister themselves in the database if satisfying defined requirements concern-
ing dimension and technological innovation (incidence of R&D and innova-
tion expenses, level of education and professional experience of founders, 
patents ownership). Registered companies benefit of advantages ranging 
from flexible rules for corporate management to the possibility of raising 
capital through equity crowdfunding, as well as from facilities for accessing 
bank credit to tax incentives for investments. 

To avoid the typical limits (Zhang, 2012; Wallgren and Wallgren, 2014) 
related to the quality of the data coming from administrative archives (for 
example the missed or delayed update) that can introduce distortive effects 
caused by incorrect selection (and consequently coverage errors) all the firms 
included in the Register were initially contacted. From the list were excluded 
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51 firms for which it was not possible to trace website, e-mail or telephone 
number. Due to the spatial heterogeneity of company distribution, stratified 
sampling criteria was used, using the three Italian macro-areas as a stratifi-
cation variable (Fig. 1). 

The sample size was determined by considering the variability of some 
structural features, such as the classes of employees, capital and turnover in 
the Register on the accessed date. 

 
Fig. 1 – Distribution by macro area of the firms included in the sample (%) 

 
 
The sample was set at 155 units, representing over 15% of the reference 

population. All SMEs extracted from the list with simple random sampling 
were invited to participate in the survey by completing an on-line question-
naire divided into eighteen closed questions with a 5-way Likert scale. Ques-
tions were organised into four topics: external determinants concerning 
stakeholders and public administrations, internal determinants regarding en-
dogenous skills and expected economic and environmental performance. As 
three interviewed firms did not provide a feedback, the final sample size is 
limited to 152, despite attempts to recover unresponsive units. 

The questionnaire partially replies the one proposed by the aforemen-
tioned survey of Cai and Li (2018). Nevertheless, as illustrated in Figure 2, 
it was previously discussed through two meetings of the research team with 
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three entrepreneurs, and with three experts of the economic system. In addi-
tion, before inviting SMEs to answer, a pilot questionnaire was also tested 
by directly interviewing five owners of local SMEs operating in advanced 
sectors (four for services, one for manufacturing). 

Tab. 1 shows some structural business variables of the sample. It can be 
observed that we refer fundamentally to weakly capitalized small enterprises 
(in particular in the South), active by far in the services sector. However, 
being high value-added firms, proportionately higher turnover levels 
emerges. 

 
Fig. 2 – The methodological approach 

 
 
With regard to the structural features, it should be specified that the de-

terminants of eco-innovation differ between sectors, being higher in the cut-
ting-edge segments (Horbach, 2008; Cainelli and Mazzanti, 2013; Triguero 
et al., 2013), while younger age and larger size tend to exert a positive influ-
ence (De Marchi, 2012; del Rio et al., 2017). The young age of all the SMEs 
in the sample theoretically makes them possess a more open and sensitive 
mentality towards the theme of environmental sustainability. However, 
young and small companies may not yet be adequately structured to approach 
the problems of environmental sustainability in a systematic way (Cai and 
Zhou, 2014; Hojnik and Ruzzier 2016; Cai and Li, 2018).  

To check if there is a relationship of dependence between the described 
company features and the territorial distribution, a test was conducted based 
on the χ2 statistic (Tab. 2). The analysis of the values of the performed sta-
tistical tests shows that the characteristics of the companies included in the 
register of SME’s are independent of the territorial distribution.  
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3. The findings  
 

Despite the surveyed SMEs, a high sensitivity to sustainable development 
emerges, their concrete actions towards eco-innovations emerge as overall 
modest. Therefore, even if a third of firms recognize that both their output, 
and production processes have to comply with precise eco-compatibility re-
quirements, only 10% claim to adopt a documented plan or rules for ecolog-
ical management, compared to 32% who admit they do not have it at all.  
 
Tab. 1 – Percentage and absolute distribution (in brackets) of the sample 

Italy North  Centre  South   

Employees Total 

0-4 25,4 (18) 25,7 (9) 47,8 (22) 32,2 (49) 

5-9 18,3 (13) 20,0 (7) 26,1 (12) 21,0 (32) 

10-19 26,8 (19) 34,3 (12) 13,0 (6) 23,3 (37) 

20-49 18,3 (13) 11,4 (4) 10,9 (5) 14,5 (22) 

50-249 9,9 (7) 5,7 (2) 2,2 (1) 6,6 (10) 

>250 1,4 (1) 2,9 (1) 0,0 (0) 1,3   (2) 

Totale 100  (71) 100  (35) 100 (46) (152) 

Turnover (€ *1.000)  

0-100 8,5 (6) 11,4 (4) 15,2  (7) 11,2 (17) 

101-500 26,8 (19) 34,3 (12) 34,8 (16) 30,9 (47) 

501-1.000 16,9 (12) 17,1 (6) 17,4 (8) 17,1 (26) 

1.001-2.000 12,7 (9) 17,1 (6) 19,6 (9) 15,8 (24) 

2.000-5.000 16,9 (12) 8,6 (3) 10,9 (5) 13,2 (20) 

5.0001-10.000 9,9 (7) 0,0 (0) 2,2 (1) 5,3   (8) 

10.001-50.00 8,5 (6)  11,4 (4) 0,0 (0) 16,6 (10) 

Total 100  (71) 100  (35) 100 (46) (152) 

Capital (€)  

0-5.000 2,8 (2) 0,0 (0) 0,0 (0)  1,3   (2) 

5.000-10.000 12,7 (9) 8,6 (3) 21,7 (10)  14,5 (22) 

10.000-50.000 33,8 (24) 40,0 (14) 39,1 (18) 36,8 (56) 

50.000-100.000 11,3 (8) 20,0 (7) 8,7 (4) 12,5 (19) 

100.000-250.000 12,7 (9) 5,7 (2) 13,0 (6) 11,2 (17) 

250.000-500.000 4,2 (3) 5,7 (2) 6,5 (3) 5,3   (8) 

500.000-1.000.000 4,2 (3) 5,7 (2) 8,7 (4) 5,9   (9) 

1.000.000-2.500.000 9,9 (7) 2,9 (1) 2,2 (1) 5,9   (9) 

2.500.000-5.000.00 1,4 (1) 5,7 (2) 0,0 (0) 2,0   (3) 

 >5.000.000 7,0 (5) 5,7 (2) 0,0 (0) 4,6   (7) 

Total 100  (71) 100  (35) 100 (46) (152) 

Sector  

Commerce 4,2 (3) 5,7 (2) 8,7 (4)  5,9   (9) 

Manifacturing 19,7 (14) 22,9 (8) 28,3 (13)  23,0 (35) 

Services 76,1 (54) 71,4 (25) 63,0 (29) 71,1 (108) 

Total 100  (71) 100  (35) 100 (46) (152) 
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The findings are slightly better when considering environmental auditing 
as a management standard, while there is a strong pressure toward employees 
to engage into energy savings and emission reduction. In any case, the latter 
seem to only partially incorporate company invitations in proposing sustain-
ability actions. Likewise, a specific professional figure such as the energy 
manager, is present in only 10% of firms, although 15% of respondents fore-
see his hiring. This last is particularly felt in the manufacturing sector (26%) 
than (8%) in the services sector (χ2 significant at 5%). 

As specified, these findings are not in line with the high importance at-
tributed to environmental sustainability. In the southern regions, in particu-
lar, more than half of the SMEs reveal huge attention towards eco-innova-
tions (χ2 significant at 10%). Probably, it can be assumed that southern firms 
intend to eco-innovation as a way to reduce the disadvantages compared to 
firms of other areas, but also as a reaction to the well-known environmental 
criticalities that characterize many local areas. 

 
Tab. 2 – χ2 test values for firms’ characteristics 

Features χ2 p-value 

Employees  14,963 0,133 

Turnover 14,469 0,272 

Capital 20,092 0,328 

Sector 2,497 0,645 

 
Another reason for the gap between sensitivity and concrete actions of 

respondents is linked to the fact that poorly structured SMEs may not have 
adequate financial resources to invest for this purpose. In this way, the afore-
mentioned pressures toward the employees are explained as a tentative to 
look for a shortcut.  In the face of this landscape, in line with the determinants 
of eco-innovation previously specified, a substantial territorial equivalence 
emerges in considering the influence exercised by the customer’s expecta-
tions. 

An additional finding concerns the stimulus coming from suppliers. They 
proved to be very limited, greater than that of the venture capitalists, but in-
ferior both to ordinary financial intermediaries and to other economic system 
players. On closer inspection, the evidence is in line with the high weight 
that firms assign to internal capacities (see below) that support the R&D 
function for access to innovations, also with respect to the role played by 
research centres (reputed useful or very useful from 66.5%), partnerships 
(61.9%), and specialized consultancy (53.9%). 
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With reference to the second category of external determinants, namely 
the impulses connected to the role of public administrations, the majority of 
respondents do not believe that they provide adequate fiscal and monetary 
benefits to stimulate the adoption of eco-innovations. Moreover, the bureau-
cratic process to receive benefits appears particularly complex. Firms also 
judges the regulatory framework inadequate to stimulate eco-investments. 
Although globally weak, these findings seem to be entirely consistent with 
the low percentage (14%) of firms requesting the incentives provided by the 
regulations in favour of eco-innovation (only 8% received them), while over 
51% believe that its features do not fit the regulations for requesting them, 
and 34% said they are not aware about them. 

About internal determinants, the first investigated aspect concerns the 
availability of intangible (technological, organizational, managerial skills) 
and tangible resources (monetary) necessary to adopt eco-innovations of in-
terest. While the three types of competences are considered sufficiently or 
completely adequate to the subjective needs, material and financial resources 
are instead highly inadequate. An observation that amplifies, in the percep-
tion of companies, the weak offer of incentives of public origin, with conse-
quent discouraging effects. 

With regard to the stimuli toward eco-innovations linked to the possibility 
to obtain future better environmental and economic performance, the find-
ings appear to be quite different. From an environmental perspective, over 
42% of companies points out that the adoption of eco-innovations has led to 
a clear reduction in the consumption of raw materials, emissions, and costs 
for energy and other materials (47%). 

About the economic performances, around 60% of companies did not rec-
ognize benefits in terms of increasing in sales or production capacity of the 
plants. Nor a positive impact on profitability, an improvement in the com-
petitive position or greater customer loyalty were distinctly perceived, refut-
ing the Porter hypothesis. Besides, for more than 60% of respondents, the 
impact of eco-innovations on job creation is negligible. 

 
 

3.1. The synthetic picture 
 
In addition to these general findings, in order to offer a more systematic 

picture of the phenomenon under investigation, we researched for similari-
ties between the investigated firms in relation to the drivers of eco-innova-
tions through a cluster analysis. To this purpose, a two-step procedure was 
adopted. To identify the number of clusters, we use a hierarchical agglo-
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merative algorithm. Then the firms were assigned to one of the groups ob-
tained using the non-hierarchical clustering algorithm of the k-means. 

The allocation of the companies to the individual identified clusters al-
lows to recognise the characteristics shared by the ventures based on their 
proactivity level towards eco-innovations. Each of the identified clusters is 
described by a series of items included in the analysis that allows to describe 
the characteristics of the group, and consequently the aspects to which each 
of them is most sensitive.  

The analysis carried out showed the presence of four homogeneous clus-
ters of firms according to two latent features, previously identified using a 
Principal Component Analysis. The first feature concerns the declared sen-
sitivity of firms or their staff toward eco-innovation and environmental sus-
tainability. A high sensitivity indicates that enterprises are aware of the prob-
lems related to sustainability.  

The second feature refers to the external or internal pressures experienced 
by the enterprises: the necessity push. This parameter is intended to explain 
how much the choice to adopt eco-innovations depends on stakeholders’ 
pressures, on the endogenous stimuli linked to the need to react to competi-
tors or to satisfy customers’ requests, but also on the possibility to obtain 
funding by public administrations. A high necessity distinguishes among 
ventures that adopt eco-innovations because somehow obliged, and those 
that, on the contrary, are driven by the desire to anticipate competitors, to 
obtain greater legitimacy among stakeholders, to create an image of a sus-
tainable development towards the community, or to answer at entrepreneurs’ 
subjective desires of environmental protection. The four clusters, their fea-
tures and labels are represented in Fig. 2. 

A first cluster includes companies that show, in the meantime, a high sen-
sitivity towards eco-innovations and the environmental sustainability, but a 
low necessity to adopt them. This cluster fundamentally includes firms aware 
about the normative and that possess enough competences to adopt innova-
tions independently from the exogenous supports. Furthermore, while not 
particularly feeling the necessity to adopt eco-innovations, they prove to be 
very heedful to environmental problems, and to energy efficiency. Not by 
chance, their organizational model often displays the figure of the energy 
manager, whose role is precisely to reduce the environmental footprint of the 
firm. The sensitivity of these enterprises is also found with reference to the 
degree of attention paid to requests from stakeholders. This group, therefore, 
contains companies whose managers see the eco-innovations mainly as an 
opportunity for their future development 
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It should also be noted that this group is the one with the highest incidence 
of manufacturing companies, notoriously the most aware of their environ-
mental impact and the consequent influence of the eco-innovations on in-
come and economic dynamics. These reasons, together with the fact that, not 
infrequently, they are larger, more capitalized and with an international 
openness, make them more sensitive and open to eco-innovations compared 
to other sectors (Hojnik and Ruzzier, 2016; Hojnik et al., 2018). Manufac-
turing firms are also more attentive to regulatory aspects and the provision 
of skills and positively influenced by the feedback and stimuli from the pub-
lic administration. Summarizing, the firms of this group have been defined 
green champion, «since these firms seem to recognize the opportunities 
linked to intense eco-innovation engagement» (Marin et al., 2015: 683); that 
is, they tend to more rapidly adapt to the changed context.  

In the quadrants II and III are included firms with a low sensitivity toward 
corporate sustainability issues. In general, they are SMEs whose investments 
in eco-innovations are modest or null. The firms of the second group (40 
units equal to 26.3% of the sample), in particular, even though begin to show 
a certain sensitivity towards environmental issues, at the moment do not ap-
pear interested in sustaining substantial investments due to the absence of 
adequate requests from stakeholders or of a prospective management vision. 
As they lack of adequate stimuli that could perhaps lead towards a path of 
more convinced environmental sustainability, they can be defined as lazy. 

 
Fig. 2 – A representation of the characteristics of individuated clusters  
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The ventures included in quadrant III, the least numerous (26 units equal 
to 17.1% of the sample), make up the cluster of companies with low levels 
of sensitivity, but high levels of necessity to be ecologically innovative. Nev-
ertheless, they are those that, in absolute, show the scarcest interest to the 
environmental sustainability and eco-innovations. Probably this weak inter-
est reflects a precise managerial and organizational inability to implement 
eco-innovations. These firms, in fact, are normally aware of having to adapt 
to requests and solicitations from outside, but seem not to have enough skills, 
tangible resources, or managerial propensity to deal with it.  

It is interesting to note that, in keeping with the above, manufacturing 
companies are almost absent in this group. Following the definition of Marin 
et al. (2015), it is considered appropriate to name the firms belonging to this 
cluster as barriers deterred, since they are locked by their own intrinsic lim-
its. Hence, they are exposed to the risks associated with customer adaptation 
requests which are unable to satisfy in the short term. 

Finally, in the IV quadrant there are firms that are characterized by a high 
sensitivity and the necessity to adopt innovations. This cluster is the most 
numerous (49 units, corresponding to 32.2% of the sample), but also that 
which includes almost all the few commercial firms which those that most 
complain about the bureaucratic delays and the limited resources made avail-
able by the public administrations. This feedback can be ascribed to the fact 
that this type of venture is often excluded from the policy measures encour-
aging the adoption of eco-innovations which, as mentioned, tend concentrate 
their efforts on the manufacturing sector (Cainelli and Mazzanti, 2013).  

These firms are also characterized by being dependent on the stimuli or 
regulations of the public administration. However, this relationship is not 
perceived as constructive as companies complain about the inadequacy of 
the funds provided and bureaucratic difficulties that discourage the request. 
In a nutshell, the investments of these companies in eco-innovations rather 
than a deliberate choice are a consequence of external contingencies to avoid 
slipping out of the market. For these reasons, the cluster can be termed of 
demand-pulled firms. 

As the most numerous clusters, green champion e demand-pulled, (I and 
IV quadrants) exhibit the higher sensitivity (56.6%), this allows us to judge 
with a certain optimism the approach towards the eco-innovations by the 
population of investigated firms. Nevertheless, considering the intrinsic in-
novative nature of this population, it would have been reasonable to expect 
an even greater propensity overall. 

As told, the explanation could be the limited incidence of manufacturing 
companies with respect to services. This category shows the highest inci-
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dence to the environmental pollution, but it also is the most heavily regulated 
and the most inclined to introduce innovative responses to environmental is-
sues (Cainelli and Mazzanti, 2013; Cainelli et al., 2017). 

Even though this picture is not generalizable in light of the specificities of 
the population investigated, it is clear that the goal of policy makers should be 
to favour the transition of firms towards the best cluster of green champions. 
This objective could be achieved, as far as the II quadrant lazy companies are 
concerned, first of all by supporting them in strengthening the link with the 
actors of the context. The aim is to help them to improve their ability to grasp 
external stimulus, and therefore to adopt virtuous investment behaviour in eco-
innovations. It would therefore be advisable to encourage the development of 
networking abilities (Mazzanti and Zoboli, 2009; Mazzanti, 2018). 

For firms in the III quadrant, the barriers deterred, an essential first step to 
improve their environmental sensitivity would seem to be a closer contact with 
public institutions, universities and research centres included. The latter should 
spread a cultural model geared to environmental sustainability, and on the 
other hand help these firms to overcome the skills and knowledge gaps that 
prevent them from investing adequately in eco-innovations. The risk is that the 
inability to read or to answer to requests and external needs for adaptation to 
environmental compatibility could undermine the same survival conditions of 
these firms, they would be cut off from customers and suppliers. 

In addition, firms belonging to quadrants II and III need to be made aware 
of the advantages associated with the adoption of eco-innovations; especially 
in the long term. Increasing the level of awareness regardless of stakeholder 
demands or public administration pressures would allow for future perfor-
mance and competitiveness gains. Furthermore, due to the cooperation and 
collaboration links between enterprises, specific eco-innovations markets 
could arise; as well as eco-innovations diffusion by imitation would be ac-
celerated. Even in this case a closer relationship with universities and re-
search laboratories could be appropriate (Tumelero et al., 2019).  

Finally, for the demand-pulled companies of quadrant IV, firms that have 
the necessity to eco-innovate to keep up or to stay ahead to the competitors, 
the objective is first of all to improve both the quality of the public admin-
istrations’ interventions and their relationship with the firms. From this point 
of view, it would be advisable a more specific legislation which reflects the 
sectorial or dimensional differences among ventures, as well as able to iden-
tify new paths and procedures stimulating investments in eco-innovations. A 
clear risk of penalizing the competitiveness of these companies arise when 
public administrations are not able to pander these requests, also with finan-
cial resources. 
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4. Conclusions 
 
To adapt to the requirements of corporate social responsibility, providing 

environmental sustainability and pursuing a sustainable development, firms 
need to reengineer their organizational models and production processes 
(Cafferata et al., 2009; Mio et al., 2015; Corazza et al., 2017). In this view it 
is important to understand the determinants that sustain the implementation 
of innovations which support the mentioned changes: the eco-innovations 
(Cainelli et al., 2017; Corbetta and Morosetti, 2018; Porter and Kramer, 
2019). So far, this issue has been surveyed chiefly about manufacturing cor-
porations. While, with main reference to the Italian context, the investiga-
tions conducted so far on this issue are few and fragmented (Mazzanti and 
Zoboli, 2009; Cainelli and Mazzanti, 2013; Marin et al., 2015). 

With this in mind, this paper investigates the orientation toward eco-in-
novation of a population of innovation-oriented SMEs. 

Even within the limits of this survey, some interesting and deserving fu-
ture insights emerge. A first outcome shows that the problem of eco-sustain-
ability proves to be sufficiently felt, above all thanks to the push of custom-
ers; but this sensitivity does not find correspondence in the actions and in-
vestments implemented. This gap slows down the adoption of eco-innova-
tions, but also their systematic treatment in a business context, with the ac-
quisition of ad hoc tools and skills that may not be present within the organ-
izational unit. 

Consistent with the specific literature, this gap can be partially attributed 
to the typical problems connected to the small dimension, when the low lev-
els of capitalization and turnover hinders the carrying out of the wished in-
vestments. What is more, the weak investments of the customers do not en-
courage those of the partners, such as suppliers. 

A second outcome concerns the limited nature of tangible resources rather 
than that of endogenous competencies. An obstacle related to the still incom-
plete national regulatory framework, poorly known and complex to pursue, 
as well as even regarding the offer of incentives and benefits for eco-innova-
tion. The propulsive role of universities and research centres, considered as 
marginal, is consistent with this result. Abroad these institutions tend to re-
ceive a greater specific weight (Horbach, 2014; Tumelero et al., 2019). 

A third outcome concerns the feeble perception of the potential environ-
mental and of the economic benefits connected to the adoption of eco-inno-
vations and the consequent impact on firms’ competitiveness. We can claim 
that, probably, a cultural trouble, which slow down the diffusion of the sup-
posed benefits of the eco-innovations, exists (Horbach, 2014). Despite 
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established literature sustains that eco-innovations have a fundamental im-
pact on the consumption of tangible or energy resources (e.g. Horbach, 2008; 
Demirel and Kesidou, 2011), many interviewed sustain that these advantages 
do not enough impact the economic dynamics, neither differentiate their 
product/service from competitors, or enhance business legitimacy. Neither a 
higher level of employment is expected. Consequently, the adoption of eco-
innovations emerges as fundamentally necessity-pulled, rather than a choice 
autonomously matured by companies in anticipation of benefits that will 
manifest themselves over time (opportunity-pushed) according to the Porter 
hypothesis.  

However, entrepreneurs show that they have clear ideas on the guidelines 
that proactive policies should follow to encourage the adoption of eco-inno-
vations. Among them, the introduction of automatic incentives such as tax 
credit, a greater activism of funding institutions, support for the creation of 
partnerships and collaborations with larger companies and research institu-
tions, the provision of organizational and managerial resources through ex-
ante training and on-going assistance for the more complex eco-innovations, 
the availability of ad hoc incentives aimed also at new plants, as well as for 
the conversion of existing ones. 

By analysing the four identified clusters, the objective of the policies can 
only be to support the transition from the less sensitive firms (barriers de-
terred and lazy) to the two groups of more sensitive companies. Similarly, 
also from those firms that are fundamentally sensitive because they are 
forced from contextual reasons (demand-pulled), towards the group of eco-
innovators for intrinsic conviction. For this purpose, a policy priority should 
be the provision of specific resources and competences. For instance, lazy 
firms could benefit from more open and frequent relationships with other 
(proactive) actors, so that they become aware of the importance of eco-inno-
vations even before having to chase a possible need for regulatory or com-
petitive adjustments. In addition, for barriers deterred SMEs, a stimulus to 
transform their sensitivity into action seems to be linked first and foremost 
to obtaining regulatory certainties; or from being able to minimize the exog-
enous elements of uncertainty connected to investment decisions (compli-
ance costs). 

Obviously, the described picture cannot be generalized tout court. First of 
all, in line with all the previous quoted investigations, this paper considers 
only a part of the variables treated in the literature. In addition to the diffi-
culties in contemplating all the determinants of the eco-innovations so far 
identified, there is the lack of precise distinction between drivers and barri-
ers, which can often be interpreted each other as opposite (Marin et al., 
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2015). Moreover, a high chance that reciprocal influence will occur between 
the variables exists (Pereira and Vence, 2012; Xavier et al., 2017). Further-
more, investigations rarely distinct between incremental or radical eco-inno-
vations, among process, product or organizational eco-innovations, or in re-
lation to the different kind of customers (B2B, B2C...). But these differences 
can exert a distinct and relevant influence (Kesidou and Demirel, 2012; del 
Rio et al., 2016). 

Secondly, the above findings are affected by the high incidence, in the 
population considered, of service companies (mainly in the ICT sector). The 
latter have greater difficulty in improving their already contained ecological 
footprint. It is no coincidence that the companies that pay the most attention 
to environmental sustainability are those manufacturing, perhaps precisely 
because they are more aware of their own impact, but are also more recipi-
ents of ad hoc regulations, incentives and controls. 

Thirdly, it must be taken into account that the companies surveyed present 
specific characteristics that are not common in most other Italian firms. Pre-
sumably they are among the most open to change in the SMEs population. 
This characteristic is consistent with the distinct perception of the problem 
of environmental sustainability; though not with that of the overall benefits 
descending from the adoption of eco-innovations. It is therefore probable that 
the picture here outlined is better than that obtainable with other samples. 

The latter should cause some worries in policy makers. It is therefore de-
sirable both to replicate this survey to other different populations of firms 
(by sector, size and geographical location), and to propose investigations 
conducted with different methods. In addition, focusing on a more limited 
number of variables could better catch the weight and the role they hold in 
the specific reality investigated. The goal is always to be able to provide a 
more effective and coherent picture of the heterogeneous panorama of ele-
ments that relate to the choice of eco-innovation, as part of a superior design 
to support both the need of companies to adapt to the CSR requirements and 
of policy makers to sustain the diffusion of CSR practices and initiatives. 
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5. CORPORATE SOCIAL RESPONSIBILITY  
AND CIRCULAR DESIGN: A NEW MODEL  

OF VALUE CREATION IN THE COSMETICS  
INDUSTRY 

 
by Simona Fortunati* 

 
 
 
 

Introduction 
 

Barrena Martìnez et. al define «the increasing complexity and turbulence 
of the environment provokes that firms should develop competitive manage-
ment models aimed not only at obtaining profit margins in the short term, but 
also to meet the balanced expectations of society and the different stakehold-
ers involved in its activities in the long-term» (Barrena Martínez, López 
Fernández and Romero Fernández, 2016). 

According to Handy «the csr has the potential to produce a positive effect 
on different aspects of the organizations and negative on others the difference 
that positively influences the companies is in the management of the organ-
ization» (Handy, 2002).The European commission already in 2001 defines 
csr «as a concept whereby companies integrate social and environmental 
concerns in their business operations and in their interaction with their stake-
holders on the voluntary basis » as a development model for companies that 
want to implement the social and ethical aspect within organisations 
(European Commission, 2001).  

Rexhepi et al. define «csr and innovation has emerged slowly over the 
past decade. Improvements in the csr process can refer to as «social innova-
tion» (Rexhepi, Kurtishi and Bexheti, 2013) 

Vanessa Prieto- Sandoval et. al. define «the growing importance of the 
concept of the circular economy as a way to attain sustainable development 
has encouraged scholars to propose different ways to understand it» (Prieto-
Sandoval, Jaca and Ormazabal, 2018). 

 
* University of Tuscia, Viterbo, Italy. Department of Economics, Engineering, Society and 
Business Organization. E-mail: simonafortunati@unitus.it. 
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Leandro and Paixao, define «csr is the corporate management philosophy 
and set of practices that better frames sustainability circular economy draws 
from the purest values of csr and puts them to practice. 

 Both help achieve the sd goals, and sustainable behaviour at large, for 
both citizens, institutions and corporations» (Leandro and Paixao, 2018). 

 
 

1. Relevant literature 
 
In according to Nemtanu « the first companies to integrate csr policies in 

their development strategy were (and still are) multinationals; the research 
aims to demonstrate this behavior of companies. Among these also the cos-
metics companies are distinguished, organizations which by the nature of 
invented/produced/distributed products have a direct and personal impact on 
the consumer» (Nemtanu, 2012). Even in cosmetics companies, the adoption 
of corporate policies focused on ethical behavior throughout the production 
phase of the product is essential. Therefore, a good policy of social respon-
sibility with mandatory rules is essential. 

Consumers are increasingly attentive to the safety and ingredients with 
which cosmetics are made. Unfortunately, even today this aspect of commu-
nication by the company, even concerning the transparency of business prac-
tices, is still neglected. In this context, csr can be a valid help to support 
companies in their communication policies. In according to Ayob «increased 
usage of cosmetic products has caused a growing concern about the safety of 
these products, and yet little is known about cosmetics from the consumers’ 
perspective» (Ayob et al., 2016). Csr is a new way of rethinking the company 
in an ever-expanding market like the current one, which must take into ac-
count many variables such as: income, age, gender, religion, etc. In current 
marketplaces, corporate social responsibility is a new expectation to be ful-
filled by all sort of organizations in order to build a positive reputation and 
send a signal to their stakeholders (Vázquez-Burguete, Sahelices-Pinto and 
Lanero-Carrizo, 2017). Globalisation has led to a reappraisal of the way we 
do business. Even for mnc’s it is essential to establish partnerships with all 
stakeholders, whether within the company with its employees or suppliers or 
outside it with customer (Jamali, 2010). Csr can, therefore, be understood 
not only as an element of business strategy, but also as a lever for innovation 
and technology by investing the entire production process (Pedersen, 
Gwozdz and Hvass, 2018). In this context, a fundamental role seems to be 
played by the economy as a factor for business growth. If sustainability and 
ethics go hand in hand, it is intuitive how a valid business strategy cannot 
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ignore the implementation of business models that implement the transition 
from a linear to a circular economy (Jurgilevich et al., 2016). Reuse of pack-
aging, reduction of waste emissions, minimization of waste is just some of 
the aspects that involve all those who are looking for valid solutions to im-
plement a real evolution of the whole system (Worrell, 2014). In according 
to Slavova et al. «environmental responsibility, as one of the constructs of 
the comprehensive concept of corporate social responsibility, stands out with 
its own identity and has many similarities with the circular economy idea» 
(Slavova and Ivanova, 2019). Companies that apply the csr model while re-
maining in line with sustainability objectives are also able to implement eco-
nomic models that create value while respecting the environment (González 
Ordaz and Vargas-Hernández, 2018). In according to Esken et al. «manage-
rial implications for multinational corporations (mnc’s) concerning to circu-
lar economy (ce) by using data on corporate social responsibility (csr) per-
ception in different types of market economies owing to diverse institutional 
contexts. These managerial implications can contribute to the linking of csr 
and ce strategies for mnc’s (Esken, Franco-García and Fisscher, 2018). The 
pss product system service is an ecological system which includes both sus-
tainability principles and business models (Tukker, 2015) providing products 
and services to meet the needs of the customer and stakeholders. 

 Services are concentrated in ex-post sales (servicing, maintenance, up-
grading) while products are intended as a means of achieving the transition 
to a circular economy where economic growth does not depend on resource 
consumption. The pss can increase reuse, recycling at the end of life of the 
product by improving energy efficiency, resource productivity and waste re-
duction in line with the objective of the circular economy to close the loop 
of materials, create less waste by promoting sustainable growth. In according 
to Michelini et.al. 2017, «the pss is a useful system for the company in order 
to use resources through the circular economy both from the point of view 
of sustainability and from the economic point of view» (Michelini, Moraes, 
Cunha, Costa, and Ometto, 2017). Applying a business model like the pss 
involves a different view from selling products to functionality services. the 
design of products and services for a single life cycle is not suitable for a 
circular economy. The implications of pss for activities and knowledge in-
volve design methods for products and services that are not limited to a single 
life cycle. In according to den Hollander et al. «the resources that enter the 
economic system must remain accounted for before during and after their life 
as useful systems» (den Hollander, Bakker and Hultink, 2017). The products 
must be returned to their original or similar state, thus maintaining their value 
and being reusable. The role of product design in the pss in a circular 
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economy perspective becomes fundamental to extend the end of life of a 
product. In according to Ramani et al. «design plays a key role in the end of 
life of a product» (Ramani et al., 2010). 

 
 

2. Corporate social responsibility and cosmetics industry 
 
The new concept of doing business has evolved more and more in recent 

years in favour of sustainability and a strong focus on values such as the 
environment and respect for the ecosystem. (Bognar, 2011). The cosmetics 
sector has also been affected by this paradigm shift, being sensitive to con-
sumer demand for products with a low environmental impact, often accom-
panied by organic certifications that guarantee the reliability of the formula-
tions (Varvaresou et al., 2009). In fact, terms such as safety, lack of toxic 
substances and tolerability of the product are increasingly required for cos-
metics to be marketed. Many companies pay particular attention and a certain 
sensitivity towards their buyers so as to be guarantors of increasingly envi-
ronmentally friendly products, biodegradable without neglecting the quality. 
In according to Sahota «sustainability has come to the fore in the cosmetics 
and personal care industry. Rising ethical consumerism and the need for re-
source efficiency are making cosmetic companies – small, independent firms 
to global giants – take steps towards sustainable development» (Sahota, 
2013). This is where eco-dermo-compatible cosmetics come in, capable of 
combining interests of reliability and safety with those of lesser environmen-
tal impact (Ross, 2006). To verify the environmental impact that a cosmetic 
product can create in the entire production cycle, it is necessary to consider 
a whole series of factors that go to analyse the emissions of co2 or the energy 
or water used to produce it and the increasingly frequent use of energy pro-
duced from alternative sources to fossil fuels (Francke and Castro, 2013).  

The choice of materials and adequate eco-design linked to reducing the 
impact of packaging is also a fundamental choice for a company that wants 
to adopt sustainable, innovative packaging with ethical labels (White, 
Sarpong and Ndrecaj, 2015). Environmental sustainability is a key concept 
that is well defined and not far from the value chain that is part of the com-
pany’s business model. Being able to map every single process also means 
being able to count the criticality and environmental impact of products in 
order to better manage their reduction. Attention to the environment as well 
as to employees and the community is evident in the csr models (Murphy 
and Ng’Ombe, 2009). Also in the cosmetics industry this aspect seems to 
permeate the organization integrating the corporate social responsibility in 
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the company policy through practices of collaboration sharing with its em-
ployees, suppliers and users (Dimitrova, Kaneva and Gallucci, 2009).  

The numerous certifications in the cosmetics field show how companies 
promote eco-compatible solutions, following strict quality and environmen-
tal standards also adopt practices of waste reduction, co2 reduction, adoption 
of eco-design, adoption of iso certifications, and packaging reduction (Bary 
et al., 2012). 

 
 

2.1. Circular economy 
 
The circular economy is currently a valid alternative to the linear model. 

Its objectives are to be found in the rethinking of business strategies that cre-
ate value through innovative ideas, sustainable development of technological 
systems capable of supporting these changes. The value of the products is 
maintained for as long as possible to be subjected to reuse and recycling with 
a consequent reduction in waste. In according to Ruggieri et al.«Circular 
economy results from a long awareness-raising process connected with prob-
lems concerning environmental protection and a more rational use of natural 
resources» (Ruggieri, Mosconi and Poponi, 2018). One of the objectives of 
this new way of rethinking the economy is that the customer is inclined to 
buy a service rather than a product with a systemic approach. The adoption 
of the pss product-system service is a fundamental tool for the company be-
cause through this it is possible to establish lasting contact with the customer 
creating added value (Schweitzer and Aurich, 2010). The design, therefore, 
plays a fundamental role to understand more specifically how to implement 
the implementation of a product or service. In according to Muto et al.«since 
both products and services are included in the design object, the pss design 
process has become increasingly complicated. The designers need to organ-
ize reliably what they should accomplish during the pss design process. 
However, it is difficult for designers to grapple what they need to focus on 
during pss design process» (Muto, Kimita and Shimomura, 2015). Unfortu-
nately, to date, the major strategies of companies have focused only on reuse, 
recovery, reuse and end-of-life management of products. Less attention is 
given to design as a business model and sustainability practices as a whole 
to implement the process towards the circular economy (Stewart and Niero, 
2018). In order to implement the circular economy model, not only efficient 
methods and practices have to be studied, but also tools capable of supporting 
the work of the research team through the various phases of the company’s 
development (Lin, 2018).  
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2.2. Circular design  
 
The importance of design and the role of designers in creating increas-

ingly sustainable models have been much discussed in the academic world 
and elsewhere. In this context, in order to propose an alternative and respon-
sible function in the way of designing, terms such as: “eco-design”, “green 
design”, “environmental design”, “sustainable design” have been used more 
and more frequently (Swedberg, 2003). These can be considered elements in 
which environmental sustainability scenarios can be inserted, mainly linked 
to key principles such as: use of production processes capable of significantly 
reducing energy consumption, greater durability of the product, ease of dis-
assembly of materials, the possibility of reusing a product or service at the 
end of its life (Ramani et al., 2010). 

All this is translated into environmental, social and economic terms and 
then passed on to the benefit of society. The definitions of eco-design and 
sustainable design increasingly refer to concepts that address relevant issues 
such as: environmental protection, water pollution, air quality, waste man-
agement, while having an approach that starts with very different terms 
(Romli, Prickett, Setchi and Soe, 2015). The eco-design focuses mainly on 
the present in order to assess and prevent as much as possible the conse-
quences arising from environmental impacts in the short term (Jawahir and 
Bradley, 2016), sustainable design takes into account the effects of environ-
mental and social protection and long-term economic development (Pascu 
and Nedea, 2013). The “bill of rights for the planet”, are principles for sus-
tainable design also called “hannover principles” by the architect William 
McDonough that are inspired by the elimination of waste, the exploitation of 
processes and services throughout the life cycle, continuous improvement 
supported by sharing and collaboration between all stakeholders, suppliers, 
customers, users, employees, focusing the internal policy on ethical, envi-
ronmental and social responsibility (McDonough, 2000). This role is well 
outlined in the csr self-regulation model where corporate policies are increas-
ingly attentive not only to the environment as such but also to training and 
professional growth and the transmission of know-how (Brammer, He and 
Mellahi, 2015).  

Ellen MacArthur defines the circular economy «as an industrial system 
that can be repaired or regenerated by intention and design» (Ellen-
MacArthur Foundation, 2013). In the circular economy design radically 
changes the concept of “end of life” and transforms it into various forms such 
as reuse, recovery, use of energy from renewable sources, elimination of 
toxic chemicals and waste (Benton, 2015). All this can be possible if a 

Copyright © 2020 by FrancoAngeli s.r.l., Milano, Italy. ISBN 9788835103752



86 

change of corporate mentality is implemented that already focuses a priori 
on a design suitable for multiple uses such as that of specific materials, prod-
ucts, systems and innovative business models «design acts as both a barrier 
to and catalyst for moving away from the current » take-make-dispose linear 
model to a circular economy» (Piscicelli and Ludden, 2016). 
 
 
2.3. Circular design and circular economy  

 
The design has a strategic role within circular economy systems, even if 

today there are still many limitations and barriers that prevent its implemen-
tation and implementation. In according to Moreno et al. «most academic 
and grey literature on the circular economy has focused primarily on the de-
velopment of new business models, with some of the later studies addressing 
design strategies for a circular economy, specifically in the area of resource 
cycles and design for product life extension». In the «design for the real 
world: human ecology and social change» Papanek affirms «that design is a 
key element in defining the environmental profiles of goods and services» 
(Jackson, 1993). Products and services are defined at the design stage. The 
company must implement a change of mentality and the choice of products 
and materials used must produce the least possible impact on the environ-
ment. The circular design minimizes the use of raw materials by minimizing 
loss of value, extending the life cycle and improving resources. The linear 
design differs from the circular design. In fact, in linear design, the company 
pays much more attention to the aesthetics and advertising campaigns around 
that product. In circular design there is particular attention to the economic 
and social aspects as well as environmental being an overcoming of sustain-
able design by creating and optimizing new business models for the transi-
tion to a circular economy (Prendeville and Bocken, 2017). In this context, 
the “circular network” is a tool for identifying all those who come into con-
tact with a product throughout its life cycle (rsa, 2016). The circular design 
concept also covers the cosmetics sector. In fact, if we could design from the 
beginning durable products whose packaging is also easily reusable, recycla-
ble and easily disassembled, we would combat obsolescence while preserv-
ing products and materials to produce maximum value. The triple bottom 
line as a tool for economic growth and respect for the environment, is a fun-
damental factor behind this transition for the creation of value together with 
the principles of design (Braungart and McDonough, 2002). Some of the de-
signs that could be applied in the cosmetics industry for the transition to cir-
cular models are described (tab.1) 
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Tab. 1 – Some of the designs that could be applied in the cosmetics industry for the transition 
to circular models 

Design for attachment 
and trust 

The element of durability is a key element to instil con-
fidence in the consumer who buys it “emotional design. 

(Bocken, De Pauw, Bakker 
and Van der Grinten, 2016) 

Design for durability Type of design for the design of more durable products. (Bocken et al., 2016) 

Design for standardisa-
tion and compatibility 

Design for some parts of the product with multifunction-
ality objectives 

(Bocken et al., 2016) 

Design for dis-and reas-
sembly 

The products and their parts can be easily separated 
and reassembled. 

(Bocken et al., 2016) 

 
While the circular design guide of the Ellen MacArthur Foundation de-

scribed methods for the correct application of circular design. The definitions 
of some of the methods suggested by the circular design guide are given 
(Tab. 2), hypothesizing their application in the cosmetics industry (Ellen-
MacArthur Foundation- Ideo, 2017).  

 
 

3. Methodology 
 

The research work was conducted on a study of eight multinational com-
panies (mnc’s) that adopt cosmetic csr practices. In particular, the areas of 
companies examined in the research work were those of governance, com-
munity, workers and the environment. The document adopts a qualitative 
methodological approach based on the protocol for the study of a multiple 
case of a descriptive type defined by Yin (Yin, 2003) in order to examine 
recurrent processes and situations and with the aim of hypothesizing conclu-
sions following the study of real situations. 

The phases considered for the case study were: the definition of the re-
search problem to verify if csr and circular design could be the drivers for 
value optimization within cosmetic industries. a theoretical framework of 
csr, circular economy and circular design and pss was analysed in order to 
identify strategies for value optimization. subsequently, a relevant literature 
of the issues in question was carried out and an analysis of the possible prob-
lems in the relationship between csr, circular design and circular economy 
was carried out to define the hypothesis on which the research is based. 
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Tab. 2 – Framework the circular design guide and potential applications in the cosmetics 
industry 

Methods describe 
in the circular 
design uide 

Definition of the methods describe in the cir-
cular design guide of the Ellen MacArthur 
Foundation 

Potential applications in the cosmetics in-
dustry 

Smart material 
choises 

«materials play an essential role in a circular 
economy, so we need them to be made of 
safe ingredients that can be continuously cy-
cled…» 

Design plays an essential role in a circular 
economy. Companies should use materials 
that are safe, recyclable, and bio-composable. 

User-centred 
research 

«user-centred research helps you gain em-
pathy for the people you are designing for. In 
the circular economy, you are not only de-
signing for a customer or user…» 

Consumer-focused research is a valuable aid 
in being able to tune in to the needs of the con-
sumer himself. 

Embed feedback 
mechanisms 

«Embedding mechanisms to gather feed-
back before you release your product or ser-
vice…» 

Studying the procedures to acquire feedback 
before the product or service is produced will 
allow to provide essential information to the 
company. 

Rapid prototyping  «prototyping is a great way to make your 
idea tangible, get input in a low-stakes envi-
ronment …» 

It is essential to make prototypes to verify and 
test your product and service. 

Define your 
challenge 

«circular design is inherently systemic, so it 
is particularly valuable to have a clear defini-
tion of what you are trying to solve and how 
you plan to go about it…» 

The circular design is inherently systemic, so it 
is necessary to define how to proceed. 

Building teams «as with all design processes, interdiscipli-
nary teams are important when designing for 
the circular economy…» 

The importance of interdisciplinarity in circular 
design for solving complex problems. The ho-
listic approach is necessary to benefit from a 
variety of perspectives and skills. 

Materials journey 
mapping 

«when choosing safe materials, it is essen-
tial to explore the implications of material 
choices at each phase of its life cycle…» 

It is necessary to choose safe materials, during 
the production phase, use and post use of the 
same in every phase of the life cycle. 

Material selection «material choices play a fundamental role in 
designing for a circular economy…» 

By choosing safe and reusable materials you 
can prevent any kind of possible contamina-
tion. 

Moving forward with 
materials 

«material health is a key component when 
designing for a circular economy, to ensure 
that safe materials can stay in circulation…» 

The designer has a fundamental role not only 
for the design itself but also for the opportuni-
ties and strategies that the company has de-
cided to adopt. 

 

The selection of case studies followed the logic of literal replication (Yin, 
2003) based on their current state to obtain similar results. The data prepara-
tion and collection phase was planned according to the sequence of topics to 
be discussed and analysed according to the research protocol followed, as 
well as the material used, the documents and the sites consulted in order to 
obtain greater completeness of the data itself. The analysis of the data, doc-
uments and information was selected through the documentation present on 
the company’s websites and on the social reports. 
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Other information was selected on social media and on the official annual 
reports of the same companies. The companies selected for multiple 
benckmarking are: Guerlain, l’Orèal, Clarins, Shiseido, Yves Rocher, Lush, 
Chanel, Avon. 

 
 

4. Discussions and results 
 

The research work has been conducted on a study of eight multinational 
(mnc’s) cosmetics companies that adopt csr practices. In particular, the areas 
examined in the research work were those of governance, workers, the com-
munity and the environment (tab. 3). 

 

Tab. 3 – Enterprises object of the analysis 

Guerlain  The company is based in Paris. It was founded in 1828 by Pierre Francois Pascal-Guerlain. Guerlain’s produc-
tion site “la ruche” in Chartres. The reference sectors are perfumes and only later were the lines of cosmetics 
and beauty treatments added. The production plants are: in orphin for fragrances and in chartres for skincare 
and makeup. always sensitive to issues of sustainability (eco-design), in fact, one of its first fragrances was 
contained in a bottle with engraved bees (beers) in relief to emphasize the link between nature and production. 

L’Oréal The company is based in Clichy, France. It was founded in 1909. the reference sectors are cosmetics and 
beauty treatments. it currently employs 86,000 people at various locations around the world in western Europe, 
North America, Asia, Africa, India and is a world leader in cosmetics in over 156 countries.  

Clarins The company is based in France in Neuilly-Sur-Seine. Born in 1954 in Paris. currently the sectors of activity 
are cosmetics and makeup, perfumes, fashion. the clarins brand was ranked first in 2017 for high-end facial 
care products in most european countries and body care products in Europe and Asia-Pacific.  

Shiseido The company is the largest Japanese company for the production of cosmetics and beauty products, as well 
as the oldest company in the sector in the world. The group includes 26 brands, divided into business areas: 
prestige, fragrance, cosmetics, personal care, professional. 

Yves 
Rocher 

The company was founded in 1959 by the French entrepreneur Yves Rocher in La Gacilly, France. The head 
office is located in Rennes (Brittany). It’s business sectors are: besides cosmetics, perfumes, also herbal teas 
and dietary supplements. The company has always paid particular attention to innovative extraction processes 
and to cosmetics that respect nature.  

Lush  The company was founded in 1995 and is based in Poole (Dorset) the United Kingdom. Initially, it was born as 
a retailer of cosmetics. lush produces creams, soaps and other cosmetics for the face, hair and body using 
only vegetarian or vegan recipes.  

Chanel The company was founded in 1909 and is based in France Neuilly - Sur- Seine by Gabrielle Bonheur Chanel 
(Coco Chanel). It’s business sectors are: haute- couture, jewellery, fragrances, cosmetics and body creams.  

Avon  The company was founded in 1880 by David H. McConnell who initially founded the California perfume com-
pany. Avon expanded into Canada in 1914, South America in 1954, Europe in 1959, China in 1982 and Russia, 
Asia and Africa. 

 

From the multiple comparative analysis (tab. 4) of the companies taken 
into consideration in the areas of governance, it can be seen that all of them 
pay particular attention to their customers and suppliers.  
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Tab. 4 – Impact areas  

Company 
name 

Governance Workers Community Environment 

Guerlain Its objective is to in-
crease the company’s 
value with particular at-
tention to social issues. 

Encourages employees 
to develop their innova-
tive ideas They promote 
social activities. 

It promotes initiatives for dis-
advantaged groups. Pro-
motes cultural initiatives in 
universities. 

Eco-design – protection of 
biodiversity. Annual report 
co2. Iso 14001 certification. 
To reduce noise pollution 

L’Orèal It has as its strategy key 
principles such as: in-
tegrity in relations, re-
spect for all stakehold-
ers. 

Support for parenting, 
contributions to nurse-
ries, help employees 
with elderly parents 

Organizes the citizen day 
solidarity program. organizes 
beauty training courses for 
marginalized women. 

Reduction of the environ-
mental, respect for biodiver-
sity, eco-design, reduction 
of greenhouse gas emis-
sions. 

Clarins The company believes 
in cooperation and for 
this reason invents a 
new model of interests 
in the supply of raw ma-
terials. 

Organizes training of 
employees for the de-
velopment of their tal-
ent, recognizes the im-
portance of sharing 
ideas and collaborating 
with its employees. 

Social and environmental 
projects. Organizing events 
for the beauty and body care 
of women with cancer. For 
the environment, it is com-
mitted to preserving the al-
pine regions and plant spe-
cies. 

Fairtrade, reduce gas emis-
sions, preserve biodiversity, 
ecoconception. 
Clarins laboratories received 
the good laboratory prac-
tices (glp), obtained an 
ecocert certificate. 

Shiseido The company’s mission 
is to improve transpar-
ency in management 
and communications. 

Initiatives aimed at 
women workers in soci-
ety so that they can 
take on increasingly ac-
tive roles within the 
company. It promotes 
the employment of peo-
ple with disabilities. 

Support for research in the 
dermatological sector, Aid in-
itiatives following the earth-
quake in eastern japan initia-
tives aimed at educating chil-
dren about exposure to the 
sun’s rays. 

Reuse, recycling, carbon cy-
cle, reduction C02, de-
signed to be easily sepa-
rated after use for recycling. 

Yves 
Rocher 

The cultivation of plants 
is the mission of the 
company, do get the 
premium “gold medal” 
from the french animal 
welfare company. 

Initiatives aimed at col-
laboration for continu-
ous improvement, moni-
toring and solving em-
ployee problems 

The foundation yves rocher, 
aims at equality of gender 
and female autonomy. They 
fund scholars, researchers 
and botanists for the protec-
tion of biodiversity. 

Use of renewable energy, 
energy efficiency measures, 
measures to reduce water 
consumption. The Yves 
rocher foundation has com-
mitted itself to plant 100 mil-
lion trees 

Lush Transparency policies 
and correctness of the 
information. Product 
traceability to ensure 
the health and safety of 
customers. 

The company’s employ-
ees actively collaborate 
with csr policies, guar-
antees working condi-
tions respectful of indi-
vidual dignity 

Donations to charities work-
ing in the field of environ-
ment, social and animal wel-
fare. 

65% of its products come 
without packaging and 
those that have packaging 
come from post-consumer 
recycled waste. 

Chanel Promotion of ethical, so-
cial, environmental 
practices 

Training courses for its 
employees, maintaining 
the professionalism of 
the craftsmen who work 
within the company 

Collaboration with cosmetic 
research institutes, collabora-
tion with suppliers for the cre-
ation of sustainable products. 

Sustainable production, pro-
cesses, raw materials, au-
dits to assess risks and im-
pacts on ecosystems. 

Avon Conviction, integrity, re-
spect, trust and humility 
are the key elements of 
the company’s policy. 

Employee health insur-
ance, performance in-
centives. Financial and 
personal assistance 
programmes, sharing of 
ideas with workers 

Collaboration with associa-
tions for the fight against 
breast cancer. 

The fundraising initiative 
“beautiful world”, for refor-
estation, environmental foot-
print reduction. 
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In addition, particular attention is paid to privacy, information manage-
ment and customer satisfaction, transparency and clarity of information. In 
the workers’ area under investigation, it is noted the professional growth of 
employees. In the community area, the companies examined proved to be 
particularly active in promoting social projects. In the investigated area of 
the environment all companies have shown a strong inclination towards atti-
tudes of environmental sustainability.  

There is a particular predisposition to resort to practices of recycling of 
water resources used, to techniques of waste reduction, to the adoption of 
measures for the reduction of energy and plastic used for packaging during 
the entire production process, packaging and the reduction of co2 emissions 
and eco-design. 

 
 

5. Conclusion  
 

Today’s cosmetics multinationals, driven by an ever-increasing focus on 
sustainability issues, tend to look for new business models such as the circu-
lar economy, rethinking the way they design cosmetics and personal care 
products in closed-loop cycles (Bourguignon, 2016).  

The companies examined in the research even though they have csr mod-
els and adopt ethical practices and environmental sustainability such as eco-
design have not yet fully activated the transition to the circular economy. The 
tool of circular design as an improvement of eco-design could be a valuable 
support to implement the new models of circularity.  

It is necessary to rethink how to replace existing packaging with sustain-
able alternative materials and implement a series of actions to raise customer 
awareness. In particular, the design phase is essential so that even in the cos-
metics industry do not have to face problems related to sustainability, the 
materials used for cosmetics can be recycled several times (Braungart, 
McDonough and Bollinger, 2007). 

In particular, the greatest criticality is found in the packaging of current 
cosmetic products where packaging waste such as plastic is not properly re-
cycled (Issara, Zzaman and Yang, 2014). 

Chemicals in cosmetics will also need to be replaced by sustainable ma-
terials. New skills and competencies are needed if supported by policies that 
can raise manufacturers’ awareness of new circular design practices 
(Charter, 2018) and financial incentives for the implementation of innovation 
for the transition to the circular economy. The interpretation of the results 
also considering the limit of the use of several case studies as a research 
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methodology has led to the hypothesis that most companies practice behav-
iors that can be traced back to circular economy models, but that are not yet 
entirely sufficient for the implementation of the new economic model. The 
next phase of the research will also be developed through information that 
will be collected through more in-depth semi-structured surveys (Corbetta, 
2011) with direct interviews, questionnaires, etc. In the future, more in-depth 
research will be carried out on csr and the relationship with the circular econ-
omy and the creation of value within companies, with a more detailed anal-
ysis that uses either new surveys or specific new case studies on the nature 
of emerging relationships and correlations. 
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6. SUSTAINABILITY IN BANKS’ CORPORATE  
GOVERNANCE SYSTEMS. WHAT EVIDENCE  
FROM THE EUROPEAN BANKING SYSTEM? 
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Introduction  
 

The corporate governance of banks, including management structures, em-
ployee relations and executive remuneration, plays a fundamental role in en-
suring the inclusion of social and environmental considerations in the decision-
making process. Many Supervisory Authorities are starting to focus on this 
important issue. Indeed, as the OECD Corporate Governance principles stated, 
«the board is not only accountable to the company and its shareholders but 
also has a duty to act in their best interests. Boards are expected to take due 
regard of, and deal fairly with, other stakeholder interests including those of 
employees, creditors, customers, suppliers and local communities. Ob-
servance of environmental and social standards is relevant in this context» 
(G20/OECD, 2015). Recently, the High-Level Expert Group on Sustainable 
Finance, in its final report, stated that the composition of executive and super-
visory governing bodies is the key lever for aligning businesses more closely 
with long-term and sustainability perspectives. Business success hinges on ex-
ecutive and non-executive supervisory directors understanding sustainability 
drivers and being able to translate the risks and opportunities into their busi-
ness models. Moreover, financial sector supervisory authorities should assess 
whether members of governing bodies are able to anticipate longer-term risks 
and sustainability challenges and whether they take account of sustainability 
considerations as part of their decisions processes. In line of these considera-
tions, the European Commission adopted in March 2018 “The Action plan on 
Sustainable Finance” as part of a strategy to integrate environmental, social 
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and governance considerations into its financial policy framework and mobi-
lize finance for sustainable growth. More in detail, the Action 10 of this regu-
latory initiative urges financial sector to foster the sustainable corporate gov-
ernance in order to mitigate short-termism in capital markets. Indeed, also for 
the European Commission, corporate governance can significantly contribute 
to a more sustainable economy, allowing companies to take the strategic steps 
necessary to develop new technologies, to strengthen business models and to 
improve performance. 

In line with these considerations, this paper aims to explore the level of 
integration of sustainability strategies and considerations in the banks’ cor-
porate governance systems. In order to achieve this goal, we carry out an 
explorative analysis on a sample of 25 international and listed banks over the 
period 2015-2018. The analysis focuses on the elaboration of a research 
model, composed of 40 essential information, for the construction of a score, 
called “ESG integrated corporate governance index”. The main findings re-
veal a strong heterogeneity in the behavior of banks: only some banks seem 
to give a really attention to the integration of sustainability issues in their 
corporate and governance process. However, the study also shows the grow-
ing trend of the score (“ESG integrated corporate governance index”) that is 
evidence of the gradual awareness by banks of the importance of using and 
spreading sustainability issues in their corporate governance system. 

The paper is structured as follows: paragraph 2 presents the literature re-
view; paragraph 3 describes the empirical analysis and the research model; 
paragraph 4 discusses the results and finally paragraph 5 presents the con-
clusions, the implications and the future research lines. 

 
 

1. Literature review and research question 
 

Corporate social responsibility probably derives from a wide range of 
problems with corporate behavior (Boele et al., 2001, Johnson and Greening, 
1999; Knox and Maklan, 2004). In order to recognize the concerns of all the 
stakeholders of an organization and thus increase the level of responsibility 
towards the interested parties, they felt the need to develop a code for corpo-
rate governance in order to guide them towards appropriate relations with 
stakeholders. Whether it’s corporate environment or society in general, good 
governance is obviously important in every area of society. In fact, in the 
face of too limited resources with respect to people’s minimum expectations, 
it is precisely a good level of governance that can help promote the well-
being of society (Durnev and Kim, 2005). 

Copyright © 2020 by FrancoAngeli s.r.l., Milano, Italy. ISBN 9788835103752



98 

Corporate governance can be considered an environment of trust, ethics 
and moral values and in recent years it has acquired enormous importance as 
a result of the economic liberalization and deregulation of industry and com-
panies, of the demand for new ethical principles (Joyner and Payne, 2002). In 
addition, other factors that have been responsible for the sudden exposure of 
the corporate sector to a new corporate governance paradigm is a more rigor-
ous respect for the environment and the demand for greater corporate respon-
sibility towards their shareholders and customers (Bushman and Smith, 2001). 
Recently, many authors have investigated the impact of corporate governance 
on the external environment, suggesting an increased focus of the organization 
on a wider audience than its shareholders and its social performance. Acker-
man (1975), argued that large companies were recognizing the need to adapt 
to a new social climate of community responsibility, but that the corporate ori-
entation to financial results inhibited social responsiveness. McDonald and 
Puxty (1979), on the other hand, argue that companies are no longer the tools 
of shareholders alone but exist within the company and therefore have respon-
sibilities towards that company, and therefore there is a move towards greater 
responsibility of companies towards all participants. Moreover Rubenstein 
(1992) goes further and supports the need for a new social contract between a 
company and its stakeholders, based on a concern for the future in terms of 
sustainability. This term sustainability has become omnipresent both in the 
discourse of globalization and in the discourse of corporate performance, alt-
hough it is a controversial issue and there are many definitions of what is meant 
by the term. In the broader definitions’ sustainability, as understood by 
Crowther (2002), concerns the effect that the action undertaken in the present 
has on the options available in the future. 

Sustainability – expressed in terms of the carrying capacity of the ecosys-
tem (Hawken, 1993) and described with input-output models of resource 
consumption – implies that the company must not use more than one re-
source than can be regenerated. Seeing an organization as part of a broader 
social and economic system (Hart, 1997) implies that these effects must be 
taken into account, not only for the measurement of costs and value created 
in the present, but also in a future perspective for the company itself. 

There therefore seem to be two common assumptions that permeate the 
discourse on corporate sustainability. The first is that sustainability is synon-
ymous with sustainable development. The second is that a sustainable com-
pany will simply exist by recognizing environmental and social issues and 
integrating them into its strategic planning. Some authors claim that there is 
no specific definition of corporate sustainability and each organization must 
develop its own definition to meet its goals and objectives. According to 
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Marrewijk and Werre (2003) corporate sustainability and corporate social 
responsibility seem to be synonymous and based on voluntary activity that 
includes environmental and social concerns, implicitly adopting the EU ap-
proach. Most sustainability analyzes do not recognize financial performance 
as an integral part of sustainability (Dyllick and Hockerts, 2002; Spangen-
berg, 2004). One problem is the fact that the dominant assumption of the 
researchers is based on the incompatibility of optimizing both financial and 
socio-environmental performances for a company. In other words, financial 
performance and socio-environmental performance are seen in conflict with 
each other through this subdivision (Crowther, 2002). 

Often the bank, in order to obtain a competitive advantage in the market, 
pursues the goal of becoming global while remaining sustainable. Since the 
mid-1980s, corporate governance has attracted a lot of attention, as a result of 
the issuance of the Anglo-American codes of good corporate governance. The 
impetus stimulated the creation and subsequent adoption of corporate govern-
ance codes in many other countries in developed markets and even the supra-
national authorities such as the World Bank and the Organization for Eco-
nomic Co-operation and Development (OECD) did not remain passive and 
have developed its own set of standard principles and recommendations. 

This type of self-regulation has been chosen above a set of legal standards 
(VandenBerghe, 2001). After the recent major corporate scandals and big 
business failures, investor protection has become a much more important is-
sue for all financial markets. Hence the importance of corporate governance: 
investors ask companies to implement strict principles of corporate govern-
ance in order to obtain better returns on investments and reduce agency costs. 
The report on a company’s corporate governance is one of the main tools for 
investor decisions, which most of the time are willing to pay more for com-
panies to have good governance standards (Beiner et al., 2004).  

Among the many corporate governance mechanisms, the board is partic-
ularly important in the banking context, characterized by limited competi-
tion, intense regulation and high information asymmetry. In fact, this body 
contributes to mitigating the weaknesses of other governance mechanisms, 
as it is a key tool to monitor the behavior of bank managers and protect the 
interests of shareholders. To this end several studies have over time analyzed 
the characteristics of the board’s dimension (Jensen, 2001; Agoraki, Delis, 
Staikouras, 2008; Linck, Netter, Yang, 2008). 

Given that different stakeholders are involved in banking performance, 
including at least the shareholders, depositors, supervisory authorities, cus-
tomers and other operators in the economic system, it is possible to hypoth-
esize how these subjects can be stakeholders with sometimes diverging 
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interests, for which corporate governance is a valid tool for guaranteeing all 
bank stakeholders an adequate level of legal protection (La Porta et al., 
2002). In the light of these considerations, it is possible to evaluate how the 
governance mechanisms of the banks are configured as management disci-
pline tools, which should allow to reduce the risk appetite of the same, to-
gether with the probability of financial collapse and therefore pursue the in-
terests of the investors and other corporate stakeholders. 

In addition, the economic literature has dealt extensively with the issue of 
remuneration for directors and top executives, both with the aim of assessing 
the governance variables that can influence remuneration structures, and with 
the aim of identifying the possible relationship between these and company 
performance. The use of variable remuneration systems, linked to results, is a 
widespread practice within financial intermediation (Kose, Qian, 2003). Of 
course, it is not secondary to consider how the structure of the incentive system 
should be based on the long-term performance of the company, in such a way 
as to avoid excessive maximization of short-term performance, possibly also 
through a high risk-taking by part of the bank, as evidenced precisely in the 
context of the recent sub-prime crisis (Kirkpatrick, 2009). 

Within the sphere of financial intermediation, a growing attention has 
been devoted to the issue of transparency of financial intermediaries, which 
has recently taken on a fundamental role for the realization of a solid and 
effective corporate governance, as specifically envisaged in the Basel 2, third 
pillar regulation. Adequate information from banks is able to promote market 
discipline and sound corporate governance, as it allows operators and other 
interested parties to monitor the stability of the bank. Therefore, it contrib-
utes to increasing the quality of the governance of credit intermediaries, even 
regardless of the degree of effectiveness of the regulatory and supervisory 
system (Barth, Caprio and Levine, 2002; Laeven and Levine, 2009). 

Another element of corporate governance that is particularly important, 
especially in financial institutions, is the internal control system (Pesic, 
2009). It consists of the set of rules, procedures and organizational structures 
that allow identifying, measuring and managing the main risks, in order to 
guarantee a healthy and correct business management, with a view to effec-
tively pursuing the strategic, operational objectives of compliance and re-
porting (CoSo, 2017). Also, in this case, a fundamental role is attributed to 
the board, which is responsible for the entire control system, periodically 
assesses its adequacy, defines the guidelines, and guarantees its perfect op-
eration and continuous improvement (Bank of ‘Italy, 2008). 

As part of the analysis, it was considered appropriate to combine the gov-
ernance assessment approach, taking into account the organizational methods 
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chosen to increase board efficiency and effectiveness, through the establish-
ment of one or more internal committees (John and Senbet, 1998; Davidson, 
Pilger and Szakmary, 1998). Therefore, it was considered that a part of the lit-
erature has analyzed how the effectiveness of the board and, consequently, of 
corporate governance depends also on the number of assignments assigned to 
each director, with conflicting opinions based on the preference for reputational 
motivations (Perry and Peyer, 2005), or the fear of excessive workloads and 
limited capacity for monitoring by counselors (Fich and Shivdasani, 2006). 

For these reasons, companies cannot ignore the pressure for good govern-
ance from shareholders, potential investors and other market players. 

Over time, various researches have been conducted to investigate the re-
lationship between the characteristics of a company and its dissemination 
(Cowen et al., 1987; Gray et al., 2001) as well as the characteristics of a 
company and the benefits of the Corporate Social Responsibility (Burke and 
Longsdon, 1996). It is clear that these benefits are also directly linked to the 
sustainability of a company and the success of such an enterprise and it is 
clear that there should be some attention to sustainability within a company’s 
corporate governance.  

In light of what has been said so far, the role of corporate governance is 
central to achieving corporate objectives and strategies. Therefore, compa-
nies must improve their strategy and the actual path towards implementing 
the principles of governance, thus investigating what their corporate govern-
ance policies and practices should be. Consequently, good corporate govern-
ance can be expected to encourage sustainability in general. 

 
 

2. Empirical Analysis 
 
2.1. Sample, method and data sources 
 

The analysis focuses on the major European banking groups that can be 
traced back to the global systemically important institutions (G-SIIs) as fol-
lows on December 2018 (see, https://eba.europa.eu/risk-analysis-and-data/ 
global-systemically-important-institutions). Among the reasons for selecting 
these banks is, above all, the dimensional aspect. The largest intermediaries, 
in fact, for both systemic and reputational reasons, are certainly the first sub-
jects called to integrate sustainability issues into their corporate governance 
systems. The financial system is undergoing reform to complement what has 
been learned from the experience of the financial crisis and in this context, it 
can be part of the solution to a greener and more sustainable economy. 
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The reorientation of private capital towards more sustainable investments 
requires a far-reaching transition in the way the financial system operates. 
This is a necessity if the EU aims to develop more sustainable economic 
growth, ensure the stability of the financial system and promote greater trans-
parency with a long-term vision in the economy (European Commission - 
Action Plan, 2018). 

Secondly, it has chosen to focus on the Universe of European G-SIIs also 
because the business models adopted by these banks are rather uniform. If, 
on the other hand, the analysis had also been extended to other international 
banks, the sample would have been uneven, including banks that also spe-
cialize in investment banking, which are known to be characterized by bal-
ances. Economic The global systemically important institutions universe (G-
SIIs) consists of 36 banks. Our sample consists of only 25 banks, belonging 
to the G-SIIs universe, as 11 of these banks (Banque Postale, Bayern LB, 
BFA, BPCE, Credit Mutuel, DZ Bank, ING, LBBW, Nationwide, Nykredit, 
Rabobank) are not included in the Eikon-Thomson Reuters database that rep-
resented one of the sources of the items of the survey model. 

Therefore, our sample includes 25 global, belonging to European geo-
graphical areas over the period 2015-2018. In terms of managed assets in 
December 2018 (Chart 1), the UK banks manage overall 37.2% of total as-
sets attributable to the whole sample of examining banks. They are followed 
by Spanish banks with 17.7% of managed assets, by German banks with 
11.7%, and Italian with 10.5% (for more detail, see Appendix 1). In order to 
ascertain the degree of integration of sustainability issues by the selected 
banks, a quantitative score (which we have called the “ESG integrated cor-
porate governance index”) was constructed to summarize the level of perfor-
mance of banks in identifying the most virtuous behaviors. Preliminary anal-
ysis focused on the development of a research model consisting of 40 ele-
mentary information. Subsequently, adopting the approach of content analy-
sis (Abbott and Monsen, 1979; Beattie, Thomson, 2007), all the bank’s offi-
cial documents on governance and sustainability policies (Corporate Gov-
ernance report, sustainability report where drafted separately, Annual Re-
port, etc.), as well as the Datastream database (with regard to the overall eth-
ical performance of banks, as well as some economic and financial varia-
bles), were analyzed in order to enhance the elementary items and thus 
achieve the construction of the final rating. 

As regards the model, it was developed with reference to both operational 
practices, i.e. the approaches actually taken by banks (especially larger 
ones), as well as reference literature (Maas, 2016) as well as some recent 
research reports worthy of having developed this theme in a thorough and 
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crosscutting way (Cavallito et al., 2019). The joint analysis of these three 
sources has led to a model which, with regard to the objectives set, seems 
completely innovative. 

 
Chart. 1 – Total Assets of Banks by Countries (year 2018) 

 
Source: Author Processing 

 
 
2.2. The research model  
 

At the outset, the analysis focused on the elaboration of a research model, 
composed of 40 essential information, for the construction of a score, called 
“ESG integrated corporate governance index”. The metrics can be traced to 
seven different macro categories. The first macro category concerns board 
sustainability composed of 9 indicators; the second consists of policy, inter-
national certification and award and including 10 indicators; the third area 
investigates on board committees, to which 2 metrics belong. The fourth area 
relates to risk management and include 5 items; the fifth area, composed of 
4 indicators, concerns sustainability reporting; the sixth macro categories 
consists of a single item and concerns compliance and internal audit. Finally, 
the last area consists of remuneration policy to which 10 metrics belong. 

The model investigates the number of other corporate affiliations for the 
board member (item 1). It is believed that a greater number of corporate af-
filiations improves the skills of the directors and therefore its contribution to 
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the CSR of the bank (item 17). The first useful element to analyze the inte-
gration of sustainability policies in the activities of the top management is 
the set of elements related to the vision and the company’s strategy (item 2). 
For a broader assessment of the level of integration of sustainability policies 
in companies, it was considered appropriate to delve into how the topic is in-
cardinated at the organizational level, and whether there are dedicated fig-
ures, such as the CSR Manager (item 3). 

In addition, the additional items relate to Targets or objectives to be 
achieved on diversity and equal opportunity (item 4), percentage of fe-
male on the board (item 5), percentage of female executive members (item 
6) and CEO or CFO women (item 7). With regard to these latter items, the 
European Union has repeatedly intervened with its own legislative measures 
and guidelines addressed to the Member States: among the most recent the 
Green Paper published in 2001 to promote the Social Responsibility of En-
terprises and the Social Agenda 2005-2010 which states that equality be-
tween women and men is a constituent part of the European social model, 
which is also implemented by increasing female participation in the labor 
market. Non-discrimination, including gender, and attention to human re-
sources are the central part of business engagement in the social sphere (item 
16) for the European Union. The integration of social and environmental is-
sues among the issues covered by the board favors in the administrators the 
perception of a greater ability of the company leadership to manage the risks 
related to the business activity. Independent directors positively perceive the 
strategic value of CSR in companies that include references to socio-envi-
ronmental issues in the industrial plan, rather than in the Code of Ethics 
alone. To oversee and direct socio-environmental activities, independent di-
rectors perceive a greater focus on the company’s reputation on CSR, than 
when they are managed by the CSR Manager alone, or when they are not a 
dedicated function (items 8 and 17) (BCE, 2018). 

With regard to the second area of investigation, item 10 investigates the 
focus of companies in minimizing the environmental impact of their pro-
cesses and products, in order to strengthen their reputation and the trust of 
stakeholders. Recently, a positive relationship has been highlighted between 
environmental performance, especially when implemented through the En-
vironmental Management System (EMS) and economic performance (Mon-
tabon et al., 2007; Jacobs, 2010). 

Connected to the world of certifications is the adjustment to Law 
231/2001 which for the first time introduces into our system the obligation 
for legal entities to have to be criminally liable for crimes committed within 
their structure. Among the main actions of compliance with the law is the 
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publication of a descriptive document of the internal organizational model 
(Corporate Governance) and the adoption of the code of ethics (item 12) 
(Chatterjee and Lefcovitch, 2009). 

The items related to the “Risk management” area investigate all those risks, 
in our opinion related to the issues of social responsibility. In particular, repu-
tational risk management, Misconduct risk, Sustainability risk management, 
crisis management Systems and Climate change risk management are investi-
gated. Conceptualizations of reputation range from an economic/strategic 
management informed perspective that views reputation as a resource, to a so-
ciologically informed perspective that sees reputation as the outcome of shared 
socially constructed impressions of a firm (Larrinaga et al., 2008).  

On the other hand, mitigating mismanagement risk is an important issue for 
both firms and national authorities (item 23). While the authorities can take 
steps to promote strong internal practices of firms, these do not replace the 
actions that firms should take to promote appropriate conduct within their or-
ganizations (FSB 2018). Finally, in relation to Item 24 – Climate change risk 
management – the European Committee of the Regions, welcoming the report 
on the final recommendations of June 2017 of the Task Force of the Financial 
Stability Committee on information Climate Change (TCFD), considers cli-
mate risk management to be an essential tool for the implementation of the 
Paris Agreement, in which it prioritizes raising investor awareness of the risks 
and opportunities associated with climate change. Climate change, seeing it as 
a factor that encourages more sustainable investment (FSB, 2019). 

The research then sought to examine reporting practices to see if and how 
the sample companies communicate their CSR activities externally. In par-
ticular, it refers to the integrated annual report (item 27) and the environmen-
tal sustainability or climate change report (item 28), integration of financial 
and extra-financial factors in the management discussion and analysis 
(MD&A) section in the annual report (item 29) and adoption GRI (Global 
Reporting Initiative) guidelines (item 30) (Moravčíková et al., 2015). 

Finally, the latest items in the model focus on remuneration policies: ex-
tra-financial performance oriented compensation policy (item 32) and num-
ber of non-financial performance remuneration targets used (item 34), in or-
der to jointly contemplate financial and non-financial criteria; adoption of 
non-financial performance remuneration targets (item 33); the customization 
of non-financial targets for each executive (item 35) and the quantification 
of each non-financial targets (item 36); the balance between non-financial 
and financial performance criteria (item 37); the adoption of claw-back or 
malus clauses (item 38) and, finally, the percentage of independent board 
members on the compensation committee.  
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With regard to this last aspect, the behavior of those banks, which with 
regard to a non-financial indicator, such as customer satisfaction, also estab-
lishes a quantitative target to be achieved, is certainly more commendable. 
Only in this way, in fact, do non-financial metrics take on an effective im-
portance of being subject, like financial ones, to a specific measurement pro-
cess;  on the adoption of claw-back or malus clauses, i.e. the recovery of var-
iable compensation in the presence of unethical behavior by managers (item 
38, e.g. serious violations of the code of conduct); percentage of independent 
board members on the compensation committee (item 39) and percentage of 
non-executive board members on the compensation committee as stipulated 
by the company (item 40). 

The scores of the items vary between zero (non-compliance of the items or 
absence of related information) and 1 (compliance of the bank with essential 
information) (Gompers et al., 2003; La Porta et al., 1998). For some items a 
graded evaluation was used. More specifically, the first item “Average number 
of other corporate affiliations for the board member” was enhanced with a 
scale of one to 3 (if <0.7 = 3; if <1.5 = 2; if> 1.5 = 1); this choice is justified 
by the fact that a greater number of corporate affiliations improves the skills 
of the directors and therefore its contribution to the CSR of the bank. Items 5 
(Percentage of female on the board), 6 (Percentage of female executive mem-
bers), 8 (Percentage of independent board members) and 39 (Percentage of 
independent board members on the compensation committee) were also con-
sidered a graded assessment (if> 20% = 1, if> 30% = 2, if> 40% = 3).  

These choices are justified by the fact that equality between women and 
men is a constituent part of the European social model, which is also imple-
mented by increasing female participation in the labor market. It is therefore 
considered that non-discrimination, including gender, and attention to human 
resources are the central part of the commitment of companies in the social 
sphere. 

As for the independent directors, we have chosen to adopt a gradual as-
sessment because it is considered that a greater number of independent di-
rectors are associated with greater attention to the company’s reputation on 
CSR, compared to when these issues are managed by the CSR Manager alone 
or when they are not a dedicated function. 

Finally, to evaluate the 34th item (Number of non-financial performance re-
muneration targets used) a graded evaluation was considered (if <3 = 0; 
if > 3 = 1), as well as for item no. 40 - All compensation committee members 
are non-executives - (if <40% = 1; if <70% = 2; if> 70% = 3). 

Then, we calculated the cumulative score using the following formula-
tion: 
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ESG integrated corporate governance index
NO. of items disclosed by bank

Total items of the model
 

 
 
3. Results and Discussion 
 

The following table (Table 1) shows, for all the areas of investigation ex-
amined, the respective rating value assigned.  
 
Table 1 – The spread of corporate governance metrics of social responsibility assessment 
(years 2015-2018) 

AREA OF INVESTIGATION 2015 2016 2017 2018 

BOARD 54% 57% 58% 61% 

POLICY, INTERNATIONAL CERTIFICATION, AWARD 67% 68% 71% 75% 

BOARD COMMITTEES 46% 50% 50% 52% 

RISK MANAGEMENT 52% 55% 55% 58% 

SUSTAINABILITY REPORTING 56% 63% 64% 66% 

COMPLIANCE AND INTERNAL AUDIT 92% 96% 100% 100% 

REMUNERATION 64% 65% 67% 68% 

Source: Author Processing 

 
Examining the first area of investigation, entitled “Board”, the banks 

show a propensity to integrate sustainability issues into their corporate gov-
ernance system. In fact, in the years analyzed, analyzing the average of the 
items included in the first research area shows a positive trend, going from 
54% in 2015 to 60% in 2018. In particular, with the exception of items 2,3 
and 7 that remain constant over time, the other items improve significantly 
over the years considered. 

However, the items regarding the inclusion of women on the boards 
(items 5, 6 and 7) have very low scores. In fact, with the exception of item 
No. 5 – Percentage of female on the board – which stands at a level higher 
than the average of the surveyed area (68% in 2018), in relation to the sixth 
and seventh item the figures suddenly collapse, reaching a maximum of 21% 
in 2018 in the first case and a maximum of 12%, again in 2018, in the second 
case. With specific reference to the sixth items, the Percentage of female 
executive members is relevant only in some banks, including ABN Amro, 
KBC, DNB, Handelsbanken, Swedbank, RBS, Standard Chartered. 
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Many investigated companies have chosen not to draw up a report or for-
mal documentation – area of investigation no. 5 – (for example Environmen-
tal sustainability report, climate change report or integration of financial and 
extra-financial factors in the MD&A section), while operating on the main 
issues of social responsibility, in many cases acquiring numerous environ-
mental certifications (ISO 1400), adopting, within the sphere of corporate 
governance, self-regulatory ethical codes or codes of conduct, self-discipline 
and conduct, based on the principles of responsibility , fairness, ethics in re-
lations with institutions, suppliers, competitors and users. All the banks in-
vestigated have positive values in this area. The only anomalous figure con-
cerns “Policy on roles and responsibilities of the board” with a constant av-
erage value, in the years considered, by 32%. 

Further critical issues emerged from the analysis of subsequent items, 
which circumstance that denotes the presence of Social/Environmental com-
mittee. In fact, there are still very few banks that present a Social/Environ-
mental committee (equal to about 8% in 2018; item 21), those that present a 
CSR or Sustainability committee are many more (between 88 and 96% in the 
survey period; item 20). Furthermore, in 2018 100% of the banks examined 
presented External auditor of the CSR / H & S / Sustainability report (item 
31). During the period under consideration, the attention of banks is growing 
towards the management of reputational risk, climate risk, sustainability risk 
and Crisis Management Systems (items 22,24,26). 

Further critical issues emerged from the analysis of 23th item, which cir-
cumstance that denotes Misconduct risk management by banks. Only 12% 
of the banks considered have policies for managing the risk of misconduct 
(3 banks (ABN AMRO, HSBC and RBS) out of 25). 

The last area of analysis concerns the remuneration policies implemented 
by the banks. The number of banks that adopt Extra-financial performance-
oriented compensation policy is growing in the survey period (item 32) as well 
as the adoption of non-financial performance remuneration targets (item 33). 
The number of banks that discourse about the number of non-financial perfor-
mance criteria use is constant from 2015 to 2018. If one tries to check whether 
banks differentiate the qualitative criteria for single executives (item 35), then 
the figures grow, reaching a maximum of 24% in 2018 (16% in 2015).  

The overwhelming majority of the investigated intermediaries, therefore, 
choose to apply these criteria considering the specificity of the role and func-
tions held by each executive manager. 

Further critical issues emerged also from the analysis of the subsequent 
items, a circumstance that denotes the presence of behavioral standards sus-
ceptible to ample room for improvement. In fact, although the percentage is 
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low, a growing number of banks defines quantitative targets associated with 
non financial criteria (equal to about 28% in 2018; item 36). 

With regard to the balance between financial criteria and qualitative cri-
teria, although most banks (around 60% throughout the period - item 37) are 
concerned with estimating and communicating this relationship. Not only 
that, always above the average (about 72% at the end of 2018) appears banks 
that adopt appropriate claw-back or meal arrangements for variable compen-
sation in the presence of unethical conduct by the manager (item 38). 

Finally, the percentage of independent board members on the compensa-
tion committee (item 39) amounts to an average of 100% in 2018 and in 
addition, the percentage of non-executive board members on the compensa-
tion committee (item 40) remains constant in the period under investigation, 
settling at an average value of 88%. 

The following table (Table 2) shows, for all the banks examined, the re-
spective rating value assigned. A first important aspect concerns the extreme 
homogeneity of the indicated scores, which stand around the average value 
of 67% in 2018 (about 61% in 2015). This aspect shows a strong homogene-
ity in the behavior of the banks. 

During the survey periods, the Dutch banks, with an average score of 
73%, are particularly attentive to sustainability issues in their corporate gov-
ernance systems.  

However, as there is only one Dutch bank in the sample, it is considered 
more correct to outline as the leader of the ranking the UK banks, which have 
an average score of 70%. German, Austrian, Spanish, French, Norwegian 
and Italian banks have an average score varying between 62 and 68%; fi-
nally, the Danish, Belgian and Swedish banks, with an average final score 
between 55 and 58%, are positioned in the final part of the ranking. 

Next, by aggregating the information found for each individual bank, the 
average final rating per country expressed in percentage terms (Table 3) was 
determined.  
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Table 2 – ESG integrated corporate governance index (years 2015 -2018) 

NO. COUNTRY BANKS 2015 2016 2017 2018 

1 Austria Erste Group 60% 60% 60% 70% 

2 Belgium Kbc 53% 49% 64% 66% 

3 Denmark  Danske Bank 49% 55% 57% 60% 

4 France Bnp Paribas 58% 68% 68% 72% 

5 France Credit Agricole 60% 60% 64% 64% 

6 France Societe Generale 64% 64% 74% 72% 

7 Germany  Commerzbank 53% 64% 64% 64% 

8 Germany  Deutsche Bank 59% 58% 66% 64% 

9 Italy Intesa Sanpaolo 64% 68% 68% 70% 

10 Italy Unicredit 64% 66% 66% 72% 

11 Netherlands Abn Amro 58% 75% 77% 79% 

12 Norway Dnb 62% 68% 70% 74% 

13 Spain Santander 66% 70% 72% 70% 

14 Spain Bbva.Mc 68% 70% 70% 72% 

15 Spain La Caixa  49% 51% 55% 60% 

16 Spain Sabadell 58% 60% 64% 64% 

17 Sweden Nordea 55% 55% 55% 58% 

18 Sweden Seb 66% 68% 62% 60% 

19 Sweden Handelsbanken 43% 53% 55% 55% 

20 Sweden Swedbank 57% 58% 62% 64% 

21 UK Barclays 70% 70% 68% 70% 

22 UK Hsbc 74% 72% 72% 79% 

23 UK Lloyds 74% 74% 72% 72% 

24 UK Rbs 64% 64% 60% 60% 

25 UK Standard Chartered 70% 74% 74% 74% 

Source: Author Processing 

 
The growing trend of the score is evidence of the gradual adjustment to 

new regulatory obligations as well as an awareness by banks of the im-
portance of using and spreading sustainability issues in their corporate gov-
ernance system. Banks that show a higher level of score belong to those 
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countries (England, Holland, France, Norway and even Italy) where clearly 
the attention of banks to sustainability issues is at a more advanced stage. 

 
Table 3 – ESG integrated corporate governance index: descriptive variables and geograph-
ical trends (percentage values, years 2015-2018) 

COUNTRY 2015 
(%) 

2016 
(%) 

2017 
(%) 

2018 
(%) 

Δ 2015 - 2018 
(%) 

AUSTRIA 60,38 60,38 60,38 69,81 + 15,63 

BELGIUM 52,83 49,06 64,15 66,04 + 25,00 

DENMARK  49,06 54,72 56,60 60,38 + 23,08 

FRANCE 61,01 64,15 68,55 69,18 + 13,40 

GERMANY  56,13 60,85 65,09 64,15 + 14,29 

ITALY 64,15 66,98 66,98 70,75 + 10,29 

NETHERLANDS 58,49 75,47 77,36 79,25 + 35,48 

NORWAY 62,26 67,92 69,81 73,58 + 18,18 

SPAIN 60,38 62,74 65,09 66,51 + 10,16 

SWEDEN 55,19 58,49 58,49 59,43 + 7,69 

UK 70,19 70,57 69,06 70,94 + 1,08 

AVERAGE 59,10 62,85 65,60 68,18 + 15,38 

MIN 49,06 49,06 56,60 59,43 + 21,15 

MAX 70,19 75,47 77,36 79,25 + 12,90 

Source: Author Processing 

 
Chart 2 shows the average final Corporate Governance rating for all banks 

analyzed. 
According to what has been said so far, the overall average score trend is 

also increasing (which has increased from 60.79% in 2015 to 67.40% in 
2018). This, as mentioned above, demonstrates the gradual adaptation to new 
regulatory obligations and the awareness on the part of the banks of the im-
portance of integrating the issue of the sustainability corporate governance 
system. 
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Chart 2 – ESG integrated corporate governance index (average percentage values, years 
2015-2018) 

 
Source: Author Processing 

 
 
4. Conclusions, Implications and Future Research Lines  
 

Banks focus on corporate social responsibility as an additional lever of 
innovation and development to better compete in the market in the medium 
and long term. Our work aims to explore the level of integration of sustaina-
bility strategies and considerations in the banks’ corporate governance sys-
tems. In order to achieve this goal, we carry out an explorative analysis on a 
sample of 25 international and listed banks belonging to the G-SIIs universe 
over the period 2015-2018.The analysis focuses on the elaboration of a re-
search model, composed of 40 essential information, for the construction of 
a score, called “ESG integrated corporate governance index”.  

The growing trend of the score is evidence of the gradual adjustment to 
new regulatory obligations as well as an awareness by banks of the im-
portance of using and spreading sustainability issues in their corporate gov-
ernance system.  

Our findings have several important implications for both practitioners 
and scholars. Indeed, the research model assumes two different but comple-
mentary functionalities. First, it can be utilized by investors to discern banks 
that best implement ESG criteria in their corporate governance systems from 
banks that, instead, seem to be more late in this process. From this point of 
view, the research model represents an “analysis tool” in order to understand 

60,79%

63,74%

65,51%

67,40%

56,00%

58,00%

60,00%

62,00%

64,00%

66,00%

68,00%

2015 2016 2017 2018

Copyright © 2020 by FrancoAngeli s.r.l., Milano, Italy. ISBN 9788835103752



113 

how and if banks are integrating sustainability issues in their corporate and 
decision-making processes. In this may, investors and practitioners could 
take their decisions and base their assessment more consciously. Second, the 
research model also assumes an important internal functionality because it 
can be adopted by banks as a “diagnostic tool” in order to perform a self-
assessment process. By means of the rating banks could verify what are their 
areas of improvements where it is necessary to enhance the integration of 
sustainability criteria.  

Finally, our study opens up many different future research lines. More 
specifically, the proposed rating could be used to perform several economet-
ric studies in order to verify if a greater integration of ESG criteria in the 
banks’ governance system can positively impact on their economic perfor-
mance, on their riskiness profile or on their funding costs. 
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Appendix 1 – Sample with specification of total asset and country 

N Banks 
Total Asset 
31.12.2018 

(in € million) 
Country 

1 ERSTE GROUP 236.791,83 Austria 

2 KBC 3.108,93 Belgium 

3 DANSKE BANK 1.486,41 Denmark  

4 BNP PARIBAS 25.418,86 France 

5 CREDIT AGRICOLE 9.998,37 France 

6 SOCIETE GENERALE 1.309.428,00 France 

7 COMMERZBANK 462.369,00 Germany  

8 DEUTSCHE BANK 1.348.137,00 Germany  

9 INTESA SANPAOLO 787.721,00 Italy 

10 UNICREDIT 831.468,72 Italy 

11 ABN AMRO 381.295,00 Netherlands 

12 DNB 265.945,64 Norway 

13 SANTANDER 1.459.271,00 Spain 

14 BBVA 676.689,00 Spain 

15 LA CAIXA  386.622,25 Spain 

16 SABADELL 222.322,42 Spain 

17 NORDEA 551.408,00 Sweden 

18 SEB 252.888,32 Sweden 

19 HANDELSBANKEN  293.336,21 Sweden 

20 SWEDBANK 221.229,56 Sweden 

21 BARCLAYS 1.260.565,54 UK 

22 HSBC 2.230.479,48 UK 

23 LLOYDS 887.178,71 UK 

24 RBS 772.206,69 UK 

25 STANDARD CHARTERED 600.545,36 UK 

Source: Author Processing 
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7. TOWARDS NEW CONCEPTUALIZATION  
AND SCOPE OF ENVIRONMENTAL DIMENSION  

IN THE STRATEGIC FORMULA 
 

by Stefano Garzella*, Raffaele Fiorentino*, Rosita Capurro* 

 
 
 
 
 

Introduction 
 

Environmental and social responsibility are increasingly relevant topics 
in the current economic context. 

In the past decade, research on social, environmental, ethical issues and 
green management has rapidly expanded (Andersson et al., 2013; Freedman 
and Jaggi, 2010; Schiederig et al., 2012; Taylor et al., 2018). In the field of 
business studies, the socio-environmental themes were studied by scholars 
from a lot of disciplines, such as strategy, accounting and operations (Bowen 
et al., 2018; Haden et al., 2009; Lucas, 2010; Burrit et al., 2019; Hansen and 
Schaltegger, 2016). The academic debate on these themes has determined 
progressive verticalization and several categorizations on topics (Azzone and 
Noci, 1996; Epstein, 1998; Xie and Hayase, 2007; Metcalf et al., 1995; Kur-
land and Zell, 2011). Specifically, some scholars argue that correct imple-
mentation of social strategies can be considered a success factor for firms 
able to trigger new competitive dynamics (Bowen, 2007; Clarkson et al., 
2011). Moreover, studies have suggested that the recognition of environmen-
tal dimension is a critical variable for the strategic positioning of firms. The 
literature showed ample interest in whether and how firms could align their 
strategies to environmental dimension and their practices to sustainability 
direction (Porter and Van der Linde, 1995; Perego and Hartman, 2009; Roy 
et al., 2013). 

In this seam of research, scholars developed the Environmental Social 
Responsibility as an autonomous research topic (Hart, 1995; McWilliams 
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and Siegel, 2001, Devinney, 2009; Taylor et al., 2018). Indeed, the environ-
mental dimension, for a long time considered a sub-dimension of Corporate 
Social Responsibility studies, have moved from a narrow - and often mar-
ginalized - notion to a complex concept implying a multi-lens perspective to 
strategic decision-making process (Cochran, 2007). This led to recognize the 
key role of environmental dimension not only in social strategies but also for 
implementing successful competitive and financial strategies. Indeed, the in-
tegration of environmental sustainability aspects into the strategic formula 
(De Luca et al., 2016) can contribute to strengthen the competitive position-
ing in the firm-customers and firm-investors relationships increasing the firm 
value creation process (Baumgartner and Rauter, 2017; Capurro et al., 2018; 
Coda, 2005). 

These studies have provided new reflections and critical points to stimu-
late a future evolution of research on environmental dimension and green 
management processes. However, the literature is characterized by several 
approaches not always harmonically related (Bowen, 2007; Garza-Reyes, 
2015; Geissdoerfer et al., 2017; Berrone et al., 2013; Ciccullo et al., 2018); 
there is a lack of integration across research streams pertaining the study of 
environmental strategies. 

In order to bridge this gap, the aim of this paper is to investigate the cur-
rent and future conceptualization and the scope of environmental dimension 
in the strategic formula. Consistently with this aim, the paper advances a 
crossover study on environmental dimension in order to underline the role 
and the value of this variable in the corporate and business strategies.  

For developing this conceptual paper, first, we reviewed the literature on 
strategic formula, corporate and business model and sustainability and envi-
ronmental strategies (Coda, 1984; 2012; Bocken et al., 2014; De Marchi et 
al., 2013; Galeotti and Garzella, 2013; Banarjee, 2001; Rivera, 2019; Collis 
and Montgomery, 1997; Cavalcante et al., 2011) and, then, we provide a 
comprehensive framework extending current studies and practices. 

Our findings highlight the new relevance of environmental dimension not 
limited to the social strategy “perimeter”. More in depth, the advanced 
framework provides a new conceptualization and scope of environmental di-
mension in the strategic formula. The advanced framework posits the inte-
gration of environmental dimension into the several fronts and sides of stra-
tegic formula by identifying sustainable actions, decisions and practices that 
firms can embrace to improve growth and competitive advantage. 

This paper is structured as follows. The next section analyses the entre-
preneurial strategic formula as a theoretical business model useful to defin-
ing the firms’ strategic profile and to evaluating it over time. Section 3 
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provides the theoretical background on environmental dimension and green 
management process. Section 4 advances a framework based on the relation-
ship between environmental dimension and the different levels of system of 
strategies. Finally, Section 5 summarizes the main contribution of the paper 
and provides implications and ideas for future research. 

 
 

1. The conceptual model of “strategic formula”  
 
In a context characterized by a high level of dynamism and by an increas-

ing competition, one of the most relevant issues for firms is to define a sys-
tematic strategy useful to support the growth processes. 

The definition and development of the firms’ strategy should not be con-
sidered as separate stages, isolated and unique, but as a process, continuous 
and dynamic (Bertini, 1995; Abell, 1993). This process requires, on one side, 
a model characterized by both internal efficiency and effectiveness and, on 
the other side, a coherent and balanced system of relationships with external 
actors (Grant, 1991; Teece, 2007; Lamberg et al., 2009). 

In this sense, scholars have proposed an ideal and conceptual model 
known as Strategic Formula (Coda, 1984; 2012). Specifically, the Strategic 
Formula can be considered as a theoretical model useful for defining and 
evaluating the firms’ strategic profile (Cavalcante et al., 2011; Hacklin and 
Wallnofer, 2012; Galeotti and Garzella, 2013, Invernizzi, 2017). This model 
allows firms to assess their ideas, decisions and actions by considering two 
different strategic fronts: internal front and external front (De Luca et al., 
2016; Galeotti and Garzella, 2013). The increase in competitive pressure, the 
globalization of markets and technological developments have made the tra-
ditional distinction between internal and external strategies less useful to an-
alyze the new strategic business practices that firms could embrace to create 
innovative paths and growth (Kortmann et al., 2014; Liu and Liang, 2015; 
Zhang, 2011; Capurro et al., 2019). At the moment, the evolution of studies 
on strategic formula let to recognize also an area related to “boundary zone” 
where occurring activities and processes neither internal nor external because 
jointly controlled and influenced by many organizations (Garzella 2000; 
Galeotti and Garzella, 2013) 

The internal strategic front is defined by all the elements, both tangibles 
and intangibles, needed for the construction and the achievement of the com-
petitive advantage. Specifically, this front represent the firm’s structure and 
includes distinctive resources and skills, the operational processes, the or-
ganizational model and rules, roles and procedures of corporate governance 
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and the condition of financial and balance assets strength (Grant, 1991; 
Mintzberg, 1994; Barney, 1991; 2001; Galeotti and Garzella, 2013; Nelson 
and Winter, 1982); the ways in which these elements are combined, generat-
ing the uniqueness of the firms and defining the firms’ specific features, are 
the main reason why a firm is different from another (Chandler, 1992; 
Mintzberg, 1979; Cavalieri, 1995). 

The external strategic front refers to the structural relationships between 
the firm and the several players, both economic and non-economic, operating 
in its environment (Galeotti and Garzella, 2013; De luca et al., 2017; Free-
man, 1984). In particular, the external strategic front allows to identify firm’s 
strategies for competing in three main directions: in the real markets, in the 
financial markets – and in the social context (Porter, 1987; Barney, 1986; 
Drucker, 1984; Hamel and Prahalad, 1989, Galeotti, 2008) 

The jointly capability of the firm to compete in the three directions and to 
simultaneously create value for all its players depends on the firm’s structure; 
the firm’s structure is the junction among business, portfolio, financial and 
social strategies fostering the establishment of a virtuous circle between them 
(Porter, 1987; Mintzber et al., 2003; Coda, 2012; De Luca et al., 2017). 

Specifically, the Figure 1 shows how the model of Strategic Formula de-
fines the firm’s strategic profile in its external front based upon its internal 
elements. 

In particular, the characteristics of firm’s structure allow for the definition 
of a business strategy, in each competitive context of real markets where the 
firm competes, to realize a product offer in line with needs and expectations 
of customers and able to face all the competitive players so as to establish 
positions of competitive advantage (Porter, 1980; 2008). 

Moreover, the firm’s structure fosters the definition of a financial strategy 
in financial markets. In this field, the firm competes by defining a financial 
offer, meaning an investment proposal, in line with the need and expectation 
of financial players – both equity and debt holders – in order to acquire funds 
needed to finance its investments and activities at favourable conditions 
(Galeotti and Garzella, 2013; Galeotti, 2008). At the same time, firms should 
pay attention to their debts position, the quality of cash flow shocks, the 
working capital adequacy and the ratio of realized returns and expected re-
turns. These strategic decisions must be taken in order to pursue a model of 
financial self-sufficiency able to increase the perception of a solid and relia-
ble firm (Galeotti, 2008). 

The firm’s capabilities, useful for creating value in the business and for 
raising capital in financial markets, allows also the firm to define a social 
strategy in the social context (Porter and Kramer, 2006). The social strategy 

Copyright © 2020 by FrancoAngeli s.r.l., Milano, Italy. ISBN 9788835103752



121 

is based upon an entrepreneur-social proposal which should satisfy the inter-
ests of social stakeholders - such as workers, managers, local community, 
institution and so on, with a direct or indirect interest in the firm’s activities 
- by involving them in the entrepreneurial project. By implementing its en-
trepreneur-social proposal, firm could obtain, in return, human resources and 
general consensus needed for its sustainable development (Baden-Fuller et 
al., 2000; Carroll 1991; Chun and Huang 2018; Clarkson, 1998). In addition, 
the presence of high-value human resources increases the quality, efficiency 
and effectiveness of the firm’s internal structure, hence increasing the firm’s 
competitiveness in the real and financial markets (Barney, 1991; Bowman 
and Ambrosini, 2007). 

 
Fig. 1 – The Strategic Formula Model 

 
Source: our elaboration on Galeotti and Garzella (2013), Governo strategico dell’azienda. 
Prefazione del Prof. Umberto Bertini, p. 39 
 

The model proposed shows as the competitive advantage in the real mar-
kets is closely connected to the competitive advantage in the financial mar-
kets and in the social context. In attempt to create a strategy able to generate 
value over time, firms need to evaluate their strategic formula considering 
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the “consonance” of the internal and external fronts in a dynamic perspective 
(Coda, 1984; Galeotti and Garzella, 2013). Indeed, the firm’s internal and 
external fronts are closely related according to a systemic relationship over 
the time. On the one hand, the internal structure allows to achieve and con-
solidate competitive advantages in the real and financial markets and in so-
cial context; the continuous research of new positions of competitive ad-
vantages demands for changes in the firm’s internal structure in order to an-
ticipate or adapt to dynamic evolution of the business.  

In this way, the strategic formula allows to keep under control simultane-
ously the competitiveness of the firm at corporate and business level (Collis 
and Montgomery, 1997; Aspara et al., 2013; Barabba et al., 2002; Gam-
bardella and McGahan, 2010; Osterwalder, 2004; Tikkanen et al., 2005). The 
first level concerns the overall objective, scope and processes of firm to ac-
complish its goals and to fulfil stakeholder’s expectations; the business level, 
instead, involves the achievement of new positions of competitive advantage 
on based of firm’s strategic decisions.  

For each front - internal, external and on boundaries - firm develops and 
implements a plurality of interconnected strategies (Coda, 1989; Hofer and 
Schendel, 1984). Specifically, the external front involves the development of 
positioning strategies in order to trigger and/or to enhance the firm’s role in 
real markets, financial markets and social context (Galeotti and Garzella, 
2013). In this sense, positioning strategies include business strategy, finan-
cial strategy and social strategy (Thompson et al., 2013; Markides, 1997; 
Galeotti, 2008; Husted and Allen, 2007). These strategies may be directed to 
the development of firm’s competitive position in a single strategic unit; spe-
cifically, the object of business strategies are the strategic business units 
(SBU), the financial strategies address the strategic financial units (SFU) and 
the social strategy refers to the strategic social units (SSU). 

However, for each front, the firm may also compete across multiple stra-
tegic units; in this sense, firm should develop a strategic portfolio approach 
by looking across all its units to determine how to create the most aggregate 
value. 

On the other hand, internal strategies define the firm’s structure and are 
distinguished in resources strategy, operations strategy, organizational strat-
egy, governance strategy and internal financial strategy – with reference to 
the achievement of financial self-sufficiency.  

As anticipated, the continuous stimulus to renew the sources of competi-
tive advantage characterizes managerial issues and makes the management 
of firm boundaries a key variable (Adamides, 2015; Foss et al., 2013; 
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Garzella 2000; Gonzalez-Benito and Lannelongue, 2014; Ritter et al., 2004; 
Schmenner et al., 2009; Swink et al., 2007). 

The management of boundaries aims to create value, by identifying new 
integration and coordination opportunities among the value chains of the firm 
and the value chains of external “partners”, and by focusing on processes, ac-
tivities and resources that cannot be considered neither internal nor external 
(Yang and Lin, 2010). In this way, the concept of boundary pushes to redesign 
the firms’ corporate processes and their strategic positioning (Garzella, 2000). 
Recognizing the strategic autonomy of firms’ boundaries promotes the devel-
opment of “linking” and “bearing” strategies (Caputo et al., 2018; Scott, 2003). 
The “linking strategies” seek to internalize the resources and skills of the part-
ners promoting the redefinition of the entire business model and improving the 
overall operating efficiency; at the same time, however, firms need to super-
vise the sharing processes by developing “bearing” strategies that allow pro-
tecting from the risk that external actors of the supply chain should acquire key 
information by the relationship with the firm. 

In this sense, the management of resource, knowledge and activities on 
the “boundary zone” should be a new paradigm to obtain and sustain com-
petitive advantage (Dyer and Singh, 1998; Caputo et al., 2018 Wagner, 
2003). 

In order to develop a corporate business model that allow the integration 
of the environmental dimension into each level of strategy, it’s important 
analyze, firstly, the evolution studies on topic and, then, the strategic role of 
green management process. 

 
 

2. The environmental strategies and the Corporate Social Re-
sponsibility 

 
According to stakeholder theory and corporate social responsibility ap-

proaches, an increasing number of firms decides to recognize the relevance 
of the environmental dimension in addition to financial and social dimen-
sions (Freeman, 1984; Buysse and Verbeke, 2003; Campbell, 2007). 

Specifically, the environmental dimension is related to “the organization-
wide recognition of the legitimacy and importance of the biophysical envi-
ronment in the formulation of organization strategy and the integration of 
environmental issues into the strategic process” (Banerjee, 2001). Based on 
this definition, environmental issues reflect the firm degree of acceptance 
and adoption of environmental issues and principles in the strategic manage-
ment with the integration of environmental, values in firms’ mission and 
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vision (Aragon-Correa, 1998; Lee and Rhee, 2007; Sharma and Enriques, 
2005; Hutchinsons, 1996).  

In this vein, the development of environmental strategies can be consid-
ered a complex phenomenon that differ along a continuum from a reactive to 
a proactive approach according to several studies on topic (Capurro et al., 
2018; Porter and van der Linde, 1995). 

Specifically, some scholars argue that there is a trade-off between environ-
mental strategies and firm performance. In this stream of research, the develop-
ment of environmental actions implies costs higher than benefits, and usually 
the environmental strategies are formulated only for moral and social reasons or 
to mitigate reputational and legal risks – for example possible accidents or sanc-
tions for failure to compliance of environmental regulation (Freedman and Jaggi, 
1998; Marcus and Fremeth, 2009; Fiorentino et al., 2006). This approach pushes 
firms to engage the environmental strategies in response to legitimate demands 
from stakeholders (Sprengel e Busch, 2011; Clarkson, 1995). 

Other studies differently argue that effective environmental actions can 
be a critical success factor for firms able to trigger new competitive dynamics 
(Bowen, 2007; Clarkson et al., 2011). According to these studies, framed in 
the resource-based theory, environmental strategies may constitute a support 
for developing corporate resource and distinctive capabilities (Porter e Kra-
mer, 2006; Russo e Fouts, 1997; Berchicchi et al., 2012); moreover, envi-
ronmental strategies could pay off in terms of social reputation, corporate 
image, compliance, sustainability reporting and customer preferences (Lam-
boglia et al., 2018; Hart and Milstein, 2003; Garzella and Fiorentino, 2013a).  

The latter proactive approach to environmental strategies has led firms to 
recognize the relevance of the environmental dimension in addition to competi-
tive, financial and social dimensions (Freeman, 1984; Berry and Rondinelli, 
1998; Epstein, 2010; Sadiq e Khan, 2006; Kim et al., 2016; Galbreath, 2009).  

Specifically, strategic management scholars captured the relevance of en-
vironmental dimension at corporate and business levels (Hens et al., 2018; 
Primc and Čater, 2016, Garzella and Fiorentino, 2013b). In fact, the environ-
mental dimension affects the decision makers; managers should carefully an-
alyse the environmental issues by considering them alongside other tradi-
tional strategic variables such as cost, quality, price, and so on. In this way, 
firms can take decision regarding, for example, the exit from pollutant busi-
ness or the increase of eco-R&D investments in order to develop sustainable 
products, services, processes and initiatives focused on the social needs of 
people and on the environmental preservation (Peattie and Belz, 2010; Han-
sen et al., 2009; De Medeiros et al., 2014).  
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Table 1 provides some example cases of environmental actions carried 
out by the 2019 world’s most sustainable companies, belonging to different 
activity sectors, according to Dow Jones Sustainability Indices (DJSI)1. 

Based on these insights, the adoption of green actions requires some es-
sential decisions regarding the selection of environmental aims and their 
transformation into strategic actions in order to improve environmental per-
formance. In this vein, the green management play a key role to support the 
development of proactive and effective environmental actions while simul-
taneously lowering costs and creating differentiation benefits and value for 
internal and external firm’s actors (Siegel, 2009; Darnall, et al., 2010).  
 
Tab. 1 – Environmental strategies of 2019 World’s most sustainable companies 

 Company State Activity 
Sector 

Green actions 

1. BMW Germany Cars 

Leader for its outstanding environmental performance. The 
company’s efficiency improvements have led to a reduction in 
average fleet emissions of CO2 per kilometre by 3.3% over the 
past year.  

2. LG 
ELECTRONIC 

South 
Korea 

Consumer 
Goods 

Since 2008, the manufacturer has reduced total greenhouse 
gas emission by 353,000 tonnes. Through green packaging 
guidelines, LG has reduced the weight of packaging and logis-
tical costs. LG has set itself ‘Greener 2020’ goals which include 
a 40% reduction in greenhouse gas emissions, as well as a 
15% increase in ‘green’ new business. 

3. NESTLÉ Switzerland Food and 
drink 

The company’s products and processes are as environmen-
tally and socially friendly as possible. For example, in Switzer-
land Nestlé recently partnered with local farmers to open the 
country’s largest agriculture biogas plant, which uses manure 
from cattle to generate green energy for its Henniez bottled 
water factory and the Swiss power grid. In return, the farmers 
receive a more environmentally friendly manure, and Nestlé 
also helps them care for the local environment. 

4. UNILEVER 
Nether-
lands 

Household 
products 

The Unilever Sustainable Living Plan has a goal of halving the 
environmental impact of the company’s products. The com-
pany already has reduced the amount of waste associated with 
the disposal of products by 29% since 2010. 

5. 
HEWLETT PAC-
KARD ENTER-
PRISE & Co. 

USA 
Technology 
hardware 

HPE continues to prioritise economic, environmental, and so-
cial aspects in its business strategies. Their primary environ-
mental focus is on reducing carbon emissions through use of 
renewable energy and minimizing landfill through reuse and 
recycling programs. 

 
1 The DJSI is a globally recognised independent benchmark that measures the sustainable per-
formance of the largest 2,500 global companies. The last DJSI/CSA results were announced 
on 13 September 2019. 
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However, both the formulation of sustainable ideas and implementation of 
socio-environmental actions do not necessarily guarantee positive outcomes 
(Wood, 2010; Capurro, 2019). In this vein, the predisposition and effective 
application of green management processes facilitates the attainment of envi-
ronmental aims, driving results along the overall strategy process by facilitat-
ing internal and external communication goals (Ambec and Lanoie, 2008; 
Miles and Covin, 2000; Mustapha et al., 2017; Babiak and Trendafilova, 
2011).  

By this way, environmental decisions and actions have acquired for firms 
a growing importance and concern the overall firm strategic process both in 
the formulation, in the implementation and in the subsequent evaluation steps 
(Garzella and Fiorentino, 2014). In this context, recent studies on Environmen-
tal Social Responsibility have highlighted the key role of environmental di-
mension not limited to the social strategy “perimeter” but extended to the over-
all system of strategies (Garzella and Fiorentino, 2013b; Capurro et al., 2018).  

Thus, if the boundaries between sustainability and traditional business 
become increasingly blurred, the alignment between the system of strategies 
and environmental dimension, with the related sustainable practices, requires 
an evolution in the conceptualization and scope of environmental dimension.  
 
 
3. A framework on the environmental dimension in the strategic 

formula 
 

Based on the insights from literature review, and recognized the autono-
mous relevance of environmental dimension, firms need frameworks useful 
to select sustainable actions for achieving concrete and tangible results with 
reference to impact of strategic actions on the biophysical environment, on 
one side, and impact of environmental performance on revenues, costs and 
competitive advantage, on the other (Bocken et al., 2014; Clarkson et al., 
2011; Epstein, 2008; Ilinitch et al., 1998).  

In this vein, a new conceptualization and scope of environmental dimen-
sion in the strategic formula is provided. The development of environmental 
goals and their integration into the overall strategic process can contribute to 
strengthen the firms’ competitive positioning in real and financial markets 
and to improve the firms-customers and firms-investors relationships, and to 
increase the value creation process. The achievement of environmental aims 
implies multi-lens perspective to green management decision-making that 
concern the overall strategic process both in firm’s external fronts, in internal 
front and on boundaries; in this sense, the scope of environmental dimension 
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should be extended from the social strategy to the different levels of the stra-
tegic formula. 

In order to underline the cross-strategies conceptualization and the ex-
tended scope of environmental dimension, Table 2 - consistently with the 
model of strategic formula – suggests for each level of strategy, both exter-
nal, internal and on boundaries, sustainable actions, decisions and practices 
that firms can embrace to improve growth and competitive advantage con-
sidering simultaneously the accountability to a wide range of firms’ actors. 

In particular, for the business strategy, the development of new environ-
mentally friendly products and services, the use of environmental advanced 
technologies and processes and/or the implementation of eco-innovations 
could involve the achievement of competitive advantage by differentiation 
or by cost leadership options (Sharma and Enriques, 2005; Azzone and Noci, 
1996; Dangelico et al., 2017; Song and Yu, 2018). In this way, firms can 
develop a product offer able to meet the needs of customers increasingly at-
tentive to socio-environmental issues. 

For firms that compete through several strategic sub-units, implementing 
sustainable actions “environmental oriented” affect the choices related to 
business portfolio (Lamond, 2009; Barabba et al., 2002; Xin-gang et al., 
2018; Elkington, 1994). In this sense, firms could decide, for example, to exit 
from pollutant business or to enter in green business, by exploiting possible 
synergies and strategic alliances, in order to increase exposure to high-value 
sustainable market positions and reducing risk exposure. 

For the social strategy, the commitment of firms is embodied in defining 
initiatives and programs to effectively manage environmental impact associ-
ated with their business activities aimed to improve the living conditions of 
their local communities (Longoni and Cagliano, 2015; Lamboglia et al., 
2018; Margolis and Walsh, 2003; Pane Haden et al., 2009; Adams, 2001). In 
this sense, the definition of an entrepreneurial social proposal must be di-
rected to the creation of environmental benefits in addition to social value 
(Hart, 1997); specifically, firms should create more social well-being, while 
at the same time implementing initiatives for reducing the effects of air pol-
lution and climate change, for improving waste and water management, for 
developing greener business transports by smoothing traffic flows. These ac-
tions determine a return for firms in terms of reputation and corporate image, 
as well as, the opportunity to receive green awards and founds and support, 
as incentive for future, new green initiatives. 
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Tab. 2 – The scope of environmental dimension in the strategic formula 

The main 
strategies 

Green actions Benefits 

Strategy  
in real markets 

 Environmentally friendly products/services,  
 Product offer for environmental conscious 

consumers 
 Introduction of recyclable packaging 
 Development of eco-innovations 
 Programs to educate consumers on environ-

mental issues 
 Communication of firm’s environmental ac-

tions to consumers 
 Restructuring firm’s portfolios business 
 Green business entry 
 Pollutant business exit 
 Green strategic alliances 
 Green synergies 

 Competitive advantage by differentiation 
or by cost leadership options 

 Increase quality perception 
 Increase customer perception of environ-

mental performance 
 Increase corporate image 
 Increase exposure to high-value sustain-

able market positions 
 Reduction of risk exposure 
 Efficient resource allocation 

 
 

 

Strategy  
in financial 
markets 

 Implementation of processes in respect of bio-
physical environment 

 Green investments  
 Adoption of environmental, social and govern-

ance (ESG) practices  

 Possibility of receiving capital at favoura-
ble conditions 

 Less exposed to operational, legal and 
reputational risks 

 More interest by investors and financial 
stakeholders 

Strategy  
in social 
markets  

 Environmental impact reduction 
 Improve the living conditions of local commu-

nities.  
 Cooperative alliances with environmental or-

ganizations 
 Reduction of air pollution and climate change 
 Improve waste and water management 
 Development of greener business transports  
 Green programs and communication of envi-

ronmental actions to community 
 Reduction of environmental incidents 

 Increase firm’s value 
 Increase social reputation 
 Increase corporate image 
 Green initiatives found and supports 
 Green awards  
 Social stakeholders’ perception of envi-

ronmental performance 
 

Resources  
strategy 

 Environmental standards for suppliers selec-
tion  

 Reduction in consumptions of natural re-
sources  

 Use of sustainable energy sources 
 Use of replaceable resources, components 

and raw materials 

 Increase quality perception 
 Reduction of production costs 
 Development new competences and ca-

pabilities 
 Positive perception by environmental 

conscious consumers 
 consumptions reduction 

Operations 
strategy 

 Designing appropriate environmental struc-
tures and systems 

 Environmental advanced technologies and 
eco-red investments 

 Decisions on centralization/decentralization 
 Reduction of environmental impact for unit of 

output. 

 Reduction of production costs 
 Minimize product’s lifecycle impacts 
 Increase firm’s eco-efficiency 
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Organizational 
strategy 

 Promote incentive systems based on rewards 
to employees who develop new environmen-
tal ideas 

 Create organizational “green units” projects  
 Create cross-functional teams to improve en-

vironmental performance 
 Promote programs to raise employee aware-

ness on environmental issues  
 Improving the internal communication of envi-

ronmental actions to employees 

 Positive impact on firm’s routine 
 Positive impact on corporate culture 
 Positive feedback from employees 
 Shared and clear business objectives 
 
 

Governance 
strategy 

 Independent audits of environmental perfor-
mance 

 Environmental standard adoption 
 Environmental management systems 
 Change in ownership and board structure 
 Reduction of green lawsuits and crimes  
 Increase green compliance 
 Environmental committees and reporting 
 Environmental communication with stakehold-

ers  
 Environmental policies and procedures 
 Internal transfer of an orientation to environ-

mental and social sustainability 

 Positive effect on internal and external 
corporate governance mechanisms 

 Introduction of new rules and standards 
for corporate accountability and transpar-
ency 

 Creative corporate governance struc-
tures reduce the pressure from environ-
mental activist groups  

 

Boundary 
strategy 

 Collaborative networks 
 Green strategic alliances 
 Green partnerships 
 Green technological clusters 
 Smart working 
 Collaboration with Research centers/Universi-

ties to solve general environmental problems 

 Increase firm’s value 
 Improve business performance 
 Innovative green ideas 
 Exploitation of new emerging technolo-

gies 
 Reduction of costs during the design and 

development of products 
 Minimize the environmental impacts re-

lated to the overall supply chain. 

 
Moreover, the environmental challenge has implications for the financial 

strategy in the financial markets. In fact, the financial players are changing 
the way they manage their financial investments, giving priority to firms that 
adopt virtuous practices and processes that respect the biophysical environ-
ment (Miles and Covin, 2000; Martin and Moser, 2016; Zhang et al., 2018; 
Molina Azorin et al., 2009). In this way, the firms’ definition of a financial 
offer based on green investments and environmental, social and governance 
(ESG) practices could help firms to receive capital needed at favourable con-
ditions. Indeed, firms that are more aware of ESG factors are generally less 
exposed to operational, legal and reputational risks, and more oriented to-
wards innovation and efficient resource allocation and, therefore, they are 
deemed more interesting by investors and benefit from lower cost of capital.  

Based on these insights, competitive, social and financial decisions also 
become environmental variables with a strong impact in defining the internal 
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strategies. Thus, the integration of environmental dimension in the firm sys-
tem strategies drives decision-making processes transformations, including 
changes in operational process, governance practices, supply chains, and or-
ganizational models. 

In this sense, environmental decisions effect on the selection of suppliers 
in order to reduce the consumptions of natural resources in favour of the re-
placeable resources, components and raw materials and renewable energy, 
as well as, to decrease the products environmental impact (Govindan, et al., 
2015; Geissdoerfer et al., 2017). In addition, the use of sustainable resources 
shall be compatible with the implementation of advanced technologies, pro-
cesses, structures and systems and must be accompanied by decisions on 
centralization/decentralization of operational activities in order to foster the 
firm’s eco-efficiency reducing environmental impact for unit of output (Hens 
et al., 2018; Leach et al., 2012).  

Fostering the environment preservation in decision-making process in-
volves several internal changes with a strong impact on employees, routine 
management activities and corporate culture (Harris and Crane, 2002; Mar-
garetha and Saragih, 2012; Bertels et al., 2010; Olson, 2008). The role of top 
management is of utmost importance to set up the appropriate strategic ac-
tions to make possible these changes. In this sense, top management efforts 
could be directed to promote incentive systems based on rewards to employ-
ees who develop new environmental ideas, organizational “green units” pro-
jects or cross-functional teams to improve environmental performance, pro-
grams to raise employee awareness on environmental issues improving the 
internal communication of advantages related to implemented environmental 
actions by firm. 

The integration of environmental dimension into the overall strategic pro-
cess, affects both internal and external corporate governance mechanisms. 
The achievement of environmental goals has led to the introduction of new 
rules and standards for corporate accountability and transparency, such as 
environmental committees and reporting, an environmental expert’s inclu-
sion in a firm’s board and independent audits development of environmental 
performance (Amran et al., 2014; de Villiers et al., 2011; Bowen, 2002; 
Brammer and Pavelin, 2008). In this sense, the governance strategy can play 
active role to addition environmental and ecological issues in the corporate 
management plan. Firms could create a corporate governance structure, that 
engages with more Corporate Social Responsibility (CSR) activities, to solve 
the currently environmental challenges able to support the communication 
with stakeholders about firm’s strategies and policies regarding the natural 
environment, to reduce the pressure from environmental activist groups and 
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to transfer internally to all levels of firm’s an orientation to environmental 
and social sustainability (Comyns, 2016; Perrault and Clark, 2016; Ben-
Amar et al., 2017; Oh et al., 2011). 

Finally, the environmental challenges shift, sometimes, the attention of 
the top management in that area of business periphery that cannot be consid-
ered neither internal nor external. The strategic management of boundaries 
encourage the development of new perspectives in business processes able 
to increase the sustainability performance of firm’s products and services 
and, thus, to create green paths and competitive advantage (Stenberg, 2007; 
Darnall et al., 2008; Grekova et al., 2014; Sarkis, 2012).  

The boundaries strategic management encourages firms to expand their 
environmental considerations beyond their internal operations to their sup-
pliers and customers. If so, firms may create additional opportunities to en-
hance environmental sustainability by partnerships and strategic alliances 
among the actors operating on the boundaries to support value creation. In 
this way, firms could potentially access external green resources, technolo-
gies and know-how hardly to develop internally; at the same time, working 
on boundaries, firms could externalize their knowledge and green ideas in 
order to achieve the market faster than they could through internal develop-
ment. Firms, expanding their focus beyond the boundaries, could minimize 
system-wide environmental impacts in order to design environmentally and 
economically sustainable supply chains. 

In view of the above, the integration of the environmental dimension, and 
the extension of its scope, into the overall strategic process requires an ap-
propriate decision-making process able to account for all levels of strategies; 
this will further strengthens the competitive positioning in the firms-custom-
ers and firms-investors relationships and increases the firm’s social value, 
form a side, and to support the implementation of coherent firm internal or-
ganizational model based on best sustainable practices and process, on the 
other side. 

 
 

4. Conclusions 
 

This study develops a comprehensive framework supporting a new con-
ceptualization and scope of environmental dimension in the strategic formula 
by identifying sustainable actions, decisions and practices that firms can em-
brace to improve growth and competitive, financial and social advantage. 

We contribute to several literature streams such as Strategic Management, 
CSR and Green Management. Specifically, our contribution is relevant for 
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strategic management studies because it proposes a crossover analysis on en-
vironmental dimension and highlights problems and limits related to its inte-
gration in the strategic planning process. Moreover, with reference to CSR and 
green management, the framework provides a conceptual model able to iden-
tify environmental variables at corporate and business level, maximizing po-
tentiality and reducing risks in implementing environmental strategy.  

Driving on and extending prior studies on topic, our proposed framework 
offers a broad perspective on environmental dimension capturing its strategic 
relevance at corporate and business levels. Indeed, starting from the theoret-
ical background on environmental strategy and green management, we pro-
vide a new perspective to analyse the relationships between environmental 
dimension and the strategic formula. Our findings push to overcome the tra-
ditional concept of environmental dimension as a “part” of social strategy by 
moving the focus on the strategic value of this variable even for implement-
ing successful competitive, financial and internal strategies, as well as, 
boundary strategies.  

Moreover, the framework, by highlighting the multiple dimensions of 
green management, shows relevant practical implications from integrating 
the environmental dimension into the overall strategic process monitoring 
tools for the strategic assessment of performance and results achieved in or-
der to provide a concrete response to corporate issues in terms of social and 
environmental responsibility. Furthermore, we suggest, for each level, envi-
ronmental ideas, goals and actions, with related benefits, for firms supporting 
the decision-making process of green management; the list of items is not 
intended to be a comprehensive one but represents a starting point to further 
and future improvements.  

Based on the results of this study, future research should: test the effec-
tiveness of the advanced framework; measure the value added of environ-
mental dimension to firms’ internal and external strategies. 
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Introduction 
 

Over recent years, there is a growing debate over the global climate 
change and the consequences it can produce on companies and on the ways 
in which they operate. Climate-related issues can increase company costs, 
such as water, energy, sources, products, services but also cause changes on 
supply chains, technology, consumer and investor behaviors as well as af-
fecting financial performance.  

In this perspective, climate information became relevant for investors and 
shareholder to understand the risks and the opportunities related to climate 
change and to make more informed decisions concerning capital allocation 
and to evaluate the equity risk premium.   

This implies the need to understand ever more profoundly the conse-
quences coming from climate changes, and identify, assess and manage the 
risks and the opportunities that arise from them, by enhancing the level of 
company non-financial disclosure.  

The improvement of quality disclosure entails the reduction of infor-
mation asymmetries and the increase of transparency in financial statements 
(Meek et al., 1995; Lajili and Zéghal, 2005; Marshall and Weetman, 2007; 
Dobler, 2008; Campbell et al., 2014; Elshandidy & Shrives, 2016), by ame-
liorating the functioning of markets, by favoring a better allocation of re-
sources and reducing the agency conflict and cost of capital (Akerlof, 1970; 
Jensen and Meckling, 1976; Botosan, 1997; Sengupta, 1998; Solomon et al., 
2000; Healy and Palepu, 2001; Magnan and Markarlan, 2011; Malafronte et 
al., 2016).  
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During the last years, governments, regulators and financial institutions 
have developed new recommendations and regulatory frameworks with the 
aim to improve the quality, quantity and comparability of information dis-
closed by companies and to provide investors a better knowledge of the con-
sequences deriving from climate change to which companies are exposed. 

One of the most important initiatives regards the institution of the Task 
Force on Climate-related Financial Disclosures (TCFD)1, set up in 2015 by 
the Financial Stability Board (FSB)2. The TCFD have to draw up recommen-
dations on the reporting of the risks and opportunities related to climate 
change, in order to improve company disclosure and align the information 
disclosed with the expectations and needs of investors3. 

On June 2017, TCFD published its final recommendations report4 and 
provided a list of specific requirements companies should disclose in their 
annual report. The main four pillars are reported below: 

 governance (“the organization’s governance around climate-related 
risks and opportunities”);  

 strategy (“the actual and potential impacts of climate-related risks and 
opportunities on the organization’s businesses, strategy and financial 
planning”);  

 risk management (“the processes used by the organization to identify, 
assess and manage climate-related risks”);  

 metrics and targets (“the metrics and targets used to assess and manage 
relevant climate-related risks and opportunities”). 

 
For each of the prior pillars, the specific recommendations are detailed in 

the following table: 

 
1 The TCFD is one of the most important initiatives meant to examine climate change in the 
context of financial stability and was set up after a review carried out by the G20’s Financial 
Stability Board on how the financial sector could best take account of climate-related issues. 
2 The FSB is an international body that monitors and makes recommendations over the global 
financial system. In particular, FSB was established with the aim to promote: 1) the stability 
of the international financial system; 2) the improvement of the functioning of financial mar-
kets; 3) and the reduction of systemic risk, through the exchange of information and interna-
tional cooperation among the Supervisory Authority, the central banks and the main supra-
national authorities. 
3 The TCFD Recommendations drew from the work of other important reporting frameworks 
on non-financial disclosure including: Carbon Disclosure Project (CDP), Climate Disclosure 
Standards Board (CDSB), Global Reporting Initiative (GRI), Sustainability Accounting 
Standards Board (SASB), Principles for Responsible Investment (PRI), International Inte-
grated Reporting Council (IIRC). 
4 FSB-TCFD (2017) “Final Report: Recommendations of the Task Force on Climate-related 
Financial Disclosures”. https://www.fsb-tcfd.org/wp-content/uploads/2017/06/FINAL-2017-
TCFD-Report-11052018.pdf. 
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Fig. 1 – Core Elements of Recommended Climate-Related Financial Disclosures  

 
Source: TCFD, 2017 

 
The TCFD identified the risks and opportunities related to climate 

changes and focused on the financial impact they can exert on a firm. More-
over, one of the innovative TCFD recommendations is the “Scenario analy-
sis”, namely a forward-looking assessment that allows a company to consider 
a range of potential effects on future performance, by evaluating medium and 
long-term risk exposure. 

In particular, the TCFD set out the following two main categories of cli-
mate-related risks: 

 “Transition risks”, deriving from the transition to the low-carbon 
economy and include policy as well as legal, technology, market and 
reputational risks; 

 “Physical risks”, «resulting from climate change can be event driven 
(acute) or longer-term shifts (chronic) in climate patterns».  

 
With reference to the opportunities, they can stem from resource effi-

ciency, energy source, product/services, market and resilience. Risks and op-
portunities can produce implications on strategic planning and risk mana-
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gement. They can also have a financial impact reported in the balance sheet 
as well as in the income and cash flow statement. 

 
Fig. 2 – Climate Risks, Opportunities and Financial Impact  

 
Source: TCFD, 2017 

 
From this point of view, the aim of the TCFD model is to understand the 

effects on financial system coming from climate change. In other words, the 
TCFD focused on the consequences of climate change on companies and 
investors, by fostering reporting practices meant to ease the understanding 
of these events and the related financial impacts.  

Similarly, on February 2018, the Committee of Sponsoring Organizations 
of the Treadway Commission (COSO) and the World Business Council for 
Sustainable Development (WBCSD) released a guidance with the aim of ap-
plying enterprise risk management to ESG-related risks. Another purpose 
pertains the provision of specific recommendations on both integrating ESG-
related risks into strategy and ERM and on supporting their identification, 
assessment and mitigation.  

Such integration has significant effects on all the levels of organizations, 
as a consequence of the involvement of operating structures and processes. 
In addition, it also affects the corporate strategy, the business objectives and 
the communication path. 

In more detail, the foregoing guidance suggests company to pursue the 
following goals, namely: 
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 to strengthen «[…] resilience. An entity’s medium and long-term via-
bility and resilience will depend on the ability to anticipate and respond 
to a complex and interconnected array of risks that threaten the strategy 
and objectives»;  

 to develop and use «[…] a common language for articulating ESG-re-
lated risks: ERM identifies and assesses risks for potential impact to the 
strategy and business objectives. Articulating ESG-related risks in these 
terms brings ESG issues into mainstream processes and evaluations»; 

 to refine «[…] resource deployment: Obtaining robust information on 
ESG-related risks enables management to assess overall resource needs 
and helps optimize resource allocation. 

 to reinforce the «[…] pursuit of ESG-related opportunities: By consid-
ering both positive and negative aspects of ESG-related risks, manage-
ment can identify ESG trends that lead to new opportunities»; 

 to achieve «[…] efficiencies of scale: Managing ESG-related risks cen-
trally and alongside other entity-level risks helps to eliminate redundan-
cies and better allocate resources to address the entity’s top risks»;  

 to enrich «[…] disclosure: Improving management’s understanding of 
ESG-related risks can provide the transparency and disclosure investors 
expect and achieve compliance with jurisdictional reporting require-
ments»5. 

 
Paying close attention to the last bullet point, this guidance emphasized the 

need to enhance the quality of risk disclosure policy, in order to create more 
value and attain long-term firm success for both the board of directors, opera-
tional management and employees, and for investors, suppliers, customers, 
non-governmental organizations and community at large. Furthermore, to sup-
port external ESG-related risk disclosure, there are several references to the 
current and well-known frameworks, such as the Global Reporting Initiative 
(GRI), the Integrate Reporting <IR> Framework, Sustainable Development 
Goals (SDGs) and the recommendations provided by the TCFD.   

Along this line of reasoning, it should be mentioned that, on June 2019, 
EC published the non-binding guidelines on corporate-related climate infor-
mation reporting6, as part of the Action Plan for Financing Sustainable 

 
5 COSO-WBCSD (2018) “Applying Enterprise Risk Management to environmental, social 
and governance-related risks” (p. 7). https://www.coso.org/Documents/COSO-WBCSD-
ESGERM-Guidance-Full.pdf. 
6 European Commission (2019), “Guidelines on non-financial reporting: Supplement on re-
porting climate-related information”. https://ec.europa.eu/finance/docs/policy/190618-cli-
mate-related-information-reporting-guidelines_en.pdf  
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Growth7 designed to support companies in complying with Non-Financial 
Reporting Directive 2014/95/EU (NFRD).  

The new guidelines are inspired by recent proposals of the Technical Ex-
pert Group on sustainable finance (TEG)8 and integrate reporting recommen-
dations prepared by TCFD, with the aim to encourage companies to disclose 
not only the impact of climate-related on their business but also the effects 
of their activities on climate. 

Consistently with the guidance, a better disclosure of climate-related in-
formation can generate the following benefits for company reporting: 

 an «increased awareness and understanding of climate-related risks 
and opportunities better risk management, and more informed deci-
sion-making and strategic planning; 

 a larger investor base and a potentially lower cost of capital, resulting for 
example from inclusion in actively managed investment portfolios and in 
sustainability-focused indices, and from improved credit ratings for bond 
issuance and better credit worthiness assessments for bank loans;  

 a more constructive dialogue with stakeholders, in particular investors 
and shareholders; 

 a better corporate reputation and maintenance of social license to oper-
ate». 

 
In the new guidelines, one of the key points is the “double materiality” 

perspective in the climate change analysis. In other words, climate infor-
mation should be reported not only to understand the financial impacts af-
fecting the  company’s value – namely the “financial materiality” that is typ-
ically in investor or shareholder perspective – but also to set out the impacts 
of company’s behaviors on climate – namely the “environmental and social 

 
7 The Action Plan on Sustainable Finance pursues the aim «to connect finance with the spe-
cific needs of the European and global economy for the benefit of the planet and our society». 
In particular, it provides three main objectives: 1) reorient capital flows towards sustainable 
investment, in order to achieve sustainable and inclusive growth; 2) manage financial risks 
stemming from climate change, environmental degradation and social issues; 3) foster trans-
parency and long-termism in financial and economic activity. 
8 The Technical Expert Group on Sustainable Finance (TEG) consists of 35 experts on sustain-
able finance, set up by the European Commission. Its function is to support the Commission in 
implementing the Action Plan approved in May 2018, through studies concerning: SRI taxon-
omy, a classification of economic activities that can be defined as “sustainable” (in particular, 
about mitigation and adaptation to climate change); criteria for the construction of low-carbon 
and positive-carbon impact benchmarks, that is, reliable reference parameters to reduce the risk 
of greenwashing and increase market transparency; Green Bond Standard, a European quality 
certification for green bonds; improvement of the guidelines on the reporting of activities related 
to climate change by banks, insurance companies and other large companies. 
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materiality” concerning citizens, consumers, employees, business partners, 
communities and civil society organization standpoints.  

In this way, the guidelines emphasize a concept already depicted by 
NFRD for which also the external impacts stemming from the company ac-
tivities are relevant in the assessment of corporate reporting and investment 
decisions. Therefore, this is a different view compared to that suggested by 
TCFD. In particular, the focus is on the mitigation and assessment of the 
impacts that “transition risks” and “physical risks” might exert on financial 
system. 

 
Fig. 3 – The double materiality perspective of the Non-Financial Reporting Directive in the 
context of reporting climate-related information 

  
Source: EC Communication, 2019 

 
Moreover, the guidance introduced a list of key performance indicators 

(“KPIs”), namely detailed metrics providing specific indications upon the 
disclosure of greenhouse gas emissions (GHGs), the definition of emission 
reduction targets and the exposure to climate physical risks. Specific indica-
tors, regarding banks and insurance companies, are also recommended with 
the aim to generate relevant information for users. 

Building on the earlier considerations, the next Sections 1 and 2 respec-
tively place emphasis on corporate strategy and governance pattern as well 
as on metrics, targets and indicators suggested by the EC guidelines. At last, 
Section 3 highlights the concluding remarks and outlines the future research 
avenues. 
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1. Corporate strategy and governance pattern 
 

Company should disclose – “how” and “to what extent” – climate change 
affects both its corporate strategy and governance pattern. It is interesting to 
point out not only one “direction” of that relationship but also the other, namely 
“how” firm’s activities are able to condition climate change. A long run per-
spective is pivotal for communicating such kind of information. The time hori-
zon is chiefly longer than that normally used against financial disclosure.  

Crucial pillars in climate related information are the core business, the 
geographical outreach and the positioning with respect to the conversion to 
lower GHGs and to a more resilient economy. From a merely competitive 
standpoint, climate change might represent a fruitful opportunity firm should 
grab, in order to renew the business model, the value proposition and conse-
quently to improve financial performance. Such outside factor might stimu-
late a strategic change with the aim to meet and satisfy new requirements and 
expectations emerging from customers. Along this line of reasoning, some 
key drivers of the strategic renovation might be: a) the human capital, given 
the increasing needs of new and specialized expertise; b) the corporate gov-
ernance pattern, as a consequence of the relevant role played by climate 
change in firm’s organizational mechanisms; c) the planning and manage-
ment accounting systems, as the adoption of scenario analysis could help top 
management team (TMT) to effectively cover and mitigate the related risks.  

In other words, the EC provided an insightful interpretation of climate 
change by emphasizing firm’s resilience propensity. Differently from prior 
studies, reports and guidelines, EC pays close attention over opportunities 
rather than exclusively over threats. In this “two-way” interactive process, 
firm copes with climate change but it is able to, negatively or positively, in-
fluence environment. Therefore, corporate reporting should be inspired to 
value chain path, in order to depict the environmental implications stemming 
from supply chain, production pattern and final market. Climate change was 
addressed in a strategic management view, so that TMT should inform stake-
holders over financial planning, risk assessment, regulatory compliance pol-
icies as well as competitive strategies.  

Similarly, TCFD recommendations stressed on the reformulation of busi-
ness strategy due to the changes in product system to offer, in investment in 
research and development (R&D) to make, and in operations to put in place. 
A holistic picture should be described, in order to surface the links among 
the main pillars featuring firm’s value creation path. 

TCFD recommendations specify that the foregoing reformulation and the 
related voluntary information respectively should be made and disclosed as 
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long as the requirement of materiality was fulfilled. As said earlier, in cor-
porate reporting, such recommendations propose another “threshold of rele-
vance”, in addition to the well-known financial materiality. If the climate-
related information is material, thereafter TMT should disclose in firm’s re-
ports (i.e. integrated, sustainability, annual, consolidated and so on) its influ-
ence over corporate strategy and performance. 

The virtuous mechanism, pertinent to a second or better a double “thresh-
old of relevance”, therefore might consist of the following steps: 

 analysis of climate-related information materiality; 
 if so, examination of the interdependencies over corporate strategy and 

governance; 
 depiction of such connections in corporate reports. 
 
With reference to the foregoing bullet point n. 3, in a voluntary disclosure 

view, preparers might opt for manifold frameworks, such as IIRC, GRI and so 
on. Still, they might combine the strengths and salient traits of each framework 
above mentioned, to improve either the effectiveness or the explanatory power 
of corporate reporting. Conversely, in a mandatory disclosure view, preparers 
might mesh the requisites indicated by the NFRD (Doni et al., 2019a) with one 
or more voluntary frameworks. In this regard, it is worthwhile highlighting the 
cross-reference table (Fig. 4) between the NFRD and the TCFD recommenda-
tions set out below and suggested by EC. The latter, inter alia, spurs preparers 
to explore other routes with the aim to provide an overall portrayal regarding 
economic, social and governance (ESG) performance.   

Climate related issues unavoidably involve corporate governance pattern. 
In such a perspective, the focus might be centered on Board of Directors 
(BoDs) and, in particular, on its characteristics and activism with respect to 
this kind of issues and ESG performance. In firm reporting policy, it is in-
sightful to underline the possible set up of a corporate social responsibility 
(CSR) committee or the appointment of a CSR manager. For each of the 
foregoing options, the level of ESG expertise should be emphasized, in order 
to underscore BoDs involvement towards climate related issues. A positive 
signal of an increasing awareness resides in direct investments and/or in spe-
cific partnerships meant to enhance ESG competence of human capital. For 
instance, the main goals pertain the exploration of new technologies green 
oriented as well as the definition of the best solution for integrating the firm 
value chain with suppliers and customers by preventing and reducing, at the 
same time, the environmental impact of its core activities. In other words, 
climate related issues significantly affect the BoDs decision making process 
at different levels, from that strategic to operational one. In addition, TCFD 
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recommendations stress the need to disclose the influence over financial 
planning and, in particular, in relation to the capital allocation, expenditures, 
access, investments or divestments as well as operating costs and revenues.  

 
Fig. 4 – The cross-reference table between NFRD requirements and TCFD recommendations  

 

Source: EC Communication, 2019 

 
Along this line of reasoning, the metrics selected for measuring ESG tar-

gets should be disclosed in corporate reports. Drawing upon such a manage-
ment accounting and performance system, with reference to the characteris-
tics, the BoDs might envisage a human capital remuneration policy closely 
linked to the accomplishment of ESG targets. 

Paying attention on BoDs activism, the actions put in place to mitigate 
and assess the risks pertinent to climate related issues should play a key role 
in corporate reports. Apart from providing a detailed picture of the foregoing 
actions, it is purposeful to outline how and to what extent the latter are har-
monized into the overall firm risk assessment policy. The categorization of 
capitals suggested by the IIRC (Bianchi Martini et al., 2016; Doni et al., 
2019b; Doni et al., 2019c) allows to better underline the onward dependence 
on natural resources. Therefore, firm should be able to address circumstances 
arising from physical climate related risks. In this regard, the BoDs should 
outline a resilient corporate strategy path, in order to respectively cope and 
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reap the threats and opportunities stemming from those kind of uncertainties. 
By so doing, the key tenets of firm reporting should disclose the oversight 
activities carried out by the BoDs, or in its behalf by the Audit Committee, 
in terms of compliance with both the risk management policy and the overall 
strategic blueprint. 

 
 

2. Metrics, targets and indicators 
 

As referred above, the Guidelines on Reporting Climate-Related Infor-
mation (2019) provide a set of recommended indicators (Key Performance 
Indicators – KPIs) companies have to deem, in order to comply with materi-
ality assessment and to promote comparability of non-financial information 
disclosure. 

The document represents a supplement of the general guidelines on non-
financial reporting adopted by the EC in 2017 (Communication from the EC 
– 2017/C 4234/F1). While the guidelines issued in 2017 are generally re-
ferred on all the principal topics of non-financial reporting (social issues, 
human rights, bribery and corruption, environment), the following ensuing 
document, published in June 2019, specifically pertains to climate-related 
information. 

It is also useful to remember that the guidelines are not mandatory and, 
therefore, the related suggestions (i.e. metrics and targets) have not to be 
considered as an unbreakable and unbending framework. 

On the contrary, each company have to carry out a deepen analysis of its 
own risk profile, along with climate changes, to define the set of indicators 
useful to comply with the purpose of the guidelines. 

The document recommends the disclosure of five different categories re-
garding the climate-related information:  

 greenhouse gas emissions (GHGs);  
 energy consumption and production;  
 physical risks;  
 sustainability-oriented products/services;  
 green finance.  
 

The information, metrics and targets companies should disclose are listed 
in several tables containing the KPIs description, the unit of measure sug-
gested, the example of disclosure and its rationale, the alignment with other 
reporting framework as well as the EU policy reference. 

Hereafter, we proposed a synthetic description of the KPIs recommended 
by the 2019 Guidelines. 
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With regard to the first category of indicators (related to GHG), the com-
pany should provide information on the following scopes: 

1.a) direct GHGs;  
1.b) indirect GHGs pertinent to the production of acquired or consumed 

energy (i.e. electricity, steam, heat or cooling);  
1.c) all other GHGs pertinent to company’s value chain;  
1.d) GHG absolute emissions target. 
 
To ensure the comparability and reliability of the information, companies 

are encouraged to calculate their emissions, according to internationally rec-
ognized methodologies, such as the GHGs Protocol, ISO 14064-1:2018, or 
the Commission Recommendation 2013/179/EU. For the same reason, it is 
required to indicate the reliability status of third parties whose emissions fall 
within the scope of the data disclosed by the company. 

With reference to direct GHGs (1.a), given that the goal of a perfect meas-
urement, regarding the total amount, is not always achievable, companies are 
invited to specify the percentage of both the emissions reliably calculated 
and the estimated residuals. It is also recommended to clarify the reasons for 
which it was not possible to collect reliable data and the method used to cal-
culate the percentage of estimated emissions. 

Regarding to GHGs indirectly produced (1.b), it is useful to indicate the 
sources for which it has not been possible to measure or estimate the emis-
sions and the reasons for this lack. 

The information, related to the company value chain (1.c), refers to the 
emissions originated by the activities placed “downstream” or “upstream” 
from the company’s own production. In order to correctly identify “up-
stream” or “downstream” activities, companies have to consider the GHG 
Protocol Corporate Value Chain Accounting and Reporting Standard and 
Annex H of ISO 14064-1:2018; they should also provide explanations when 
disclosure pertinent to this kind of emissions is excluded. 

Finally, with regard to GHG absolute emission target (1.d), the Guide-
lines suggest to:  

 indicate how the disclosed targets relate (in whole or partially) to the 
aforementioned categories (i.e. direct, indirect and value chain-related 
emissions);  

 describe emissions trends in relation to the targets set;  
 set out their own targets for 2025 and 2030 and review them on a five-

year basis or even set out a 2050 target to align their programs with 
the Paris Agreement timeframe;  
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 disclose (in absolute or percentage terms) the intensity of emissions 
compared to one or more business parameters (e.g. tons of emissions 
per employee) or the emission reduction targets compared to a refer-
ence year (probably the financial year 2018). 

 
Where appropriate, companies should also consider the usefulness of ad-

ditional information over GHGs distribution (i.e. direct, indirect and absolute 
target), according to country, region, business activity and/or subsidiary con-
trolled. 

The second category of indicators provided by the guidelines refers to the 
company energy production and/or consumption within business activity. In 
particular, companies are required to disclose information concerning: 

2.a) the consumption and/or production of energy, by specifying its dif-
ferent origin from renewable and non-renewable sources;  

2.b) the energy efficiency target pursued;  
2.c) the renewable energy consumption and/or production target. 
 
With regard to the information on the consumption and/or production of 

energy from renewable and non-renewable sources, the guidelines state that 
fuels consumed as a raw material in the production process (and not used for 
energy purposes) should not be accounted in the indicator. Companies must 
provide a breakdown of the different sources of renewable energy associated 
to its own production and/or consumption, by taking into account the defini-
tion contained in CDP Climate Change Reporting Guidance (2018). With 
reference to non-renewable sources, it is recommended to distinguish low-
carbon sources from other non-renewable categories. 

The additional targets of energy efficiency and the increased percentage of 
energy from renewable sources should be disclosed by giving evidence of pro-
gress made with respect to the targets set (i.e., lower energy consumption per 
product released against the date of a given reference year; increased consump-
tion and/or production of renewable energy compared to a given reference year). 

A further category of information indicated in the guidelines pertains the 
physical risks for damages caused to business activity by climate change. It is 
interesting to highlight that physical risks can be classified as “acute”, when 
damages are caused by extreme weather events, or “chronic” when they arise 
from gradual changes, such as upward temperatures (and connected rising of 
sea level), changes in rainfall trends, etc.; in other terms, climate changes could 
have socioeconomic impacts on livability and workability, food systems, phys-
ical assets, infrastructure services as well as natural capital (McKinsey Global 
Institute, 2020). 
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Companies should indicate, in percentage terms, the amount of assets en-
gaged in geographical areas exposed to acute or chronic physical risks arising 
from the climate, by also specifying the criterion/methodology used to identify 
the most vulnerable regions. The information is also particularly relevant for 
assessing business value. Indeed, it is well-known that the existence of uncer-
tainties and risks related to climate changes and extreme weather events could 
significantly affect company value. In this sense, an interesting article by 
Schroders Investment Management (2018) highlights the relevant adjustments 
of company value engendered by industry, as a result of physical climate risks. 
 
Fig. 5 – Enterprise value adjustment for physical climate risks (%) 

 

Source: Schroders Investment Management, 2018 

 
The disclosure provided on physical risks should be jointly reported with 

an exhaustive description of company’s adaptation strategies and policies. 
Company’s strategic involvement to climate change unanimously represents 
a relevant factor to preserve business value; therefore, it should be properly 
considered to assess the impacts of climate change on company’s value. To 
this end, it is likewise useful to ponder, at first, the negative effects associated 
with physical risks: a) the reduction in revenues or the increase in costs rising 
from a supply chain outage or a limited production capacity, or still an impact 
on the workforce; b) the upward spending to protect (or repair) business ac-
tivities from events caused by climate change; c) the mark up in cost of 
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capital or insurance costs in high-risk regions; d) the write-off (or the early 
retirement) of the company’s assets (Deloitte, 2019). 

In predicting adjustments on revenues, charges, investments as well as 
the related cost of capital9, it is necessary to consider, for instance, the dif-
ferent types of disruption, as consequence of climate changes, to which in-
dustry sectors are exposed. 

 
Fig. 6 – Sectors exposition to different types of disruption resulting from physical events  

 
Source: HSBC, 2017 

 
The increasing uncertainty of business arena leads also to replace tradi-

tional valuation models (i.e. DCF) with more complex approaches (i.e. real 
options analysis) most suited to estimate potential impacts of climate 
changes. In this sense, the application of real options model should allow to 
properly estimate the effect associated to:  

 «Options to switch from carbon emission intensive technologies and 
products to cleaner fuels, processes and outputs as emission taxes and 
regulations become increasingly expensive. 

 
9 In a recent research report, HSBC (2017) suggests estimating future cash flows by taking 
climate change into account; from this point of view, cash flows could vary from business-as-
usual incorporating transition and physical risks as well as potential benefits. The adjusted 
cash flows have to be discounted by adopting a properly cost of capital which also incorpo-
rates climate strategy (climate adjusted wacc). 
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 Options to ‘scope up’ (Mauboussin, 1999) by moving into related indus-
tries with a lower climate change exposure as opportunities in these areas 
open up in response to climate change policies and consumer preference. 

 Options to contract by reducing the size of high emitting operations as 
these become unfeasible due to high carbon taxes or emission trading 
prices. 

 Options to abandon high emission operations altogether in the longer 
term. 

 Options to delay investment in a clean technology until market forces 
have proven its value or to delay projects until prices for carbon credits or 
the extent of the physical climate change impacts justify investment, or 
even to delay investment in a high emitting asset until imminent climate 
change related regulations are known» (Tyler and Chivaka, 2011: p. 60). 

 
Anyway, it should be reiterated that the overall effect of climate change 

on firm value can significantly depend on the length of the time horizon; in 
other words, in the short term, what can currently be considered just a risk 
factor, it could represent a significant growth opportunity in the long term 
horizon, because of climate changes’ mitigation strategies adopted by the 
company. The following figure gives a concise evidence of the impact asso-
ciated to climate changes in different industry sectors, comparing also short 
term and long-term effects (McKinsey & Company, 2008). 

The last category of guidelines’ disclosure recommendations is based on 
revenues, expenses and/or investments originated or pertinent to products, 
services and activities able to meet the sustainability criteria and support cli-
mate-change mitigation or the related adaptation process. For instance, com-
panies should disclose the percentage of revenues from sustainable products 
or services and/or the percentage of investments and/or expenses for activi-
ties or processes complying with sustainability criteria. 

Finally, from a financial point of view, the guidelines suggest to explicit 
the outstanding percentage of green bonds, at the end of the year, against the 
total amount (calculated as a five-year moving average). In the same way, it 
is necessary to provide information on the incidence of green debt instru-
ments at the end of the year compared to the total outstanding debts (calcu-
lated as a five-year moving average). In essence, this kind of information 
gives evidence of specific financing programs supporting company’s climate 
improvement projects. To this end, it is recommended to highlight the pos-
sible presence of company unlisted green bonds and to disclose future goals 
regarding subsequent green financing plans and activities. 
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Fig. 7 – Example of potential impact on industry valuation of carbon-abatement measures 

 
Source: McKinsey & Company, 2008 

 
In addition to the indicators above described, which should apply to gen-

eral companies, the guidelines also suggest to consider the following regula-
tory sources: 

 the indicators, referring to specific industries (e.g. energy, agriculture, real 
estate, transport, materials and construction) included in the Task-Force 
on Climate-related Financial Disclosures (TCFD) Supplemental Guide-
lines, as well as in other standards issued with the same purposes10; 

 the indicators on environmental issues related to business activity for 
entities heavily dependent on natural capital and/or having negative 
effects on climate (e.g. deforestation or forest degradation)11; 

 
10 TCFD (2017). Implementing the Recommendations of the Task-Force on Climate-related 
Financial Disclosures (www.fsb-tcfd.org/wp-content/uploads/2017/06/final-tcfd-Annex-
062817.pdf). Other standards containing key performance indicators on climate issues are the 
CDP questionnaires on climate change, water security and forests (CDP Climate Change, 
Water Security and Forests Questionnaires), the GRI 305 (Emissions 2016) and GRI 302 
(Energy 2016) standards, or sector standards issued by Sustainability Accounting Standard 
Board (SASB). 
11 Natural Capital Protocol Toolkit (www.naturalcapitalcoalition.org/protocol-toolkit) and 
the European Commission Recommendation 2013/179/EU on the use of common metho-
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 the indicators concerning human capital and social issues; 
 the indicators related to the opportunities arising from the transition to 

a low-carbon economy and other climate change mitigation and/or ad-
aptation activities (e.g. revenues from low carbon products or R&D 
investments in circular economy production)12. 

 
The guidelines, in the last part, also provide a specific guidance (Annex 1) 

for banking and insurance industries containing explanations and recommen-
dations on:  

 business model;  
 policies and due diligence processes;  
 outcomes;  
 risks and risk management;  
 specific KPIs. 
 
In this perspective, the EC therefore recommended further disclosure 

propositions for banks and insurance companies, in view of the particular 
perspective characterizing their core business. In other words, they should 
communicate specific information concerning, for instance, an investment, 
lending and insurance underwriting portfolio able to contribute to climate 
change mitigation and adaptation, as well as any other corporate behavior, in 
relation to this topic.  

 
 

3. Concluding remarks 
 

On June 2019, the EC released non-binding guidelines on corporate re-
porting climate-related information, which provide recommendations to im-
prove quality, relevance and comparability of non-financial disclosure. 

In particular, such new guidelines allow to give a better information re-
garding the effects of climate change on companies as well as how their ac-
tivities could either affect the climate or increase awareness and understand-
ing of climate-related risks and opportunities and their impact on govern-
ance, strategy and business model.   

 
dologies to measure GHG performance, on the basis of life cycle approach (organization and 
products environmental footprint). 
12 With reference to this topic, companies should consider, for instance, EU regulatory sources, 
such as the Circular Economy Package, the Energy Efficiency Directive, the Renewable Energy 
Directive, the EU Emission Trading Scheme or the Clean Transport Package (www.ec.eu-
ropa.eu/clima/policies/strategies/2050_en). 
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Along this line of reasoning, we proposed an overview on the critical as-
pects pertinent to the EC guidelines, in particular, with respect to how the 
new recommendations can facilitate the analysis of risk exposure and oppor-
tunities, their linkage with business strategies and if they can efficiently di-
rect capital to sustainable investments, generate more relevant information 
for data users and increase market transparency.  

In essence, some distinguished studies address the topic of climate change 
reporting, especially after the issue of the foregoing guidelines, in June 2019. 
To this end, an interesting work conducted by Financial Reporting Council 
(2019) provides examples of current practices adopted by major companies, 
representing useful (financial and non-financial) climate related disclosures 
mainly compliant with TCFD recommendations. Thanks to an example, the 
research highlighted companies:  

 display relevant metrics for business model, by describing the KPIs as 
well as the related targets and progress (Diageo Plc.);  

 provide forward-looking indicators and the quantification of a “cli-
mate-value-at-risk” metric (Axa Group);  

 describe how they assess carbon-footprint of their investments, and 
how they use this information (Aviva Plc.);  

 exhibit performance classified across different areas, with metrics 
compared on a five year time frame (Fresnillo Plc.);  

 show performance in a user-friendly manner, by exposing clear infor-
mation, comparing performance across time and describing metrics 
measurement methods and target-setting (UBS Group AG, DS Smith 
Plc., National Grid Plc.);  

 provide four years GHGs data, by also disclosing information over as-
surance process conducted by third-party (Go-Ahead Group Plc.). 

 
In sum, our overview on climate-related information, recommended by 

such Guidelines, allows to highlight the following crucial issues: 
 the usefulness of a complex set of indicators devoted to the generality 

of companies is  partially constrained given that, with reference to the 
issue of climate change risks, any entity has distinctive features, in 
terms of both the activity carried out and the geographical context into 
which it operates. From this point of view, the EU decision to consider 
the guidelines non-mandatory is certainly appreciable, leaving the sen-
sitivity of each company to opt for the nature and the extent of their 
own disclosure on climate-related information; 

 the presence of several different laws and regulatory sources on cli-
mate change reporting could create confusion and uncertainty for 
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companies and other economic players. Similarly, we observe an ef-
fective risk of overlapping/duplicating information required by differ-
ent regulatory sources. It would be highly desirable to issue a unique 
complex document, internationally recognized, containing an intro-
ductory section devoted to the generality of companies and a detailed 
section with specific disclosure requirements for companies exposed 
to climate change risks; 

 non-financial information related to climate change mostly imply a 
different time horizon compared to the financial disclosure. Therefore, 
we consider needful to deepen this critical issue to foster the value 
relevance and the coordination of climate-related information within 
the framework of mandatory reports composing the financial state-
ments;  

 future efforts have to be focused on the practical challenge to define 
endorsed methodologies able to translate, in a monetary view, the ef-
fects of companies’ climate-related behaviors and actions (Brunelli & 
Delvaille, 2020). 

 
At last, as suggested by the EC, some of the previous issues may be argu-

ably overcome by the adoption of the foregoing Guidelines to the reports 
focused on fiscal year 2019. The remarks collected in the current year there-
fore might stimulate the embracing of original and hitherto unseen routes.      
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Introduction 
 
Since 1992, with the Rio Earth Summit, the environmental issue is mov-

ing toward the concept of sustainability development, highlighting the fact 
that environmental, social and economic elements are actually indissoluble, 
and sustain the necessity to integrate those elements into the decision-making 
process. 

Local Governments (LGs) around the world are tasked with Local 
Agenda 21 (LA21), which summarizes the necessary actions to be taken, the 
stakeholders to be involved and the instruments to be used to strive for global 
sustainable development. Environmental Accounting (EA) practices may al-
low decision makers to take into consideration the environment and to im-
prove sustainability policies, however, they seem not to be completely inte-
grated in political practice even today. Research on Social and Environmen-
tal Accounting (SEA) in Public Sector Organizations (PSOs) is minimal 
(Ball and Grubnic, 2007; Gray, Adams and Owen, 2014; Grubnic, Thomson 
and Georgakopoulos, 2015), has been mainly normative (Farneti, 2011), and 
the link with strategic plans is considered marginal (Bebbington, 2007; Maz-
zara, Sangiorgi and Siboni, 2010). 

Therefore, considering the high relevance of the topic, on one hand, and 
the still peripheral effort of researchers interested in themes like SEA on the 
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other, in this article, through a comparative case study, the aim is to answer 
to the following Research Question (RQ):  

 
RQ: What are the CSR drivers/inhibitors of EA practices in municipalities? 
 

More specifically, the research goal is to identify the critical factors of 
EA practices, allowing for the exploration of the reasons why some public 
local administration choose to elaborate Environmental Report (ER) foster-
ing the understanding of the logic underlying their policies.  

The paper is structured as follows: section 1 provides an insight into the 
meaning of EA, with a subsection devoted to the ER in the Italian context. 
Section 2 discusses the research method applied and describes the case stud-
ies that have been studied. Section 3 shows and describes the results of the 
analysis. Section 4 is devoted to implications while section 6 deals with con-
clusions, outlining the limitations of the study and the insights for future re-
search. 

 
 

1. Theoretical background 
 
1.1. Environmental accounting 
 

In recent years, the commitment to Corporate Social Responsibility 
(CSR) has been gaining momentum worldwide (Visser, 2008; Jamali and 
Karam, 2018; Crane, Matten and Spence, 2019). In the last decades, addi-
tional evidence is being requested to LGs on their sustainability and devel-
opment (Alcaraz-Quiles, Navarro-Galera and Ortiz-Rodriguez, 2015; Rodri-
guez Bolivar et al., 2016). Within the scope of CSR, one of the most debated 
key domains, dating back to the 1970s, is the environmental one when busi-
ness managers interest increased and therefore realized that the association 
with the EA may have been effective in improving the efficiency of the en-
tity’s management by: identifying and reducing costs, prioritizing environ-
mental actions (Bracci and Tallaki, 2013), directing the process of establish-
ing prices for products, increasing the client’s value, making investment de-
cisions with consequences in the long term and assessing the eco-efficiency 
and/or sustainability of the entity’s activities (Bennet and James, 1997).  

The term EA has many meanings and uses and to date there is no gener-
ally accepted definition describing the concept of EA (Bennett and James, 
2017; Deegan, 2017; Schaltegger and Burritt, 2017).  
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Steele and Powell (2002) define EA as the identification, allocation and 
analysis of material flows and of environmental cash-flows, in order to pro-
vide insight into environmental impacts and into the associated financial con-
sequences. 

In Ienciu’s opinion (2009), EA records, analyzes and reports the financial 
impacts caused by the environment, as well as the environmental impacts/is-
sues of an economic system, in order to provide users with a clear and com-
plete picture of the environmental performance of that economic system 
(Stanciu, Joldos and Stanciu, 2011).  

Gray, Bebbington and Walters (1993) define environmental accounting 
as a management tool addressing all areas of accounting that may be affected 
by the response of business organizations to environmental issues, including 
the new area of eco-accounting. Environmental accounting identifies 
measures that promote sustainable environmental management (Sendroiu 
and Roman, 2007). 

Accordingly, this paper considers the concept of environmental account-
ing as a set of tools for identifying and measuring environmental costs and 
benefits in order to ensure an adequate environmental performance infor-
mation use (Evangelinos, Nikolaou and Leal Filho, 2015; Garcia-Torea, Lar-
rinaga and Luque-Vìlchez, 2019; Patten and Shin 2019). To this end, the re-
lated information should be used not just for controlling and self-checking 
purposes, but also for supporting the organization decision-making (Arafat, 
Warrokka and Dewi, 2012). However, political use of performance data is 
multifaceted (Behn, 2003; Van Dooren, Bouckaert and Halligan, 2010), af-
fected by political ideology and negative bias ratcheting greater attention to 
conditions when performance falls below some aspirational benchmarks 
(Moynihan, 2016; Del Baldo and Aureli, 2017). 

So, each environmental accounting tool differs according to the underly-
ing environmental political vision and the contextual circumstances (Gio-
vanelli, Coizet and Di Bella, 2005). 

In this regard, it is possible to categorize environmental accounting tools 
in terms of: political purpose, policy orientation and environmental perspec-
tive (see table 1). 

This classification follows what Giovanelli, Coizet and Di Bella have de-
fined with the name of “three generations of environmental policies”, defin-
ing these groups, in order, one as the evolution of the previous (both in terms 
of timing but especially in terms of concept).  

In other words, the “Participation and Reporting Group” (also called 
“third generation”) embraces the sustainability concept at 360° (environ-
ment, economy and society) by going beyond the concept of sectorial 
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policies (Group 1, “Indicator Group” and 2, “Management Resource 
Group”), and moving toward a complete integration of the environment into 
politics. Specifically, the first group considers the environment as a close 
system that needs to be protected by legislative intervention and it refers to 
specific indicators (e.g. European Common Indicators, Ecological Footprint 
and Urban Ecosystem). The second considers the relationship between the 
environment and the economic development, employing also voluntary in-
tervention tools which function as “Plan-Do-Check-Act” (e.g. ISO 14001, 
EMAS II and Green Purchases). The third, which is the focus of the paper, 
can be referred to social and environmental reports, which generally contain 
an assessment of LGs (financial and non-financial) performance in terms of 
both internal management and external impacts of their activities and poli-
cies. Social Report (SR) mainly seeks to ‘legitimize’ its activities and to meet 
society’s expectation. While ER should represent a document to communi-
cate environmental performance to external stakeholders but especially to 
provide useful insights for the decision-making process. 

 
Tab. 1 – Tools for environmental policies 

Group Political purpose Policy orientation Environmental perspective 

Indicator Group Descriptive documents for command 
and control purposes. 

Environmental sec-
tor 

Natural resources 

Management Re-
source Group 

Managerial and analytical documents 
for command, control and self-check 
purposes. 

Multisector Interaction between natural 
resources and human activi-
ties. 

Participation and 
Reporting Group 

Managerial, analytical and strategic 
documents. 

Full integration of 
environment into 
politics 

Set of all available resources 

 
However, this route is rather complex, and the most feasible action is the 

bottom-up approach, because LGs, through their territorial policies, can play 
the role of “laboratory” producing innovative and concrete experience (Coi-
zet, 2005 p. 31).  

 
 

1.1.1. Environmental reporting in Italy 
 

Environmental reporting is the process by which private or PSOs elabo-
rate a document, known as environmental report (ER), with the purpose to 
show and describe its environmental commitment (Welford, 2016). Through 
this document, the organization not only publicly describes its environmental 
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engagement, but also assesses and analyzes their actual and potential envi-
ronmental performance, policies, practices and future direction (Azzone et 
al., 1997; Schaltegger, Burritt and Petersen, 2017). 

Summing up, organizations use ER to pursue a twofold objective (Wheeler 
and Elkington, 2001): on one hand, it communicates and reports internal and 
external transparency and, on the other, it considers the environment as a cross-
sectorial and strategic issue of the whole planning process (Capurro, 2019). 
Thus, the ER is a voluntary information document, which describes all the 
main relationships between organization and environment (Buhr, 2002). Like 
Social Report, the ER is aimed not only at key decision makers – which in a 
public sector are managers and politicians – but also at companies and their 
associations, citizens and organizations (charities, environmental associations, 
etc.) (Plumlee et al., 2015; Braam et al., 2016) – but unlike the former, it deals 
with a specific part of the organization’s activity, completely focused on the 
environmental sphere (Rega and Baldizzone, 2015; Epstein, 2018).  

With regard to LGs, following the European legislation, Italy has given a 
great contribution to the development of ER, both from the scientific and the 
political points of view. 

In 1997, the first Decree on EA for municipalities, provinces, regions and 
state has been presented in Parliament, without precedents in Europe, under-
signed by all parliamentary groups and approved by the Senate only, in 1999. 
Even if the Decree has never been approved, it enlivened the debate and the 
experimentation on ER at every government level, especially at the local one 
(municipality, province and region). Thus, the impulse coming from the in-
ternational and national context has turned into a movement coming from 
LGs. The fundamental steps of this bottom-up movement have fostered the 
creation of the national LA21, five years after the creation of the European 
LA21(1994), which objectives and strategic guidelines are to promote na-
tional LA21 and to facilitate cooperation. 

As aforementioned, at the end of the ‘90s LGs started to include the ER 
as well as the traditional budgetary accounting system, as established by the 
“Giovanelli Decree”.  

In 2003, the Clear-Life manual, acronym of "City and Local Environmental 
Accounting and Reporting", developed by 18 authorities with the collaboration 
of Les Eco Maires, was published to be a model for LGs to build ER. It is an 
internal instrument that offers support for the activities of sustainable environ-
mental management (Bratti A., 2003) and it is characterized by: its inter-sectorial 
nature; its structure made of material flows and of environmental cash-flows and 
its political rather than administrative nature (Giovanelli, Coizet and Di Bella, 
2005). 
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2. The analysis 
 

According to what is stated in the previous section, this analysis seeks to 
highlight whether and how a specific innovation, as the Clear-Life method, 
has fostered the ER adoption. 

In order to reach the research goal, a multiple case study approach was 
followed, since it allows for analyzing complex phenomena and situations 
(Fiorentino et al., 2016; Lamboglia et al., 2018), offering the opportunity to 
identify possible differences and similarities among the cases taken into ac-
count (Lambert and Sponem, 2012), therefore reducing the risk of making 
considerations based on results affected by uncontrollable factors (e.g. casu-
alty, coincidences, etc.). In other words, the choice to resort to a multiple 
case study is due to the need to attribute scientific rigor by ensuring higher 
reliability to the discussion (Stake, 1995; Corcoran et al., 2004). Over time, 
many other authors employed that research method to reach their own re-
search goals and, to date, in the accounting literature it is possible to trace a 
large number of scientific contributions that recommend its use (Becker, 
2014; Del Bene and Ceccarelli, 2016; Doni et al., 2019). 

To this end, the first activity carried out was aimed at selecting a method 
used by more than one municipality to draft their ER. In this regard, among 
all available alternatives (as reported in table 1), the attention was paid to 
Clear-Life since it takes shape as a complete and structured methodology 
(Bartocci and Picciaia, 2013) that involves many actors for its preparation – 
such as the Executive Committee, the Council and even the Mayor –, which 
copes with sustainability and development in a wider perspective, taking into 
account transparency, citizens’ awareness, accountability and LG commit-
ment (Borriello, 2013). In doing that, the decision-making process underly-
ing the implementation of the Clear-Life method is rather complex, since it 
implies a series of integrated actions according to a bottom-up approach. 
Clear-Life emerged as a largely tested method, used for about 16 years by 
various Italian public administrations, from North to South (Di Palma, Fal-
citelli and Femia, 2005). In particular, it was introduced thanks to the com-
mitment of a working group of 18 Partners (municipal and provincial admin-
istrations), coordinated by the joint action of the Emilia-Romagna region and 
the international association Les Eco Maires – which includes about 600 mu-
nicipalities adopting sustainable policies –, as part of an European project 
co-funded by Life Environment (Dalmazzone and La Notte, 2009). 

Tab. 2 shows the municipal and provincial administrations – reported in 
alphabetical order – originally involved in the process of drawing up the ER, 
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according to the scheme of the Clear-Life method. Currently, some of those 
administrations no longer elaborate the ER. 

In order to achieve the research objective and, therefore, to provide em-
pirical evidence of the reasons that lead public local administrations to draw 
up the ER, it was decided to give relevance to two municipalities, selecting 
both a fulfilling and a defective administration. 

The choice fell on the municipalities of Reggio Emilia (fulfilling) and 
Grosseto (defective), also due to the actual feasibility of the analysis, considering 
that it was not possible to establish a direct contact with the accounting depart-
ment managers of all the local public administrations previously identified. 

 
Tab. 2 – Local public administrations originally involved in the Life Environment project 

Local Public Administrations 

Municipality of Bergeggi Municipality of Rovigo  

Municipality of Castelnovo ne’ Monti Municipality of Salsomaggiore  

Municipality of Cavriago Municipality of Varese Ligure  

Municipality of Ferrara Province of Bologna 

Municipality of Grosseto  Province of Ferrara 

Municipality of Modena  Province of Modena 

Municipality of Pavia  Province of Napoli 

Municipality of Ravenna  Province of Reggio Emilia 

Municipality of Reggio Emilia Province of Torino 

 
Tab. 3 shows some data relating to the sample under investigation: 
 

Tab. 3 – The municipalities investigated 

Data 
Municipality 

Reggio Emilia Grosseto 

Location North-East Italy Central Italy 

Region Emilia Romagna Tuscany 

Area 230.66 km2 473.55 km2 

Citizens 171,999 82,353 

Population density 745.68 cit./km2 173.91 cit./km2 

 
The analysis was performed by administering semi-structured interviews, 

designed by taking into account the motives characterizing the choice of 
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continuity made by the two municipalities which, after a long time, are con-
tinuing (Reggio Emilia) or have stopped (Grosseto) drawing up the environ-
mental report according to the Clear methodology. The use of semi-struc-
tured interviews, rather than open, is justified by the consideration that, alt-
hough there is a fixed trace, the development of the interview may vary ac-
cording to the interviewees’ answers (Horton, Macve and Struyven, 2004). 
In fact, administering semi-structured interviews, the interviewer cannot ad-
dress issues extraneous to the track but, unlike what happens with structured 
interviews, he/she can develop some sub-topics that spontaneously arise and 
that could be useful for understanding the phenomenon investigated. 

The interviews were designed by identifying three sections: a) EA and 
local resources; b) EA and connection with local stakeholders and commu-
nity; c) EA and reporting issue.  

The interviews, administered to the accounting office managers of the two 
municipalities, lasted differently: 60 minutes for the municipality of Reggio 
Emilia and 45 minutes for the municipality of Grosseto.  
 
 
3. Results and discussion 
 

The findings emerged from the survey show that the decision to elaborate 
the ER is linked to the joint consideration of a series of critical factors that 
are not always controllable. In this regard, as claimed by the head of the ac-
counting and budget department of the municipality of Reggio Emilia, «[…] 
The most concrete impulse to the process that over the years led the munici-
pal administration to prepare the ER is represented by the co-financing re-
ceived from the European Commission», which, with just less than two mil-
lion euros, covered 50% of the start-up and development costs through funds 
allocated to implement the Life-Environment program. «Probably, without 
an economic support, no municipal administration would have begun to draw 
up the ER, […] especially given the scarcity of human resources available». 

The considerable simplicity of the Clear-Life methodology emerged as a 
further stimulus for the ER. In this regard, «the structure subdivided into ten 
areas of competence, clearly delineated, made it possible to reduce the re-
sistance to change of those who started working on the ER. Although, to date, 
there is no binding regulation regarding the ER for municipalities, the appli-
cation of the Clear-Life method does not involve uncertainties or concerns 
regarding the analysis of environmental issues. In this perspective, the ER 
summarizes and systematizes the environmental policies adopted or to be 
adopted in a single document». Moreover, the underlying logic, which im-
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plies the transition from counting to accounting and from accounting to re-
porting, helps the administration to abandon an approach based exclusively 
on the quantity of resources to embrace «[…] a reporting-oriented culture, 
more focused on the accountability towards community, […] in terms of ef-
ficiency and effectiveness of the political-administrative action in the field 
of sustainability».  

This statement is in line with what was highlighted by Schaltegger and Bur-
ritt (2017), according to whom stakeholder involvement is a fundamental step 
for the effective achievement of economic, social and environmental objec-
tives. Consistently, Bennett and James (2017) argue that stakeholders are the 
main players in the network of open relationships that every administration 
should properly create and preserve over time, in order to adapt environmental 
policies to the evolution of the needs and expectations of the administered 
community. In line with this consideration, Russell, Milne and Dey (2017) de-
fine ER as a powerful means of communication for public administration able 
to favor the exchange of ideas and information of an environmental nature, 
capable of positively impacting the climate of trust that the community places 
in policymakers (Fogarassy et al., 2018). Thus, «environmental accounting 
emerges as a means of linking administration and citizens, […] capable of fa-
voring their mutual rapprochement […] as well as the enhancement of territory 
[…] and its resources, not only under an environmental profile».  

In addition, the results emerged from the survey allow considering the ER 
as the viaticum for the continuity of the administrative action: «year after 
year, through final report and preventive programmatic lines, the governance 
process is enriched with elements compatible with the ultimate aim of cata-
lyzing the policies, strategies and actions of the local administration towards 
a concept of wide-ranging and three-dimensional sustainability, […] includ-
ing aspects related to environment, economy and society. The drafting of the 
ER, in the sense of satellite report of the financial statements, pursues the 
political foresight of local administrations». 

Although it is not scientifically perfect, the ER leads the administration 
to deepen environmental issues and evaluate the relative data to generate sig-
nificant information for municipal council. In doing so, «positive aspects and 
negative circumstances are dealt with data in hand, offering to the admin-
istration the opportunity to understand the resources to be exploited and the 
corrective actions to be undertaken to solve not only environmental but also 
economic and social problems […]».This view appears to be consistent with 
the idea of Othman, Nath and Laswad (2018), who define the activities of 
identification, classification and use of resources as the most delicate and 
significant aspects of the entire process of preparation, approval and publi-
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cation of environmental report. Likewise, Hein et al. (2016) argue that, in 
order to create a shared value able to bring benefits to all parties involved in 
public life, environmental sustainability in its triple meaning has to be in-
spired by the acquisition of greater awareness about the availability of natural 
resources, often difficult to find and regenerate. In this regard, Sabaté, Har-
watt and Soret (2016) argue that through the publication of the ER, local 
public administrations can improve the process of monitoring and manage-
ment of resources and, consequently, stimulate the improvement of their ac-
countability in the eyes of citizens.  

«[…] Preparing ER means offering a not only a technical contribution but 
providing a concrete support to the decision-making process of the LG, […] 
capable of improving the inefficiencies of the implemented policies and cor-
recting the trajectory of future development according to a logic of continu-
ous improvement in the conditions of environmental, economic and social 
sustainability». 

In the experience of the Municipality of Reggio Emilia, therefore, «the 
ER – prepared according to the Clear-Life method – offers a 360° vision, 
«[…] allowing to overcome the limits of other very common reporting tools, 
such as, for example, the SR, drawn up occasionally, without a uniform ap-
proach and, above all, traditionally characterized by the attempt to emphasize 
only the positive aspects, leaving shortages and problems of various kinds». 
On the contrary, as recognized by the financial office manager of both mu-
nicipalities – Reggio Emilia and Grosseto –, the ER, while not guaranteeing 
the identification of always practicable solutions, implies the need to con-
structively discuss environmental issues, preventing the less positive aspects 
from being covered up». 

Although over the years the guiding principles of environmental account-
ing have been being characterized by a growing level of effectiveness and 
efficiency, according to the finance office manager of the municipality of 
Grosseto «... the drafting of the ER requires, in any case, a long time span – 
for reporting, identification of problems, the proposal of solutions in the pre-
ventive report for the following year, the adoption of improvements or cor-
rective actions, the evaluation of the results generated by the actions carried 
out, and so forth – , […] incompatible with the 5-year term of legislature».  

Another decisive deterrent to the adoption of the ER seems to be «[…] the 
lack of a direct connection with the civil budget, […] which prevents the cre-
ation of a useful connection with the final data and with the future planning of 
the local authority, […] inhibiting the thematic coverage of all the skills and 
areas of activity». In this regard, the case study focused on the experience of 
the municipality of Grosseto highlighted that, «while acknowledging the ER 
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as the main tool for disseminating the culture of accountability and the trans-
parency of environmental policies adopted by local public administrations, it 
is neither obvious nor easy to provide for its drafting, […] also due to the lack 
of a codified external evaluation tool of the entire process». The considerations 
reported so far add to the empirical evidences that underline the difficulties 
and the issues that local public administrations encounter in drawing up the 
environmental reports (Schaltegger and Burritt, 2017). 

 
 

4. Work implications and conclusions 
 

The analysis contributes to the enrichment of CSR literature, with the fo-
cus on environmental accounting and environmental reporting, through an 
analysis that brings to light some of the factors that stimulate or inhibit the 
municipal administrations to the acquisition of a more mature awareness 
about the importance of adopting sustainable practices in the implementation 
of budgetary policies. In this regard, it is worth highlighting how, based on 
the results arising from the analysis of the responses to the interviews, the 
paper offers some insights to practitioners through the development of a con-
ceptual model that summarizes the critical factors of incentives/disincen-
tives. LGs decide whether to adopt policies aimed at enhancing the benefits 
deriving from the elaboration of the ER (see Fig. 1). 

 
Fig. 1 – Theoretical model for stimulating the process conducting to the ER. Source: Authors’ 
elaboration 
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Based on the theoretical model represented above, the work takes shape 
as an empirical contribution in the scientific debate dedicated to CSR and, 
more in detail, to the subject of environmental accounting, identifying some 
of the most important factors stimulating/ inhibiting municipalities to draw 
up ER: availability/unavailability of economic resources, simplicity/com-
plexity of structure, continuity/discontinuity of administrative action, sus-
tainable/ unsustainable governance, legally-binding/optional regulation, and 
presence/absence of link to the financial statements. 

The preparation of an ER represents a choice that is not limited to pursu-
ing the protection of environment in a broad sense. 

This is a wide-ranging approach that allows the local public administra-
tion to concretely address the debate that fuels the decision-making process 
towards a vision devoted to a more attentive CSR and sustainability in its 
triple meaning (social, environmental and economic). This consideration 
suggests that ER - regardless of the methodology used for its preparation - 
should represent not only a technical tool for environmental information but 
also - and above all – a political means characterizing the whole decision-
making process of local public administrations.  

It should give rise to a process that starts with the definition of the insti-
tution's policies, with the measurement of the indicators (preferably, both 
monetary and physical ones), continues with highlighting the results 
achieved in institutional locations and, finally, integrates the observations to 
adequately update policies and decline future development trajectories. 

Beyond the theoretical and practical implications potentially deriving 
from the work, it is worth underlining that the analysis presents a limit be-
cause it does not offer universally valid answers, i.e. solution applicable in 
any context. This limit is basically due to the choice of a small sample of 
analysis, consisting of only two Italian municipalities. 

Based on this limitation, further analysis is required as the next step for 
providing more robust empirical evidence about those factors that encourage 
environmental account practices. This could stimulate scholars and practi-
tioners toward the acquisition of a complete awareness of the benefits deriv-
ing from the implementation of policies oriented to sustainability in its triple 
form. 
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10. CORPORATE SOCIAL RESPONSIBILITY  
AND FIRM PERFORMANCE: THE ROLE  

OF DISCLOSURE STRATEGIES 
 

by Sara De Masi*, Marcello Sartarelli**, Alessandro Tampieri* 

 
 
 
 
 

Introduction 
 
In recent decades, an increasing number of companies have voluntarily 

integrated social and environmental policies into their business models. As 
a consequence Corporate Social Responsibility (CSR) has received a great 
deal of attention in the media. If you google social responsibility you obtain 
about 141 million hits. The media coverage describes firms’ investments i n  
CSR management practices, in production processes and also in actions 
to help the community know about their socially responsible activities. 
This growing attention to CSR is based on the reasoning that a stronger en-
gagement towards CSR enhances the relationships with stakeholders and, as 
a consequence, improves firm performance. In the economics and business 
literature, the concept of CSR and its effect on firm performance has a long 
tradition. Starting from Friedman (1970), there is a stream of research based 
on Friedman’s statement that argues that the managers’ only responsibility 
is to increase shareholders’ wealth (Carter et al., 2000; Chand, 2006; 
Frooman, 1997). Contrary to this view, Freeman (1994) states that managers 
have a fiduciary responsibility to all stakeholders and not just to shareholders 
and that the success of an organization depends on the firm ability to manage 
its relationships with key groups, such as shareholders and debtholders, cus-
tomers, employees, and even communities or societies (van Beurden and 
Gossling, 2008). The seminal work of Freeman anticipated later research on 
the link between corporate social responsibility and financial performance, 
suggesting a positive correlation between the two. Most of the previous 
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empirical studies question such relationship, proving mixed results (for the 
review on this relationship see Orlitzky et al., 2003; Marom 2006; van 
Beurden and Gossling, 2008; Crifo and Forget, 2012; Kong et al., 2019: Saha 
et al., 2019). There are some reasons for these inconclusive findings. One of 
the possible explanations is that this relationship is not linear and there are 
channels through which CSR affects firm value. In this paper we propose an 
indirect link. In particular, we built on Bernett’s (2007) that argues that the 
impact of CSR on firm value depends on the ability of CSR to influence 
stakeholders in the firm. According to Crane et al. (2019), CSR activities are 
viewed as a way of gaining market recognition. This means that a stronger 
market recognition, which could come from the promotion and communica-
tion of CSR activities, contributes to a better corporate image and hence bet-
ter firm performance (Lee, 2008; Orlitzky, Schmid and Rynes, 2003).  

We build on that and we focus on the mediating role CSR firm commit-
ment that may explain the relationship between CSR and firm performance. 
Specifically, we study the effect of different levels of CSR disclosure on firm 
performance. Each level is a proxy of different levels of CSR commitment. 
We argue that a higher level of CSR disclosure activities, which means a 
stronger firm commitment to CSR, leads to higher firm performance. We 
use a rich longitudinal dataset on the largest firms in the following Euro-
pean companies: Belgium; Denmark; Finland; France; Germany; Greece; 
Ireland; Italy; Holland; Portugal; United Kingdom; Spain; Sweden and Swit-
zerland in the years 2003-2010. We estimate the effect by using pooled OLS 
and fixed effects regressions. To measure the firm commitment to CSR ac-
tivities, we use the levels of conformity of the CSR reports to the Global 
Reporting Initiative (GRI) guidelines. 

Our results document that the direct effect of making investments in CSR 
on firm performance is negative and statistically significant. However, when 
we focus on the mediating role of CSR commitment, we find that a high level 
of commitment and disclosure has a positive and significant effect on firm 
performance, whereas a low level of commitment and disclosure has a neg-
ative and significant effect. These results suggest that shareholders benefit 
from a higher disclosure and stronger firm commitment towards CSR activ-
ities.  

This paper contributes both to the theory and to the practice. Firstly, this 
research provides more nuanced insights on why CSR investments do not 
always lead to higher firm performance. We extend the literature, emphasiz-
ing the mediating role of CSR commitment and disclosure in understanding 
CSR-firm performance relationship. Second, this paper proposes as a meas-
ure of CSR, the levels of GRI disclose requirements. This approach favors 
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comparability between companies and between years, parameters that deter-
mine the relevance and useless of the CSR information (Garcia-Sanchez et 
al., 2014). 

The rest of the paper is structured as follows: the next section describes 
the literature review and develops the hypothesis. Then the econometric 
strategy and the data are described in the section 2. The results of the empir-
ical analysis are discussed in section 3 and section 4 concludes. 

 
 

1. Literature Review 
 
The link between CSR and business performance has been developed in 

several studies, and there are numerous surveys dedicated to this literature, 
including Gri and Mahon (1997), Margolis and Walsh (2003), Orlitzky et al. 
(2003), (2008), Portney Scholtens (2008), Van Beurden and Gossling (2008), 
Margolis et al. (2009), Crifo and Forget (2012, Marom (2006;) van Beurden 
and Gossling, (2008); Kong et al., (2019); Saha et al., (2019). Theoretical 
literature suggests arguments for and against a positive relationship between 
corporate social responsibility and corporate performance. Specifically, a so-
cially responsible firm might have worse results than a traditional company 
because it supports a higher labor costs (given the many benefits that reserve 
to employees), or prepares investments to reduce their environmental impact, 
or does not pursue profitable business opportunities when they do not con-
form to the corporate social policy. In other words, socially responsible com-
panies have more stringent constraints in their choices. On the other hand, 
socially responsible companies could obtain better results because they are 
able to attract better human capital, most workers involved in the mission of 
the enterprise, thus increasing their productivity (Becchetti et al. 2004), to 
establish a more robust supply chain, avoid disputes with local communities, 
and engage in more innovation precisely because of the major constraints in 
behaviour. Manufacturers are also aware of the existence of consumers who 
do not choose their products only on the basis of price and quality, but also 
on the basis of social and environmental value embedded in the product itself 
(Becchetti and Rosati, 2007), and indirectly are prompting companies to con-
sider social responsibility in its objectives (Adriani and Becchetti, 2004). The 
empirical debate to determine whether the link between CSR and firm per-
formance really exists is still ingoing. Problems that have been highlighted 
in previous analyses are omitted variables among those that determine profits 
(McWilliams and Siegel, 2000), incorrect specification of the model and en-
dogeneity (Garcia-Castro et al., 2010), limited data (Horvathova, 2010), 
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invalidity of cross section analysis in the presence of a significant heteroge-
neity between companies (Easterbrook and Paton, 2005), linearity hypothe-
sis (Barnett and Salomon, 2006) and a wide diversity of measures to deter-
mine business performance (Margolis and Walsh, 2003). More recent studies 
have tried to overcome some of these problems. For example, Iwata and 
Okada (2011) consider the effects of two different environmental effects 
(waste and emissions of harmful gases) on corporate performance using 
panel data on Japanese manufacturing companies for the years 2004 to 2008. 
They show that the effects on corporate performance are different depending 
on the impact on the environment. In relation to different measures of corpo-
rate performance, Delmas and Nairn-Birch (2010) show that environmental 
performance data from pollutant emissions, has a positive effect on corporate 
performance when accounting profitability measures (such as those used in 
this study) are used, but has a negative effect on the profitability of market 
measures (such as Tobin’s Q). Mar Miralles et al. (2019) study environmen-
tal, social, and governance (ESG) performance of commercial listed banks, 
showing different results of the three ESG pillars. 

 Beside this rich empirical literature, little attention has been paid toward 
exploring the channels through which CSR impact firm performance with a 
few exceptions (Anser, Zhang, and Kanwal, 2018; Harjoto and Laksmana; 
2018; Hasan, Kobeissi, Liu, and Wang, 2018; Naseem et al 2019). Previous 
studies suggested some mediating variables such as productivity (Hasan et 
al., 2018), consumers’ awareness (Servaes and Tamayo, 2013; Wagner, 
2011), corporate risk-taking (Harioto et al., 2018) and enterprise risk man-
agement (Naasem et al., 2019). 

In this study we try to overcome some of the difficulties, using the medi-
ating role of CSR commitment and disclosure for a large panel data sample. 
Companies have different approaches to CSR which are reflected in how 
they manage their responsibilities towards stakeholders (Johnson et al., 
2011). Each approach relates to how the company communicates with its 
shareholders. The communication is driven by the degree of disclosure and 
transparency of CSR activities (Harte and Owen, 1992). Wartick (1992) doc-
uments that the view that people have about a company is related to its visi-
bility, which affects its reputation and corporate value. In this sense, CSR 
commitment and the disclosure of CSR activities may impact firm perfor-
mance. In an interesting research, Egginton et al. (2018) investigate the im-
pact of corporate social responsibility disclosure strategies on equity market 
liquidity. They find that firms with more transparent CSR disclosure strate-
gies have narrower spreads and exhibit improvements in common measures 
of equity market liquidity. The positive market reaction of higher CSR 
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disclosure suggests that shareholders positively value CSR activities. Del 
Mar Miralles-Quiros et al. (2017) study whether the sustainability disclosure 
influences the corporate value for investors. Using a sample of European 
listed firms, they find that the European market value positively companies 
that are seen as socially responsible. We go further and we test different lev-
els of CSR disclosure that are proxies of different firm commitments toward 
CSR. We posit that a high level of CSR disclosure increases the stakeholders’ 
awareness, such as consumers’ willingness to pay (Servaes and Tamayo 
2013), more robust supply chain and a higher productivity (Hasan 2018). 
These companies thus exhibit higher corporate performance. On the con-
trary, at low level of CSR disclosure firms have lower visibility and they do 
not exploit all the benefits associated to a high socially responsible behavior. 

On the basis of the above discussion, we develop the following hypothe-
sis: 
Hypothesis 1: A high level of CSR disclosure leads to higher firm perfor-
mance 
Hypothesis 2: A low level of CSR disclosure leads to lower firm performance 

 
 

2. Research Methodology 
 
In this section we firstly describe the data collection and the sample 

that we use in the empirical analysis. Then, we discuss the econometric 
strategy that we adopt to obtain clean estimates of the CSR-firm performance 
relationship. 

 
 

2.1. Data collection and Sample 
 
In this study we employ two types of relevant information: 1) social re-

sponsibility data based on the companies sustainability reports and 2) ac-
counting data based on the financial annual reports. Accounting data origi-
nate from the database AMADEUS. Amadeus collects financial data of 11 
million public and private firms in 41 European countries. It also contains 
financial indexes and details about the sector of activity and ownership. Data 
about firm investments in CSR are collected by the GRI (Global Report-
ing Initiative, 2013). GRI was created to help organizations to provide in-
formation about their CSR activities, as well as to assist stakeholders to in-
terpreting it (del Mar Miralles-Quiros et al., 2017). GRI is a non-profit or-
ganization that promotes economic sustainability and has developed over 
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the last decade sustainability reporting guidelines and standards. These 
guidelines are used by more than 4000 organizations in 60 countries both in 
the public and private sectors (GRI, 2013). The number of companies that 
decides to adopt such criteria has increased over time, mostly among Europe. 
This is also due to the European Union recommendations as well as the na-
tional legislations (see Green Paper 2001; 2002; 2008; 2012) that have been 
recently introduced. We select data on Western European companies of the 
following countries: Belgium; Denmark; Finland; France; Germany; Greece; 
Ireland; Italy; Holland; Portugal; United Kingdom; Spain; Sweden and Swit-
zerland. We focus on the years 2003-2010. We stop at 2010 since recent 
studies highlight the effect of financial crisis on the CSR investments that 
may influence CSR and corporate performance relationship (del Mar Mi-
ralles-Quiros et al., 2017; Kong et al., 2019). In our sample we restrict our 
attention to the largest firms whose sales were greater than 1 million euros 
in the years 2003-2010. Our final sample has 590 firms which are observed 
over eight years and only about 5% of them are observed for less than three 
years in the panel.  

 
 

2.2. Variables 
 
To analyze the relationship between CSR and firm performance we use 

as dependent variable ROE (Return on Equity) and ROA (Return on Assets). 
ROE is the ratio between earnings and shareholders’ equity. It is a proxy of 
firm performance and measure how much shareholders gain from their in-
vestments in the firm. ROA is calculated as earnings before interest, taxes, 
depreciation and amortization (Ebitda) over all assets and measure how effi-
cient a company is using its assets to generate earnings. In order to calculate 
firms’ investments in CSR previous research has used the list of socially 
responsible companies provided by GRI (del Mar Miralles-Quiros et al., 
2014; Naasem et al., 2019).  

Our approach improves on previous proxies of CSR activities by includ-
ing the requirements to disclose a minimum number of indicators, in accord-
ance with the application levels of GRI. Specifically, we use two sets of 
indicators. The first is a dummy that is equal to one if a firm invested 
in CSR in a year and 0 otherwise. The second measure consists of three 
different levels of CSR investments that proxy three different levels of com-
mitment and disclosure towards CSR activities. Achieving GRI level C con-
sists in achieving minimum standards which include the disclosure of 10 
performance indicators from a large list of indicators measuring economic, 
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environmental and social performances. It means that the firm commitment 
to CSR is just visible. Achieving level B requires achieving level C, disclos-
ing 10 additional performance indicators and also adding details about the 
approach which the management adopted in each indicator category. This 
means that the CSR commitment has increased and the management has a 
CSR approach when it takes corporate decisions. Finally, achieving level A 
requires achieving levels C and B and, in addition, providing more detailed 
information on each indicator which is reported in level B along with 
reasons for not reporting on certain indicators. This level shows a high 
commitment to CSR: all decisions and behaviors are guided by CSR princi-
ples. In the empirical analysis we capture the effect of achieving each level 
by using three dummies, minimum CSR commitment and disclosure if a firm 
achieves GRI level C, mid CSR commitment and disclosure if it achieves 
level B and high CSR commitment and disclosure if it achieves level A. We 
control for financial variables that may influence the shareholders’ returns. 
Specifically, we include loans, current and non-current liabilities and 
shareholders’ equity. These variables give the opportunity to measure the 
internal dimension of a company (Kong et al., 2019). We also include, 
as control variables, country, industries and year dummies. 

Table 1 shows the descriptive statistics of the variables.  
 
 

2.3. Econometric strategy 
 
We study the direct relationship between CSR and firm performance, es-

timating the following model: 
 

(1) FirmPerformance, t = β0+ β1 CSRjt +β2 CONTROL_VARIABLES jt + εjt, 

 

We go further and we study the effect of the level of CSR commitment 
and disclosure (measured as GRI dummy) on firm performance, analyzing 
the following model: 

 
(2) FirmPerformace, t = β0 + β1 GRIjt + β2 CONTROL_VARIABLES jt + εjt, 

 
We firstly estimate pooled OLS regressions by assuming that the error 

term εit is uncorrelated with the regressors, i.e. that unobserved information 
about firms is uncorrelated w i t h  the information contained in the regres-
sors since it is the sum of a constant and an i.i.d. error term eit .  
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Table 1 – Descriptive statistic 

 Mean Std. dev. Min Max Obs. 

ROA 5.555 6.326 -64.650 62.200 3,674 

Between  5.644 -19.840 55.870 616 

Within  4.146 -40.469 54.300 5.964 

ROE 17.217 42.199 -343.060 988.370 3,674 

Between  50.731 -199.560 940.400 616 

Within  28.351 -319.155 726.005 5.964 

CSR 0.181 0.385 0.000 1.000 3,674 

Between  0.296 0.000 1.000 616 

Within  0.235 -0.694 1.056 5.964 

Low GRI 0.014 0.118 0.000 1.000 3,674 

Between  0.071 0.000 0.667 616 

Within  0.100 -0.653 0.889 5.964 

Mid GRI 0.032 0.177 0.000 1.000 3,674 

Between  0.115 0.000 1.000 616 

Within  0.142 -0.768 0.907 5.964 

High GRI 0.047 0.212 0.000 1.000 3,674 

Between  0.133 0.000 1.000 616 

Within  0.162 -0.786 0.922 5.964 

Sharehoders equity 4,155,216.500 10,165,501 3,590 172,470,288 3,674 

Between  8,918,061 3,590 116,357,400 616 

Within  2,638,175.500 -20,850,908 60,268,100 5.964 

Long-term debt 2,692,588.250 6,291,252 1.000 58,814,000 3,674 

Between  5,292,549 1.000 41,544,124 616 

Within  2,314,349.500 -22,047,458 45,744,564 5.964 

Loans 840,995.813 2,700,528 3.000 44,773,000 3,674 

Between  2,240,120.250 3.000 27,185,376 616 

Within  931,011 -9,576,504 22,367,246 5.964 

Current liabilities 3,906,233.500 10,487,117 4,526 241,398,000 3,674 

Between  8,609,791 4,526 127,430,752 616 

Within  4,182,405.250 -111,161,520 117,873,480 5.964 

Non-current liabilities 4,650,652.500 11,600,100 397 159,591,008 3,674 

Between  9,949,246 678 120,243,376 616 

Within  3,523,786.500 -28,097,472 84,512,984 5.964 

No. employees 34,774.148 63,058.746 34 536,350 3,674 

Between  56,357.324 68 455,996.563 616 

Within  10,191.205 -57,405.602 182,312 5.964 

 
We then relax this assumption by letting the error term contain a firm-

specific and time-invariant term which may be correlated with observed 

Copyright © 2020 by FrancoAngeli s.r.l., Milano, Italy. ISBN 9788835103752



191 

information and which we purge by estimating fixed effects regressions. In 
the empirical analysis we also estimate random effects models which assume 
that firm-specific term is also i.i.d, and perform the Hausman test to assess 
whether this assumption holds empirically (Hausman, 1978). 

In all regressions we absorb year effects by adding year dummies and we 
also add country and sector dummies to purge these time-invariant effects in 
pooled OLS regressions. We increase the precision in the estimation of the 
standard errors by estimating robust ones in the pooled OLS regressions and 
by clustering them at the country and sector level to account for within coun-
try and within sector heterogeneity in fixed effects regressions. 

 
 

3. Results 
 

Table 2 shows estimates of the effect of investing in CSR on firm perfor-
mance.  

 
Table 2 – Effect of CSR investments on firm performance 

 ROE  ROA 

 Pooled OLS Fixed effect Pooled OLS Fixed effect 

CSR  0.000  -0.060∗∗  0.003  -0.007∗∗∗ 

  (0.012)  (0.024)  (0.002)  (0.003) 

ln (shareh. equity)     0.016∗∗∗ 0.016∗∗∗ 0.016∗∗∗ 0.016∗∗∗ 

     (0.002) (0.002) (0.005) (0.005) 

ln (non-curr. liab.) -0.015∗∗ -0.015∗∗ 0.005 0.005 -0.016∗∗∗ -0.016∗∗∗ -0.020∗∗∗ -0.020∗∗∗ 

 (0.007) (0.007) (0.021) (0.021) (0.001) (0.001) (0.003) (0.003) 

ln (curr. liab.) 0.023∗∗∗ 0.023∗∗∗ -0.004 -0.002     

 (0.008) (0.008) (0.035) (0.035)     

ln(loans) -0.006 -0.006 0.004 0.004 -0.004∗∗∗ -0.004∗∗∗ -0.005∗∗∗ -0.005∗∗∗ 

 (0.006) (0.006) (0.009) (0.009) (0.001) (0.001) (0.001) (0.001) 

ln (no. employees) 0.000 0.000 -0.069∗∗ -0.072∗∗ 0.005∗∗∗ 0.005∗∗∗ 0.007 0.007 

 (0.009) (0.009) (0.035) (0.035) (0.001) (0.001) (0.006) (0.006) 

Constant 0.051 0.051 0.710 0.704 0.031∗∗ 0.034∗∗ 0.077 0.077 

 (0.069) (0.072) (0.481) (0.478) (0.015) (0.015) (0.095) (0.094) 

Mean dep. var. 
No CSR 
 Obs.s 

 
 
3,674 

 
 
3,674 

0.175 
 

3,506 

 
 
3,506 

 
 

3,674 

 
 

3,674 

0.056 
 

3,506 

 
 
3,506 

Note: The table shows estimates on the returns on equity (ROE), on assets (ROA). CSR is a 
dummy equal to 1 if a firm made any investment in CSR and 0 otherwise (Global Reporting 
Initiative, 2013). Results are controlled for country and sectors. Standard errors are in paren-
theses. The significance levels are as follows: ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01.  
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We obtained them by using pooled OLS and fixed effect panel regressions 
after running the Hausman test and rejecting the null that the error terms are 
uncorrelated with the regressors. We find that the effect on ROE and ROA are 
negative and significant using fixed effect method. According to our hypothesis, 
this result may be driven by the levels of commitment and disclosure of CSR 
activities. 

Table 3 shows that a low level of CSR disclosure has still a negative and 
significant effect on ROE and ROA. However, the results reverse when we look 
at the high level of CSR disclosure. We find that a high commitment in CSR has 
a positive and significant although only in pooled OLS regressions. 
 
Table 3 – Effect of different levels of CSR disclosure activities on firm performance 

 ROE ROA 

 Pooled OLS  Fixed effect Pooled OLS  Fixed effect 

Low disclosure (GRI C) 0.018  -0.109∗∗ -0.009  -0.013∗ 

 (0.042)  (0.048) (0.007)  (0.007) 

Mid disclosure (GRI B ) -0.016  -0.026 0.001  0.004 

 (0.015)  (0.023) (0.005)  (0.006) 

High disclosure (GRI A ) 0.028∗  -0.030 0.015∗∗∗  -0.001 

 (0.017)  (0.029) (0.004)  (0.005) 

ln (shareh. equity)    0.016∗∗∗  0.019∗∗∗ 

    (0.002)  (0.006) 

ln (non-curr. liab.) -0.013∗  0.030 -0.016∗∗∗  -0.021∗∗∗ 

 (0.008)  (0.028) (0.002)  (0.005) 

ln (curr. liab.) 0.017∗∗  -0.013    

 (0.009)  (0.039)    

ln(loans) -0.009  0.003 -0.004∗∗∗  -0.005∗∗∗ 

 (0.006)  (0.013) (0.001)  (0.001) 

ln (no. employees) 0.003  -0.070 0.006∗∗∗  0.012 

 (0.010)  (0.045) (0.001)  (0.008) 

Obs.s 2,799  2,668 2,799  2,668 

Note: The table shows estimates on the returns on equity (ROE), on assets (ROA). Low dis-
closure (GRI C), mid (GRI B) and high (GRI A) are defined using the GRI definition (Global 
Reporting Initiative, 2013). The omitted category is no CSR investment. Results are controlled 
for country and sectors. Standard errors are in parentheses. The significance levels are as fol-
lows: ∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01. 
 

Our estimates offer empirical evidence to answer the question that we set out. 
Overall, companies that invest in CSR experience lower firm performance 
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compared to company that do not invest in CSR. However, the evidence on the 
different levels of commitment and disclosure of CSR offers additional infor-
mation to learn which investment level drives the overall results.  
 
 
4. Conclusions 

 
In this paper we studied the effect of CSR on shareholders’ returns by 

using rich longitudinal data on CSR investments and financial data and of 
the largest Western European companies. Specifically, we examine empiri-
cally whether different approaches to CSR and its disclosure influence firm 
performance. We found that companies that invest in CSR experience lower 
firm performance compared to companies that do not invest. 

We go further and we include the mediated effect of commitment and 
disclosure towards CSR. Our results show that the effect of a low commit-
ment and disclosure has a negative and significant effect on ROE and 
ROA.In this study, we contribute to the growing literature proving the link 
between CSR and firm performance by examining the management commit-
ment and the informational value of CSR disclosure for stakeholders. 

These findings have implications for managers when considering their 
attitude towards CSR activities and the related disclosure decisions; for 
shareholders and potential investors when making their investment deci-
sions; for policymakers when implementing new regulations about sustaina-
bility disclosure and CSR incentives. 

Extra future work can extend the paper in a number of directions. We plan 
to include stock market measures to evaluate the shareholders’ reactions to 
different commitments of CSR. This will help to obtain more precise esti-
mates about the relative effect of the CSR on shareholders’ wealth.  
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11. ECONOMIC AND CAPITAL STRUCTURE  
OF ITALIAN SOCIAL ENTERPRISES:  

RESULTS OF A MULTIZONAL QUANTITATIVE 
STUDY ON FINANCIAL STATEMENTS 

 
by Guido Migliaccio, Pietro Pavone 

 
 
 
 

Introduction and Purpose: Structure of the Essay 
 
The economy, despite its multi-faceted perspectives, is universally con-

sidered a social science. This is because the decisions of public and private 
companies have a direct impact on people and relationships between people. 
Even companies traditionally considered for profit, cannot exempt them-
selves from a responsible relationship with the external environment, which 
must also take priority over the legitimate aim of maximizing profit. Among 
the several national productive bodies, some of them have a particular atten-
tion to sociality, to face the different precariousness and vulnerability of the 
weakest people. They are part of the so-called “third sector” and have both 
the typical characteristics of public service companies and those of lucrative 
companies (Civitillo, 2016; Fici, 2018a and 2018b; Rivetti, 2017; Loffredo, 
2018). The social enterprise is among these. 

The bibliography can, not without difficulty, distinguish between ap-
proaches that highlight the social aspect (Borzaga et al., 2016; Borzaga et 
al., 2010; Pirni and Raffini, 2016; Scarlato, 2012; Gonzales, 2010), others 
focused on managerial problems (Yang et al., 2010; Sanchis-Palacio et al., 
2013; Meadows and Pike, 2010; Linzalone and Lerro, 2014; Bridgstock et 
al., 2010), or organizational (Hsieh et al., 2018; Nicolás-Martínez and Ru-
bio-Bañón, 2015; Sardi et al., 2019; Granados et al., 2017; Zamora, 2012; 
Smith et al., 2010) or, finally, capital and financial aspects. 

Obviously, the 2008-2009 crisis also had a significant impact on these 
companies, which faced increased levels of economic and social hardship, 
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often with less public funding due to the lack of state financial resources in 
times of crisis. 

This paper investigates profitability evolution and capital and financial 
structure of Italian social enterprises through the analysis of financial state-
ments, evaluating the ten-year trend of six indicators (Roe – Return on equity 
(%), Roi – Return on investments (%), Ros – Return on sales (%), financial 
independence index, current ratio and fixed assets coverage index (5)), on a 
national basis and compared to the three macro areas of the country: North, 
Central and Southern Italy. 

The main purpose is to verify the profitability evolution and the respect 
of the typical canons of balance-sheet equilibrium that absolutely must not 
be subordinated to the prevailing social objectives. 

The starting hypothesis (H1) is that the social enterprise must reach ade-
quate income results and, moreover, (H2) this enterprise must maintain an 
optimal relationship between assets and liabilities, despite its social intent, in 
order to pursue durability and autonomy. 

Consequently, the research questions are: 
RQ1: how did the profitability of Italian social enterprises evolve over the 

period considered (10 consecutive years: 2009-2018)? 
RQ2: what is the situation of capital and financial balance in the period? 
RQ3: are there substantial and significant differences in the capital and 

financial structure between Italian macro-areas? 
The study, after international literature review, shows some data on social 

enterprises in Italy.  
Subsequently, we describe the methodology of empirical research that 

makes use of the balance sheets of Italian social enterprises, distinguished by 
geographical area, regardless of the sector to which they belong. Then the 
trends of the three mentioned ratios are illustrated. 

Finally, the conclusions and possible future developments of the research 
are presented. 

 
 

1. Literature Review 
 
The “social enterprise” model is obviously affected by the legislation of 

a country. In fact, the civil and tax regulation has a significant impact on the 
management dynamics and consequently on the patrimonial, financial and 
economic income balances. 

All the considerations of non-Italian authors, therefore, should be ana-
lyzed considering spatial and temporal characteristics of their research. 
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The bibliography can be classified with regard to the prevailing aspect, 
considering that the social enterprise, due to its intrinsic nature, is easily sub-
ject to multidisciplinary evaluations. 

With reference to the Italian situation, the social benefits are highlighted 
by Borzaga et al. (2016) that show the advantages of collective participation 
for social enterprise emergence and growth. The contribution is on the same 
track as the previous study by Borzaga et al. (2010) testing the distributive 
effects of social enterprises. 

The social enterprise was also considered as an opportunity to face the 
problems of the international economic crisis, considering that it could be 
the protagonist of a sustainable development. In this sense Pirni and Raffini 
(2016): the hypothesis is that the social enterprise represents a proactive tool 
for generating responses to the crisis, promoting economic and social trajec-
tories of innovation and contributing to a sustainable development model. 
The authors specify, however, that the innovative character of the social en-
terprise does not merely arise from the externalization of social services from 
the public to the third sector, in order to reduce public expenditure. It is char-
acterized by a novel integration between solidarity and economic action, in 
entrepreneurial practices serving a social purpose. 

In Italy social enterprise can be the main instrument of new social assis-
tance policies (Scarlato, 2012). The author shows the importance of the so-
cial economy in the Italian regions regarding the welfare system and devel-
opment policies. Then, he indicates both the institutional dynamics that could 
strengthen social enterprise in Italy and the potential contribution of these 
enterprises to the economic and human development of the poorer southern 
regions. 

The typical values of the Italian social enterprise can logically approach 
those more ancient of the mutuality that for years have inspired the activity 
of the cooperative enterprise. This profile is analyzed by Gonzales (2010). 
He argues that this productive institution could face the two typical problems 
of the Italian reality: parochialism and clientelism. 

Particularly valuable are the observations of Thomas (2004), on the rise 
of social solidarity cooperatives in Italy, and of Mancino and Thomas (2005) 
who have outlined an Italian pattern of social enterprise, with specific refer-
ence to social cooperatives. 

Alongside these general studies, other suggestions can be drawn from an-
alyzes of social enterprises present in particular areas, such as health (Savio 
and Righetti, 1993; Millar, 2012; Fioritti et al., 2014). 

Among the managerial writings surely the contribution of Yang et al. 
(2010) is fundamental. The author faces the delicate balance between the 
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economic needs and the social aims of this type of enterprise. The study, in 
fact, focuses the management strategies and revenue management of social 
enterprises to clarify how social enterprises can create critical social value 
on one hand while increasing their market value on the other hand. 

However, it must be considered that the problems of mediation between 
social and managerial needs focus almost all the analyzes proposed by the 
best doctrine. It also characterizes the study by Sanchis-Palacio et al. (2013) 
which focuses the influence of the use of strategic tools in business perfor-
mance. It starts from the consideration that social enterprises are to be com-
petitive in the marketplace, they must use Strategic Management tools to im-
prove efficiency, while maintaining their effectiveness levels. it is shown the 
existence of a statistically significant relationship between the application of 
Strategic Management tools, more commonly found in for-profit organiza-
tions, and effectiveness and efficiency of social enterprise. 

The same principles inspire the paper by Meadows and Pike (2010) fo-
cused on performance management for social enterprises. The traditional 
economic and financial parameters proposed for profit enterprises, in fact, 
are obviously insufficient. Più utile potrebbe essere il Balanced Scorecard 
model. The peculiar aspects of the cooperative enterprise with a social ap-
proach, in Italy, are underlined by Linzalone and Lerro (2014). 

Bridgstock et al. (2010) propose the social enterprise as a privileged 
model for the application of the diversity management logic which is a phi-
losophy, alternative to the corporate organization, which aims to enhance the 
differences that characterize the employees of each institution. The social 
enterprise accentuates its organizational problems, deepened by other au-
thors. Among these, Hsieh et al. (2018) which proposes an attraction-selec-
tion-socialization model, suggesting that, to foster identification, social en-
terprises need to manage their hybrid organizational identities and embed the 
new common identity into members’ daily work through attraction, selec-
tion, and socialization processes. This recent focus follows a previous track 
by Nicolás-Martínez and Rubio-Bañón (2015) that focus on human resource 
management in social enterprise. It highlighted the need for workers to share 
the company’s social mission. Attention to the skills of employees of social 
enterprises is also the subject of the recent study by Sardi et al. (2019) which 
also highlights the need for a democratic and participatory approach in per-
formance management. 

All business organization scholars underline the importance of motivated 
employees who must work in fertile environment to develop satisfied and 
productive human capital. Granados et al. (2017) have developed a study on 
knowledge management in social enterprises. Zamora (2012) has also shown 
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that a learning climate also favors the assimilation of specialist accounting 
problems. Smith et al. (2010) built their research on social enterprises and 
the timing of conception, focusing on organizational identity tension, man-
agement and marketing. 

There are several contributions related to managerial sciences dedicated to 
the strategic and organizational peculiarities of social enterprises. Few, in-
stead, those dedicated to financial problems, above all of accounting and fi-
nancial statement derivation. Among them we cite the contribution of Fedele 
and Miniaci (2010) which, with reference to the case of social residential ser-
vices in Italy, tried to answer the question “Do social enterprises finance their 
investments differently from for-profit firms?”. 

The international literature, therefore, is substantially without quantitative 
studies based on the balance sheet analysis. This paper aims to be an example 
of an empirical survey on the patrimonial structure of social enterprises 
through data taken from the balance-sheets. 

An indication must be given to the Italian production, considering the ter-
ritorial origin of this research. In Italy, the legislation has considerably changed 
in recent years, also to reorganize the different figures that characterize the 
third sector. 

Therefore, it is not surprising that there is a wide production of interpreta-
tive and critical scientific contributions of the new legislation (Castaldi, 2018; 
Angeli and Cinque, 2018; Fici, 2018; Felicetti, 2018; Giustolisi, 2018; Brig-
anti, 2018; Mosco, 2018; Grumo, 2017; Di Stasio and Pasquini, 2017; Fazzi, 
2017; Rondinone, 2017).  

In them, however, useful reflections can also be found on the effects of the 
regulations on business management, considering that the law influences the or-
ganization of internal controls, reporting and the balance-sheet, the tax rate, etc. 

Also in the Italian bibliography some contributions highlight the political 
and social role of these companies (Bernardoni, 2017; Zandonai and Venturi, 
2017; Grieco, 2013) and others, instead, emphasize the reflection on man-
agement and governance (Tortia and Poledrini, 2018; Meo, 2017; Zandonai 
and Puccio, 2015; Ricci, 2015; Scagnelli and Corazza, 2014; Delledonne, 
2014; Benevolo and Gasparre, 2013). 

However, the studies that question the profile of the social enterprise and 
its persistence in the national productive panorama are prevalent (Marocchi, 
2016; Vecci, 2016; Bancone, 2016; Fontana, 2015; Manes, 2015; Fazzi, 
2014; Zandonai, 2014; Stringa, 2013; Mazzullo, 2013; Randazzo and Taffari, 
2013; Cannata, 2013; Scalvini, 2013). 

Even in Italy, however, empirical research on capital and financial balances 
drawn from the financial statements is not identified. Obviously this derives 
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from the predominantly social caliber that emerges above all from the social 
balance sheet (Grumo, 2017) and not from the classic financial reporting state-
ments. Further quantitative analyzes, like the one proposed here, integrate the 
knowledge of internal dynamics favoring the identification of possible prob-
lems that could hinder the durability of companies in the long term. 

 
 

2. Research 
 

2.1. Data collection and sample characteristics 
 
The study uses data downloaded from the AIDA database - Computerized 

Business Analysis (update 272, software version 103.00) of the company 
Bureau Van Dijk. The 558 companies of the sample, operating with different 
social assistance functions in Italy, are characterized by the expression “so-
cial enterprise” reported in their company name, as well as to have a turnover 
exceeding € 800,000. 

The empirical research covers the period 2009-2018. The subsequent 
elaborations refer to the national datum and to the three macro-areas that 
characterize Italy: North, Central and South.  

North includes the following regions: Valle d’Aosta, Piemonte, Liguria, 
Emilia-Romagna, Lombardia, Trentino-Alto Adige, Veneto and Friuli-Ve-
nezia Giulia. 

 Central Italy includes: Toscana, Umbria, Abruzzo, Marche and Lazio. 
The southern regions are: Campania, Molise, Puglia, Basilica, Sicilia and 

Sardegna.  
There are (fig. 1) 277 social enterprises located in northern Italy, 117 in 

Central Italy and 164 in the South.  
 

Fig. 1 – Data distribution by geographical macro-areas 
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Tab. 1 shows the high concentration of companies in Lombardy (109; 
19,5% of the sample). 

The region of Central Italy with the greatest presence of social enterprises 
is Tuscany (43, followed by Lazio with 37) while in the South Campania is 
highlighted (85 social realities: 15% of the sample). 

 
Tab. 1 – Data distribution by regions 

Region Observations Percentage (%) 

Lombardia 109 19,5% 

Piemonte 64 11,5% 

Veneto 41 7,3% 

Emilia-Romagna 25 4,5% 

Friuli-Venezia Giulia 17 3% 

Liguria 11 2% 

Trentino-Alto Adige 9 1,6% 

Valle d’Aosta 1 0,2% 

North 277 49,6% 

Toscana 43 7,7 % 

Lazio 37 6,7% 

Marche 17 3% 

Umbria 16 2,9% 

Abruzzo 4 0,7% 

Centre 117 21% 

Campania 85 15,3% 

Sicilia 29 5,2% 

Puglia 24 4,3% 

Basilicata 7 1,2% 

Molise 7 1,2% 

Calabria 6 1,1% 

Sardegna 6 1,1% 

South 164 29,4% 

Total Italy 558 100% 
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Size profile could be represented by the average number of employees 
that is almost constant over time: these are medium-large companies (tab. 2).  
 
Tab. 2 – Data distribution by number of employees 

Size category N. employees Percentage (%) 

Big > 50 34,6% 

Medium < 50 38,6% 

Small < 10 26,8% 

 
It is also noted that the sample cooperatives employ a number of people 

(on average more than 50) greater than the average number of employees 
(generally less than 50) employed by profit enterprises. This observation is 
in line with recent literature (Carini and Carpita 2014; Euricse, 2015; Carini 
and Borzaga, 2015; Costa and Carini, 2016) which highlights the greater em-
ployment protection of cooperatives even during the years of the second eco-
nomic recession that has affected the Italy. 

The prevailing legal form (fig. 2) is the S.r.l. (54,5% of the observations), 
while 35,3% are “S.c.a.r.l.” and “S.c.a.r.l.p.a.”, about 50% present in the 
North and ⅓ in the South. If social cooperatives are also considered, the sam-
ple is characterized by a substantial balance between cooperatives and profit 
enterprises. Other legal forms (foundations, associations, consortia, etc.) 
have only a residual value, therefore they are not the object of attention in 
the subsequent data processing. 

 
Fig. 2 – Data distribution according to the legal form 
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2.2. Method 
 

The sample is subjected to statistical processing to understand the patrimo-
nial and financial dynamics in the 2009-2018 period and to identify the differ-
ences between the different geographical areas of the country. 

Due to useful information not always available, the calculations are related 
to a lower number of data compared to the total number of companies in the 
sample. Considering all the data available for each variable (“columnwise” 
technique), an average of 165 observations are observed for the Roe, 117 for 
the Roi, 170 for the Ros, 179 for the financial independence index, 176 for the 
current ratio and 173 in relation to the fixed assets coverage index. 

Subsequently, the statistical analysis ANOVA is used to evaluate the vari-
ability within groups and between groups, starting from the average values of 
each index for each year (Strang, 1980; Quirk, 2012; Gu, 2013; Solari et al., 
2009; Ross and Willson, 2017; Liao and Li, 2018). The ANOVA test can ac-
cept the “zero hypothesis”, relative to equal means between the groups, or re-
ject it by verifying the existence of at least one average different from the oth-
ers. In this study, the “one-way ANOVA” technique is used, with the predic-
tion of a single independent variable (the geographical location) and of several 
dependent variables (the indexes), separately analyzed. The analysis of vari-
ance is completed with the Tukey Kramer test (Tukey, 1949; 1953; 1993; Kra-
mer, 1956; Benjamini and Braun, 2002), in order to identify exactly where the 
statistical differences highlighted by the ANOVA test are located. 

Finally, the average data are approximated with polynomials of n degree, 
of which we present the graphical representations that minimize the distances 
with respect to the average values. The new interpolating curves, derived from 
the original curves of the values trends, allow to display significant trends, im-
portant for useful forecasts on future data. 
 
 

3. Empirical findings 
 

3.1. Return on equity (%) 
 

Given the statutory purpose of not accumulating profits for the benefit of the 
priority objective of generating positive externalities for the community, the so-
cial enterprise operates with a structure of revenues and / or costs that traditional 
companies could not support. However, to maintain autonomy and durability 
without external contributions, every company, even the social type, must pur-
sue and achieve a positive income profile (Borgonovi, 2009).  

A first picture of the overall profitability of the social enterprises of the 
observed sample is provided by the return on equity (tab. 3 and fig. 3). 
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The analysis made it possible to find higher profitability values in the 
Center (on average 10,6 in the observed period) and in the South (9,9) com-
pared to the North of the Country (5,6), whose average trend follows the 
trajectory of the national average (7,5). Only in the two-year period 2012-
2014 there are losses in the profitability of the shareholders’ capital, which 
were then recovered in the last part of the period. 

 
Tab. 3 – Roe. Statistics 

Italy 

 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Obs. 128 141 154 160 168 178 188 194 194 146 

Mean 8,21 5,00 7,63 6,75 2,92 5,07 8,65 11,81 9,79 9,88 

Median 4,81 4,15 3,79 3,75 2,87 3,03 3,81 4,99 5,51 7,60 

Std. dev. 25,59 26,84 26,77 29,29 28,12 33,58 33,64 29,75 27,88 25,53 

Var. 654,7 720,1 716,4 857,6 790,9 1127 1132 885 777,1 652 

Min. - 100,8 -118 -80,1 -123 -136 -125 -142 -118 -108 -112 

Max. 94,83 89,48 92,44 97,46 93,27 105,6 115,4 95,32 115,5 136,5 

North 

Obs. 80 89 96 100 103 107 113 118 118 98 

Mean 4,41 1,93 4,67 1,48 3,16 4,42 6,84 11,38 10,12 7,51 

Median 4,00 4,00 2,65 3,09 2,08 2,84 3,54 4,40 5,10 6,82 

Std. dev. 23,47 25,59 24,68 29,11 28,38 28,31 32,85 28,03 31,42 26,56 

Var. 550,7 654,6 609,1 847,1 805,3 801,4 1079, 785,9 987,4 705,2 

Min. -100,8 -118,3 -80,1 -123 -120 -125 -143 -118 -108 -112 

Max. 61,07 62,71 92,44 91,92 93,27 98,92 115,4 95,32 115,5 136,5 

Centre 

Obs. 21 26 29 30 32 35 37 38 40 34 

Mean 18,16 7,55 13,44 9,06 9,76 2,86 13,27 8,53 8,28 15,12 

Median 14,29 5,99 9,38 3,67 5,98 3,89 6,89 5,25 5,81 12,42 

Std. dev. 24,06 30,01 27,69 22,79 21,72 37,49 33,87 32,88 24,32 24,75 

Var. 579,1 900,7 766,5 519,3 471,8 1405 1147 1081 591,5 612,5 

Min. -19,7 -73,6 -65,2 -63,0 -49,6 -104 -76,4 -101 -66,1 -54,9 

Max. 72,77 89,48 88,04 52,48 63,94 81,34 80,23 89,06 54,88 98,26 

South 

Obs. 27 25 28 29 32 35 37 37 35 13 

Mean 11,75 12,02 9,72 20,60 -6,11 8,14 7,56 15,28 9,27 11,49 

Median 2,94 5,85 3,83 12,64 2,27 4,56 2,80 9,31 5,51 8,61 

Std. dev 30,69 6,86 31,62 30,82 31,63 43,44 36,14 31,88 17,94 18,03 

Var. 942 721,2 999,9 949,9 1000, 1886, 1305 1016 321,8 325,1 

Min. -56,8 -39,23 -54,1 -29,3 -136 -93,7 -97,8 -56,4 -41,8 -15,8 

Max. 94,8 88,1 85,99 97,46 31,33 105,6 95,05 89,97 57,88 51,15 
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Fig. 3 – Roe trend by geographical macro-areas 

 
 

The following tab. 4 highlights the interpolation equations of the trend 
lines. Only the South area function reports a significant interpolation error 
(R2 = 0,38), considering the anomalous trend of the Roe values in this group, 
with even negative values in 2013. 

 
Tab. 4 – Roe. Interpolation equations 

  R² 

Italy y = 0,0079x6 - 0,2647x5 + 3,4105x4 - 21,374x3 + 67,397x2 - 99,224x + 58,252 0,9819 

North y = -0,0236x4 + 0,4414x3 - 2,4236x2 + 4,2752x + 1,6558 0,893 

Centre y = 0,0124x6 - 0,4126x5 + 5,369x4 - 34,46x3 + 113,03x2 - 176,43x + 110,97 0,7364 

South y = 0,0165x6 - 0,548x5 + 7,0045x4 - 43,327x3 + 133,18x2 - 187,49x + 103,23 0,3892 
 

However, much of the variability is contained in the groups rather than 
manifesting between them: SQ within (692,9) > SQ between (148,9), as ev-
idenced by the analysis of variance (tab. 5) from which there are no differ-
ences considered statistically significant between macro-areas. 

 
Tab. 5 – Roe. Analysis of variance 

Source of var SQ gdl MQ F Sig. F crit 

Between groups 148,9756 2 74,4878 2,902217 0,072164125 3,354131 

Within groups 692,9773 27 25,66583    

Tot. 841,9529 29     

Significant level. 0,05       
 
 

3.2. Return on investments (%) 
 

Despite the nature of the entrepreneurial realities investigated, in which the 
activity that generates profitability can coincide with the social programs of the 
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organization, being only partially overlapped or, at times, completely separated 
(Alter, 2006), values of the ROI are observed in line with those on average ob-
tainable on the market. 

This circumstance allows us to assume satisfactory values of Social Return on 
Investment (Perrini and Vurro, 2013; Manetti et al., 2014; Corsini et al., 2015). 

It is possible to find (tab. 6) values slightly above the national average (aver-
age value of 6) in the Center and South (on average 7,5), while in the North there 
is an average value of 5,5.  

 
Tab. 6 – Roi. Statistics 

Italy 
 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Obs. 87 92 120 121 130 120 128 132 132 112 
Mean 5,95 6,43 6,71 4,78 4,56 4,89 5,86 6,03 6,77 8,60 
Median 6,4 6,3 6 4,9 4,7 4 3,7 5,4 5 6,7 
Std. dev. 12,3 10,9 11,6 11,4 11,2 10,1 9,6 10,7 9,5 8,6 
Var. 151,1 118,3 135,3 130,7 126,47 102,17 92,79 114,77 91,13 74,88 
Min. -25,8 -23,8 -27,7 -29,3 -28,37 -21,61 -18,6 -28,57 -23,08 -12,44 
Max. 29,5 28,8 29,7 29,8 28,9 29,6 29,7 29,3 29,6 29,7 

North 
Obs. 67 67 83 84 83 81 80 82 6 79 
Mean 5,86 5,26 5,87 4,20 3,28 3,97 6,19 6,27 5,98 7,81 
Median 5,86 5,2 5,3 4,5 3,1 3,6 3,5 5,2 4,7 6,4 
Std. dev. 11,7 11 11,3 10,2 8,8 9,5 8,9 8,9 8,9 7,9 
Var. 137,5 121,5 127,8 105,5 77,4 91,4 79,8 80,5 80,1 63,34 
Min. -25,8 -23,8 -24,7 -29,3 -22,5 -21,6 -15,5 -16,9 -23,1 -12,4 
Max. 29,53 27,58 29,26 27,49 24,82 29,62 29,75 29,36 27,76 27,12 

Centre 
Obs. 10 10 20 20 21 22 22 26 24 23 
Mean 12,85 11,83 7,55 5,01 9,90 6,06 0,96 3,07 6,40 10,41 
Median 14,76 13,93 7,82 5,57 8,42 5,78 2,49 3,35 5,66 8,73 
Std. dev. 12,08 8,70 12,73 12,02 11,32 12,29 10,67 13,83 12,22 10,58 
Var. 145, 75,62 161,9 144,4 128,24 151,09 113,8 191,23 149,32 111,9 
Min. -11,7 -5,34 -27,7 -20, -16,66 -21,42 -18,6 -28,57 -20,34 -12,44 
Max. 25,13 23,7 29,7 23,9 28,9 28,4 28,6 29,3 29,6 29,7 

South 
Obs. 12 15 17 17 26 17 26 24 22 10 
Mean 1,87 8,04 9,85 7,40 4,35 7,74 8,98 8,42 10,25 10,70 
Median 6,97 7,98 10,20 5,14 9,03 7,15 8,81 7,81 6,27 6,37 
Std. dev. 14,51 10,86 12,01 15,88 16,33 9,48 9,60 12,09 8,09 9,06 
Var. 210,4 117,8 144,2 252,1 266,63 89,89 92,10 146,10 65,45 82,11 
Min. -18,7 -9,7 -14,1 -26,1 -28,37 -11,80 -12,5 -18,77 0,91 3,43 
Max. 20,45 28,85 28,61 29,84 27,19 22,37 25,46 28,10 28,45 26,46 
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The range (fig. 4) is as follows: from 1,87 in 2009 in the South to 12,85 
in the same year at Central Italy.  
 

Fig. 4 – Roi trend by geographical macro-areas 

 
 

The polynomial approximation is reliable: 0,87 < R2 < 0,96 (tab. 7). 
 

Tab. 7 – Roi. Interpolation equations 

  R² 

Italy y = -0,0063x4 + 0,1561x3 - 1,1894x2 + 2,9919x + 4,08 0,8701 

North y = 0,003x6 - 0,0952x5 + 1,1613x4 - 6,8086x3 + 19,785x2 - 26,769x + 18,554 0,9673 

Centre y = -0,0081x6 + 0,2654x5 - 3,3626x4 + 20,687x3 - 63,534x2 + 87,562x - 28,75 0,9049 

South y = 0,0075x5 - 0,2377x4 + 2,8323x3 - 15,39x2 + 36,906x - 22,448 0,8834 
 

Also, in this case, the analysis of variance carried out by the Anova test 
(tab. 8) found no significant differences between the macro areas of the coun-
try: F (1,89) < F crit (3,35); p value = 0,17. 
 

Tab. 8 – Roi. Analysis of variance 

Source of var  SQ gdl MQ F Sig. F crit 

Between groups  30,39881 2 15,1994 1,891486 0,17030146 3,354131 

Within groups  216,9637 27 8,035694    

Tot.  247,3625 29     

Significant level. 0,05        
 

 

3.3. Return on sales (%) 
 

The Ros is calculated with the following formula: operating result / reve-
nues + other revenues and income %. 

The evaluations of its temporal variations, and the relative spatial com-
parisons, complete the analysis of profitability. 
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The analysis of this important ratio is necessary for forms of social entrepre-
neurship that notoriously generate lesser revenues compared to classic commer-
cial enterprises, such that they cannot always be sufficient to cover costs. 

In fact, social entrepreneurs, not having profitability objectives similar to 
those of business entrepreneurship, normally offer goods or services at suf-
ficiently low prices to enable them to serve needs not considered by com-
mercial entrepreneurship. 

The variation field originates from a very low profitability of sales (tab. 
9): 0,47 in 2013 at North. 
 

Tab. 9 – Ros. Statistics 

Italy 
 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 
Obs. 130 140 160 169 169 186 192 197 206 154 
Mean 2,33 2,16 2,35 1,81 1,24 2,47 2,38 2,74 2,89 3,19 
Median 2,41 2,48 2,56 2,12 1,89 2,19 1,71 2,15 1,91 2,17 
Std. dev. 7,28 6,91 7,39 8,13 7,59 6,44 7,14 6,59 6,44 4,89 
Var. 52,98 47,82 54,54 66,16 57,59 41,53 50,94 43,48 41,52 23,95 
Min. -36,3 -37,7 -29,2 -47,5 -40,6 -20,7 -38,8 -27,2 -34,0 -21,9 
Max. 24,72 27,73 29,79 28,28 21,12 26,66 24,45 28,82 25,15 29,51 

North 
Obs. 85 90 100 105 09 112 117 119 126 106 
Mean 2,07 1,36 1,16 1,47 0,47 1,84 2,42 2,34 2,63 2,75 
Median 2,38 2,40 2,37 1,82 1,41 2,17 1,66 2,07 1,91 1,90 
Std. dev. 6,68 5,35 6,97 5,60 6,42 5,33 5,73 5,62 6,63 4,93 
Var. 44,68 28,60 48,65 31,34 41,17 28,45 32,85 31,58 43,91 24,31 
Min. -36,3 -22,2 -29,2 -30,9 -31,3 -17,9 -23,4 -27,3 -34 -21,9 
Max. 24,72 11,57 20,53 19,65 18,79 22,53 24,45 21,32 25,15 29,51 

Centre 
Obs. 17 23 29 35 30 36 39 41 43 35 
Mean 1,94 3,89 1,59 1,44 2,55 3,04 1,68 2,24 2,62 4,11 
Median 2,35 2,01 2,33 1,67 2,32 1,83 1,82 1,95 1,78 2,33 
Std. dev. 8,89 6,40 6,00 10,62 8,91 7,88 11,43 8,92 6,86 5,19 
Var. 78,95 40,93 35,96 112,7 79,42 62,1 130,7 79,63 47,09 26,93 
Min. -27,5 -4,2 -15,5 -33,5 -36,7 -20,5 -38,8 -20,7 -16,2 -1,65 
Max. 19,90 27,73 11,57 26,18 16,50 22,23 21,74 21,28 20,42 19,44 

South 
Obs. 28 27 30 28 29 37 36 37 37 13 
Mean 3,38 3,35 6,10 3,41 2,28 3,46 3,01 4,57 4,08 4,27 
Median 3,19 3,05 4,15 3,81 3,28 3,99 2,66 3,51 2,15 3,31 
Std. dev. 8,12 10,81 8,29 11,85 9,73 7,76 5,12 6,36 5,22 3,31 
Var. 65,8 116,7 68,6 140,3 94,62 60,20 26,24 40,50 27,24 10,94 
Min. -14,82 -37,7 -6 -47,5 -40,6 -20,7 -14,1 -7,12 -4,50 1,03 
Max.  24,23  18,66  29,76  28,28  21,12  26,66  17,89  28,82  21,08 13,27 
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The maximum value is relative to a peak of 6.1 in 2011 in the South of 
Italy, but overall values are recorded on average of 2.3 on the whole national 
territory. 

Ros values in Central Italy are like the national average, obviously with 
some physiological variations. 

The biggest difference is between the two extreme areas of the country: 
1.8 in the North and 3.79 in the South, with fluctuating and diversified trends 
in the geographical areas (fig. 5). 
 
Fig. 5 – Ros trend by geographical macro-areas 

 

 
Tab. 10 shows the equations of the interpolation functions for each group, 

with R² ranging from a minimum of 0,64 to a maximum of 0,9. 
 

Tab. 10 – Ros. Interpolation equations 

  R² 

Italy y = 0,0004x6 - 0,0134x5 + 0,1527x4 - 0,8018x3 + 1,9888x2 - 2,2887x + 3,269 0,8159 

North y = 0,0008x5 - 0,0227x4 + 0,2266x3 - 0,854x2 + 0,8271x + 1,8367 0,8011 

Centre y = -0,0029x6 + 0,0991x5 - 1,3386x4 + 8,8827x3 - 29,822x2 + 46,301x - 22,157 0,9072 

South y = 0,0028x6 - 0,0933x5 + 1,1916x4 - 7,3168x3 + 22,025x2 - 29,479x + 16,963 0,6445 

 
Tab. 11 and tab. 12 confirm the differences between areas already high-

lighted by the graphical analysis of trends: variability exists and has statisti-
cal significance. 
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Tab. 11 – Ros. Analysis of variance 

Source of var SQ gdl MQ F Sig. F crit 

Between groups 19,4681 2 9,731403 11,73171 0,000221539 3,354131 

Within groups 22,39638 27 0,8229496    

Tot. 41,85919 29     

Significant level. 0,05       

 
It is mainly due to the differences in the profitability of the sales of the 

southern social enterprises. 
 

Tab. 12 – Ros. Tukey Kramer test 

Comparison Absolute 
difference 

Critical 
range 

Result 

North - Centre 0,659 1,016674319 Not different 

North - South 1,94 1,016674319 Different 

Centre - South 1,281 1,016674319 Different 

 
 
3.4. Financial independence index (%) 

 
The use of financing, which is fundamental for social enterprises, is at the 

same time problematic given above all not constant bank support. 
Public funding often compensates for this lack, especially in the cooper-

ative realities (Gagliardi, 2009). 
Therefore, the analysis of the financial independence index, as a ratio be-

tween net equity and total assets, is particularly useful for judgments on the 
measure of the balance between the different sources of financing, especially 
in sub-funded realities. 

Tab. 13 shows the statistics relating to this index by geographical area. 
The range (fig. 6) is from a minimum of 16,59 for social enterprises in 

the Center (2017) to a maximum of 26,94 in 2009, again in Central Italy. 
The trend is fluctuating. 
It is, however, possible to display an overall decreasing trend, with end-

of-period values (22,24 in the North; 20,49 in the Center; 18,87 in the South) 
lower than those of the beginning. 

These dynamics follow the national one; moreover, from the macro-area 
analysis it is noted that the only area with an index value lower by almost 
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one percentage point compared to the average data of the Country (20,9) is 
the South. 

Overall, an insufficient level of capitalization is shown; indeed, from the 
highest values of 2009-2010, there is a progressively increasing undercapi-
talization with the continuation of the business; the minimum values are in 
fact recorded in each group in the second half of the period. 

 
Tab. 13 – Financial independence index. Statistics 

Italy 

 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Obs. 141 151 166 174 181 195 203 208 211 155 

Mean 23,19 22,84 20,46 20,32 20,76 20,10 20,49 19,87 19,51 21,54 

Median 17,89 18,36 15,68 14,26 14,52 14,97 15,12 13,34 14,00 17,58 

Std. dev. 21,94 21,19 20,13 22,25 22,54 20,10 20,74 21,34 19,52 18,65 

Var. 481,5 448,9 405,34 495,28 508,01 403,82 430,08 455,33 380,98 347,82 

Min. -23,6 -17 -25,08 -47,51 -48,93 -23,67 -41,48 -28,78 -25,03 -14,64 

Max. 97,39 100, 100,00 98,92 96,81 99,91 89,54 100,00 86,35 83,61 

North 

Obs. 90 95 103 108 112 118 122 124 127 106 

Mean 22,48 22,81 20,78 21,10 19,52 20,06 20,04 20,27 21,02 22,24 

Median 18,23 18,96 18,18 15,19 15,15 16,91 16,31 16,79 18,79 19,89 

Std. dev. 20,65 20,06 19,49 19,80 20,46 18,51 17,12 19,32 17,43 17,47 

Var. 426,2 402,5 379,72 391,85 418,42 342,44 293,09 373,15 303,87 305,10 

Min. -23,6 -17 -25,08 -6,53 -48,93 -7,31 -22,87 -24,21 -24,60 -2,87 

Max.  87,19  98,61  88,40  97,12  96,81  99,91  72,55  100,00  71,25  75,84 

Centre 

Obs. 22 27 31 35 34 37 40 43 45 35 

Mean 26,94 23,16 20,80 18,40 21,66 19,61 24,18 21,01 16,59 20,49 

Median 13,09 12,32 9,86 9,27 12,45 9,90 11,60 12,24 13,05 13,98 

Std. dev. 28,63 24,21 25,36 29,16 27,29 25,33 29,07 25,17 20,30 20,23 

Var. 819,5 586,1 643,10 850,39 744,52 641,70 844,86 633,60 412,20 409,34 

Min. 0,50    0,49 -17,19 -47,51 -31,65 -23,67 -28,37 -28,78 -25,03 -14,64 

Max. 97,39 94,44 100,00 98,92 87,35 88,96 89,54 87,93 65,37 71,86 

South 

Obs. 29 29 32 31 35 40 41 41 39 14 

Mean 22,52 22,64 19,10 19,78 23,86 20,65 18,24 17,50 17,92 18,87 

Median 14,54 21,14 13,18 13,37 13,72 14,47 12,14 10,60 8,88 9,54 

Std. dev. 20,61 22,57 16,83 22,09 24,19 19,71 21,03 23,15 24,50 23,89 

Var. 424,9 509,5 283,33 488,03 585,08 388,55 442,09 535,96 600,26 570,75 

Min. -2,63 -7,47 0,13 0,23 -2,28 -3,47 -41,48 -23,09 -20,06 -12,96 

Max.  68,18  100 63,65 92,13  85,47  80,96  71,35  78,83  86,35  83,61 
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Fig. 6 – Financial independence index trend by geographical macro-areas 

  
 

 
Tab. 14 shows the equations of the interpolation functions, calculated for 

each group.  
The statistical significance of polynomial approximations is reliable: the 

R² coefficient assumes very high values, always above 0,82. 
 

Tab. 14 – Financial independence index. Interpolation equations 

  R² 

Italy y = 0,0044x5 - 0,1133x4 + 1,0609x3 - 4,2279x2 + 5,9947x + 20,559 0,9333 

North y = -0,0031x4 + 0,0797x3 - 0,5634x2 + 0,7366x + 22,409 0,873 

Centre y = 0,0134x5 - 0,3491x4 + 3,2043x3 - 12,156x2 + 15,952x + 20,088 0,8224 

South y = -0,0058x6 + 0,1932x5 - 2,4684x4 + 15,248x3 - 46,746x2 + 64,65x - 8,283 0,8741 

 
Tab. 15 shows the results of the analysis, assuming the geographical area 

as independent variable. 
The results lead to accept the zero hypothesis, with a level of reliability 

of 95%, indicating the absence of statistically significant differences between 
the groups: it results that F < F crit. 

 
Tab. 15 – Financial independence index. Analysis of variance 

Source of var SQ gdl MQ F Sig. F crit 

Between groups 7,66752 2 3,83376 0,77220341 0,47192937 3,354131 

Within groups 134,047 27 4,96470    

Tot. 141,714 29     

Significant level. 0,05       
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3.5. Current ratio 
 

It is the relationship current assets/short-term debts. It measures a com-
pany’s ability to pay short-term obligations (within one year). In other words, 
it tells how a company can maximize the current assets on its balance sheet 
to satisfy its current debt. 

Tab. 16 proposes the statistical data on a national scale and by geograph-
ical macro-areas. The range is minimal: the index is between 1,47 (North, 
2012) and 2,15 (Center, 2009).  

 

Tab. 16 – Current ratio. Statistics 

Italy 

 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Obs. 140 147 164 171 179 193 199 205 210 154 

Mean 1,67 1,65 1,60 1,59 1,59 1,58 1,56 1,76 1,69 1,76 

Median 1,23 1,29 1,29 1,21 1,22 1,22 1,24 1,31 1,30 1,31 

Std. dev. 1,51 1,22 1,27 1,15 1,23 1,26 1,11 1,48 1,25 1,50 

Var. 2,27 1,50 1,61 1,32 1,52 1,60 1,23 2,19 1,57 2,24 

Min. 0,05 0,05 0,05 0,08 0,03 0,05 0,08 0,12 0,12 0,15 

Max. 9,95 7,17 9,64 8,72 7,32 7,79 7,87 8,87 8,40 9,47 

North 

Obs. 90 94 102 106 111 117 120 122 126 105 

Mean 1,58 1,60 1,48 1,47 1,49 1,49 1,50 1,71 1,61 1,74 

Median 1,21 1,29 1,23 1,18 1,14 1,19 1,21 1,26 1,26 1,24 

Std. dev. 1,38 1,20 1,23 1,11 1,19 1,15 1,08 1,53 1,13 1,45 

Var. 1,92 1,43 1,51 1,22 1,41 1,32 1,17 2,34 1,27 2,11 

Min. 0,11 0,05 0,05 0,08 0,06 0,07 0,08 0,12 0,18 0,15 

Max. 8,92 7,07 9,64 8,72 7,32 7,52 7,87 8,87 6,06 7,77 

Centre 

Obs. 21 26 30 35 33 36 38 42 45 35 

Mean 2,15 1,76 1,70 1,60 1,56 1,63 1,80 1,71 1,61 1,76 

Median 1,39 1,30 1,31 1,21 1,26 1,28 1,46 1,27 1,32 1,44 

Std. dev. 2,04 1,09 1,21 1,09 1,16 1,44 1,41 1,36 1,07 1,30 

Var. 4,16 1,20 1,48 1,19 1,35 2,07 1,99 1,86 1,14 1,68 

Min. 0,26 0,47 0,35 0,17 0,03 0,05 0,17 0,27 0,32 0,29 

Max. 9,95 5,48 6,62 5,68 5,07 7,79 6,53 7,90 4,59 7,11 

South 

Obs. 29 27 32 30 35 40 41 41 39 14 

Mean 1,60 1,75 1,88 2,00 1,93 1,81 1,50 1,97 2,04 1,92 

Median 1,17 1,31 1,45 1,59 1,52 1,36 1,41 1,55 1,41 1,38 

Std. dev. 1,42 1,45 1,42 1,30 1,41 1,41 0,84 1,46 1,73 2,24 

Var. 2,01 2,11 2,02 1,68 1,99 1,99 0,70 2,13 2,99 5,03 

Min. 0,05 0,26 0,06 0,53 0,21 0,28 0,20 0,48 0,12 0,49 

Max. 7,13 7,17 7,63 5,39 6,34 7,24 5,45 7,42 8,40 9,47 
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Fig. 7 shows a situation of short-term solvency (current and deferred li-
quidity, including inventory) that is not optimal: in fact, the index rarely ex-
ceeds the value of 2, reflecting a balance between current assets and liabili-
ties that must be object of careful monitoring.  

 
Fig. 7 – Current ratio trend by geographical macro-areas 

 
 
However, this judgment does not consider the different value of the ware-

house in the different sectors of business activity. 
The Northern and Italian groups have similar trajectories with values of 

social enterprises in the North slightly lower than national ones (on average 
1,57 in the North and 1,64 for Italy).  

In the South the highest values are recorded, ranging between 1.6 and 
2.04 (on average 1.85).  

In all cases, the trend is generally constant. 
Tab. 17 shows the equations of the interpolation functions. 
The statistical significance of polynomial approximations is reliable: R² 

between 0,75 to 0,98. 
 

Tab. 17 – Current ratio. Interpolation equations 

  R² 

Italy y = 5E-05x6 - 0,0016x5 + 0,0208x4 - 0,1288x3 + 0,3981x2 - 0,5974x + 1,9823 0,7478 

North y = 4E-05x6 - 0,001x5 + 0,0103x4 - 0,0411x3 + 0,0472x2 + 0,0113x + 1,5583 0,8004 

Centre y = 0,0003x6 - 0,008x5 + 0,0995x4 - 0,61x3 + 1,9682x2 - 3,2728x + 3,971 0,9824 

South y = -0,0001x6 + 0,0025x5 - 0,0175x4 + 0,0215x3 + 0,1518x2 - 0,2932x + 1,7403 0,7819 
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Tab. 18 shows statistically significant differences between geographical 
areas with respect to the values of the current ratio: F (2, 27) = 8,17, p value 
= 0,0016777, F > F crit (p value < 0,05). 
 
Tab. 18 – Current raio. Analysis of variance 

Source of var SQ gdl MQ F Sig. F crit 

Between groups 70,376647 2 3,83376 8,17257341 0,0016777 3,354131 

Within groups 0,62217 27 0,023043    

Tot. 0,998817 29     

Significant level. 0,05       

 
However, since ANOVA does not allow to identify the exact source of 

the statistically significant difference, a second test is performed (tab. 19) to 
fill this information gap. 

 
Tab. 19 – Current ratio. Tukey Kramer test 

Comparison Absolute 
difference 

Critical 
range 

Result 

North - Centre 0,161 0,169451031 Not different 

North - South 0,273 0,169451031 Different 

Centre - South 0,112 0,169451031 Not different 

 
The genesis of the variability of the current ratio is mainly attributable to 

the differences between companies in the North and South of Italy. 
 
 

3.6. Fixed assets coverage index (%) 
 

With the analysis of patrimonial solidity we study “the possibility of 
maintaining a stable financial balance with reference to not a short time” 
(Caramiello et al., 2003).  

Fixed assets coverage index relates tangible assets to equity: therefore, it 
is here meant as self-coverage index. 

The statistical data, by geographical area, are highlighted in tab. 20. 
Fig. 8 shows, even with differences between groups, a coverage of fixed 

assets of structure that is not optimal.  
As often occurs in reality characterized by an endemic undercapitaliza-

tion (Ferrero et al., 2003). 
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The equity does not appear to be sufficient to cover slow recovery invest-
ments. It is shown that this index does not consider intangible and financial 
assets which, if considered, would lead to a worsening of the overall picture. 
 
Tab. 20 – Fixed assets coverage index. Statistics 

Italy 

 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 

Obs. 138 146 161 172 178 190 193 204 201 149 

Mean 1,29 1,09 1,19 1,34 1,24 1,25 1,29 1,50 1,18 1,14 

Median 0,54 0,53 0,52 0,64 0,57 0,52 0,46 0,51 0,46 0,46 

Std. dev. 2,30 1,62 2,19 2,36 1,89 2,25 2,42 2,83 2,32 1,77 

Var. 5,30 2,61 4,79 5,57 3,58 5,05 5,85 8,00 5,39 3,12 

Min. -5,11 -4,68 -7,77 -9,43 -2,34 -7,80 -1,44 -6,10 -5,88 -1,20 

Max. 14,53 9,54 14,94 12,93 10,66 13,75 14,76 14,21 13,46 12,06 

North 

Obs. 86 92 100 106 111 114 115 122 121 102 

Mean 1,31 1,15 1,18 1,57 1,42 1,34 1,63 2,06 1,45 1,21 

Median 0,77 0,82 0,76 0,94 0,70 0,74 0,65 0,83 0,74 0,58 

Std. dev. 1,66 1,42 1,83 2,20 1,80 2,25 2,72 3,28 2,22 1,86 

Var. 2,75 2,01 3,36 4,82 3,26 5,08 7,37 10,74 4,93 3,46 

Min. -4,95 -4,68 -7,77 -0,51 -0,31 -7,80 -0,49 -1,97 -0,73 0,00 

Max. 7,02 5,46 9,87 12,93 8,70 13,75 14,76 14,21 13,46 12,06 

Centre 

Obs. 22 25 31 36 34 37 39 41 43 33 

Mean 1,22 0,81 1,15 0,78 0,82 0,96 0,62 0,66 1,01 1,04 

Median 0,25 0,24 0,35 0,27 0,32 0,39 0,35 0,36 0,36 0,39 

Std. dev. 3,10 1,23 2,99 3,02 1,70 1,38 0,94 1,25 2,57 1,56 

Var. 9,62 1,51 8,96 9,12 2,90 1,89 0,88 1,57 6,62 2,45 

Min. 0 0 -4,44 -9,43 -0,50 -0,50 -1,44 -0,91 -4,14 -1,20 

Max. 14,53 4,34 14,94 12,23 9,39 5,10 4,33 7,52 11,58 6,69 

South 

Obs. 30 29 30 30 33 39 39 41 37 14 

Mean 1,29 1,17 1,27 1,24 1,04 1,26 0,97 0,67 0,51 0,82 

Median 0,54 0,40 0,36 0,55 0,15 0,19 0,19 0,19 0,09 0,22 

Std. dev. 3,16 2,37 2,39 1,95 2,30 2,85 2,38 2,04 2,25 1,56 

Var. 10,01 5,60 5,69 3,82 5,27 8,11 5,66 4,18 5,04 2,43 

Min. -5,11 -1,18 0 0 -2,34 -2,26 -1,34 -6,10 -5,88 -0,35 

Max. 14,01  9,54 9,21 7,80 10,66 12,88  13,05  8,84  11,69  5,88 
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Fig. 8 – Fixed assets coverage index trend by geographical macro-areas 

 
 
The minimum occurs in 2017 in the South (0,51).  
The maximum in 2016 in the North (2,06).  
The index is lower in central Italy and in the south but with average values 

of 0,9 and 1,02 respectively.  
Instead it is higher in the North (on average 1,43) even beyond the na-

tional average: 1,25. 
Tab. 21 shows the equations of the interpolation functions: polynomial 

approximations report an R² coefficient variable between 0,59 and 0,92. 
 

Tab. 21 – Fixed assets coverage index. Interpolation equations 

  R² 

Italy y = 0,0004x6 - 0,0119x5 + 0,1577x4 - 1,0254x3 + 3,4024x2 - 5,2883x + 4,062 0,8049 

North y = 0,0006x6 - 0,0199x5 + 0,2613x4 - 1,6795x3 + 5,4766x2 - 8,3009x + 5,592 0,7913 

Centre y = -7E-05x6 + 0,0016x5 - 0,0093x4 - 0,0246x3 + 0,394x2 - 1,1915x + 2,0293 0,5901 

South y = 0,0005x5 - 0,0124x4 + 0,0996x3 - 0,3433x2 + 0,4676x + 1,0613 0,9219 

 
Also with regard to the fixed asset coverage ratio, the Anova test (tab. 22) 

leads to reject the null hypothesis and to accept the alternative one, highlight-
ing statistically significant differences: F (2, 27) = 11,9, p value = 
0,00019623, F > F crit (p value <0,05). 
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Tab. 22 – Fixed assets coverage index. Analysis of variance 

Source of var SQ gdl MQ F Sig. F crit 

Between groups 1,51926 2 0,75963 11,9063572 0,00019623 3,354131 

Within groups 1,72261 27 0,0638    

Tot. 3,24187 29     

Significant level. 0,05       

 
With regard to the fixed assets coverage ratio, note that (tab. 23) the re-

jection of the zero hypothesis of the ANOVA test (tab. 22) is due to the per-
formance of the index in the group of northern social enterprises. 

 
Tab. 23 – Fixed assets coverage index. Tukey Kramer test 

Comparison 
Absolute 

Difference 
Critica 
Range Result 

North - Centre 0,525 0,281958405 Different 

North - South 0,408 0,281958405 Different 

Centre - South 0,117 0,281958405 Not different 

 
 
4. Conclusion and implication: some limitation and future devel-

opments 
 
The difficult mediation between social purpose and economic and finan-

cial equilibrium requires quantitative analysis currently lacking in the litera-
ture, which is more focused on the managerial and organizational aspects of 
the social enterprise. 

The starting hypothesis is partially confirmed. 
The overall profitability of the companies appears to be good, with few 

significant regional differences. It is the result of an adequate operating prof-
itability of the capital invested in ordinary operations and a decent profita-
bility of sales. Only for this last profitability ratio, there are significant sta-
tistical differences between the different areas of the country. 

The level of capitalization appears relatively modest which, conse-
quently, means a significant debt that should be analyzed with further stud-
ies. The outcome. common to the different geographical areas, is not surpris-
ing, considering the typology of companies that certainly cannot be ascribed 
to traditional capitalist activities. 
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The short- and medium-term capital structure (immediate and deferred 
liquidity, stock, short-term debts) records ratios that are lower than an opti-
mal abstract value, with some territorial differences. However, it must be 
considered that the sample was broken down by geographical area, but not 
by sector. Therefore, in the future the incidence of the stock should be con-
sidered and also the financial dynamics could be strongly conditioned by do-
nations from public authorities. 

Equity is generally insufficient to cover fixed assets. However, the possi-
ble presence of capital contributions that could be present should be assessed, 
considering the spirit of these social initiatives. The values, however, are not 
worrying, even considering that the activities of these companies do not nor-
mally require large multi-year investments, more typical of industrial activi-
ties. However, the picture could be more worrying considering also the in-
tangible and financial assets that the coverage index, analyzed in this study, 
does not consider. 

Therefore, there is an insufficient but relatively satisfactory picture in 
which the capital and financial balance is not sacrificed by the corporate pur-
pose. Thus, it is believed that social enterprises can develop and grow over 
time. Much also depends on the self-financing capabilities that should be 
studied with similar research on profitability. 

The territorial analysis of social enterprises has sometimes allowed to de-
tect significant statistical differences between macro areas. A territorial inci-
dence emerges in the dynamics of two structural indicators, with a variability 
due to the differences between the North and South of the Country as regards 
the current ratio and to the higher values in the North of the coverage index, 
often beyond the national average. 

The need for subsequent studies with a similar methodology to deepen 
the profitability dynamics and the system of financial and asset relations us-
ing further indices and margins is again underlined.  

However, an exhaustive picture would only be obtained by adding to the 
quantitative analyzes the results of surveys relating to the achievement of the 
social aims of this type of enterprise. To achieve this objective, it would be 
better to study the social reports that best focus on the specific mission of social 
enterprises. Especially in Italy this is possible considering the particular sensi-
tivity shown, first of all by the best doctrine (Grumo, 2017; Ricci, 2010; Costa 
and Ramus, 2010; Verde, 2009; Signori and Stiz, 2006; Puddu, 2005). 

Further statistical analysis could better favor the comparison between the 
different areas of the country, searching for the reasons behind the differ-
ences highlighted by the ANOVA and post ANOVA tests. 

Copyright © 2020 by FrancoAngeli s.r.l., Milano, Italy. ISBN 9788835103752



221 

This study implements the existing bibliography which is rarely based on 
quantitative analysis, favoring company case studies (Yang et al., 2010; 
Meadows and Pike, 2010; Sardi et al., 2019; Hsieh et al., 2018; Nicolás-
Martínez and Rubio-Bañón, 2015; Zamora, 2012; Fedele and Miniaci, 2010) 
or based on questionnaire results (Bridgstock et al., 2010; Linzalone and 
Lerro, 2014). It is therefore not possible to carry out a comparative study 
between scientific publications because the methodological settings are dif-
ferent. However, it is certainly useful for assessing the managerial skills of 
social enterprises. It can provide parameters of reference to those who work 
with social forms of this type and can contribute to delineating national and 
regional development policies of these companies. 

Even the choice of the most suitable corporate legal form can be con-
firmed by the analyzes here proposed. It can also be a reference for research 
with the same methodology. Studies of this type can also be used in higher 
education courses specifically dedicated to social management. 

This research is part of a larger project that aims to analyze the perfor-
mance of Italian companies before, during and after the global financial crisis 
of 2008. 

The project has already analyzed the Italian cooperative companies 
(Fusco and Migliaccio, 2015, 2016a, 2016b, 2018 and 2019), in particular 
social care cooperatives for the elderly (Migliaccio and Losco, 2018). Re-
cently, a similar methodology, mutatis mutandis, has also been extended to 
corporations belonging to different sectors of the Italian economy: tourism 
(Iovino and Migliaccio, 2018a and 2018b; Migliaccio, 2018), plastic 
(Migliaccio and De Blasio, 2017), tanning industry (Migliaccio and Arena, 
2018a and 2018b), energy (Iovino and Migliaccio, 2019). Similar research 
on the profitability of social enterprises (Migliaccio and Molinaro, 2019), the 
football sports industry (Migliaccio and Corea, 2019), the fuel distribution 
network (Migliaccio and Ciotta, 2019) is being published. 

The main objective of the project is to develop an intersectoral compari-
son to assess differences and similarities that could lead to focus on the most 
successful strategies, to be used also in the unfortunate hypothesis of future 
crises. 
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12. IR COMPLETENESS AND THE ROLE  
OF THE INSTITUTIONAL FACTORS:  

WORLDWIDE EVIDENCE 
 

by Silvia Panfilo*, Chiara Mio* 
 
 
 
 
 

Introduction  
 

Around the world, some leading companies have started developing inte-
grated reporting (IR), which expresses the interconnections between a firm’s 
strategy, governance, performance and prospects, as well as the contexts 
within which it operates (Frias-Acetuino et al., 2013). The International In-
tegrated Reporting Council (IIRC) released in 2013 a framework about the 
integration of financial and non-financial information within a unique corpo-
rate report. The adoption of such an IR is mandatory just in South Africa for 
listed companies since 2011, while it is voluntary adopted in all the other 
countries around the world. 

According to the IR framework (2013) an IR includes eight Content Ele-
ments even if companies, adopting an IR in compliance to the framework, are 
let free to disclose which and how much about each of them. The Content El-
ements are “fundamentally linked to each other and […] not mutually exclu-
sive” (IIRC, 2013, p. 24) and refer to: 1. Organizational overview and external 
environment, i.e. what the organization does and what are the circumstances 
under which it operates; 2. Governance, i.e. how the organization’s governance 
structure supports its ability to create value in the short, medium and long term; 
3. Business model, i.e. description of the organization’s business model; 4. 
Risks and opportunities, i.e. the specific risks and opportunities that affect the 
organization’s ability to create value over the short, medium and long term, 
and how the organization deals with them; 5. Strategy and resource allocation, 
i.e. where the organization wants to go and how it intends to get there; 6. Per-
formance, i.e. to what extent the organization has achieved its strategic 
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objectives for the period and what are its outcomes in terms of effects on the 
capitals; 7. Outlook, i.e. the challenges and uncertainties the organization is 
likely to encounter in pursuing its strategy, and the potential implications for 
its business model and future performance; 8. Basis of presentation, i.e. how 
the organization determines what matters to include in the integrated report.  

Prior literature has already investigated the role of institutional factors – 
here intended in the forms of legal, political, and economic systems – on 
financial disclosure (for all La Porta et al., 1997; 1998). Most recent studies 
investigated institutional factors’ role dealing about non-financial infor-
mation (e.g. Jensen and Berg, 2012; De Villier and Marquez, 2016; Coluccia 
et al., 2018). However little research investigated the integration of both fi-
nancial and non-financial information within IR (Frias-Acetuino et al., 2013; 
Zhou et al., 2017). Further these few studies analyzed integrated report be-
fore the IR framework development. Thus the current study aims at extend-
ing such stream of literature by investigating the influence of institutional 
factors on IR completeness, here defined as the level of information about 
the Content Elements provided by a company in its IR.  

The paper is structured as follow: the second paragraph describes the in-
stitutional theory and prior literature at the base of the hypotheses develop-
ment, the third paragraph deals with the research design, the fourth and fifth 
describe the findings of the analyses and the sixth discusses them and pro-
vides conclusions. 

 
 

1. Theoretical framework and hypotheses development 
 

IR is defined as “a concise communication about how an organization’s 
strategy, governance, performance and prospects, in the context of its exter-
nal environment, lead to the creation of value over the short, medium and 
long term” (IIRC, 2013). Thus providing an integrated disclosure about fi-
nancial and non-financial information. Many studies of the last decade iden-
tify there is an increasing demand for holistic information by stakeholders 
(Frías-Aceituno et al., 2013) although these pressures vary depending on the 
stakeholder-oriented environment in which the company operates (Prado-
Lorenzo and García-Sánchez, 2010).  

Institutional theory considers companies as economic units that operate 
in contexts containing institutions that affect their behavior and impose ex-
pectations on them (Roe, 1991, 1994; Campbell, 2007). This in turn means 
that companies operating in countries with institutional similarities tend to to 
behave in a homogeneous way (La Porta et al., 1998). The theory behind 
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such an idea has been developed by DiMaggio and Powell (1983) through 
the concept of isomorphism. Isomorphism can be distinguished into three 
types depending on its trigger: mimetic when companies resemble others 
considered as model companies; normative when companies act according 
to what is professionally correct; coercive when the isomorphism is imposed 
by the compliance with rules by external forces. 

Voluntary disclosure of an integrated report is a decision taken by insid-
ers, but firm-level decisions are not sufficient to explain why firms from dif-
ferent countries disclose different levels of integrated information (Dong and 
Stettler, 2011). In other words, the only mimetic isomorphism is expected to 
not be sufficient to explain similarities of IR disclosure within a country. 

Jensen and Berger (2012) for instance analyze similarities and differences 
between companies with traditional sustainability reporting and those that 
publish integrated reports. Based on institutional theory they show that IR 
companies are different from traditional sustainability reporting companies 
with regard to several country-level determinants. In particular, investor and 
employment protection laws, the intensity of market coordination and own-
ership concentration, the level of economic, environmental and social devel-
opment, the degree of national corporate responsibility and the value system 
of the country of origin proved to be relevant. Further, according to De Vil-
lier and Marques (2016), firms are more likely to disclose non-financial in-
formation in countries with better investor protection, higher levels of de-
mocracy, more press freedom and higher quality regulations. They also find 
market participants consider non-financial disclosures more informative in 
countries where investors are in a better position to voice their concerns and 
where there is better regulation and more effective government implementa-
tion of regulations. 

A more recent study by Coluccia et al. (2018) investigate the relationship 
between corporate social responsibility disclosure and institutional/environ-
mental factors among a sample of European listed companies. They find that 
institutional factors affect the level of such non-financial disclosure. 

Little research instead investigated the influence of institutional factors 
on the integration of both financial and non-financial information within IR.  
For all, Frias-Acetuino et al. (2013) examined the influence the legal system 
on the development of integrated reports. They found that companies located 
in civil law countries, and where indices of law and order are high, are more 
likely to create and publish a broad range of integrated information. How-
ever, the results refer to the period 2008-2010 that is before the IR framework 
development. 
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Thus, relying on prior literature about non-financial disclosure and insti-
tutional factors the current research extends their investigation about the in-
fluence of institutional factors – here considered in terms of legal, political 
and economic systems – on the completeness of IR information. Following 
the research question: Is IR’s disclosure completeness affected by institu-
tional factors? 
 
 
1.1. Legal system 

 
Campbell (2006) argues that the companies most likely to act responsibly 

and to report their behavior are those operating in institutional contexts 
where there is coercive and normative pressure. Such institutional contexts 
are considered those where a significant, well-developed legal system exists 
to protect stakeholders (Frias-Aceituno et al., 2013). To achieve an effective 
protection of stakeholders’ interests, the first parameter of the legal system 
is mandatory adoption (Deffains and Guigou, 2002). Thus it is expected that 
countries with mandatory regulations about IR adoption, producing a 
stronger coercive pressure on companies, may influence these latter to pub-
lish more complete IR. That is, reports including a greater amount of infor-
mation about their content elements. 

 
Hyp1: Compulsoriness of IR adoption positively affects IR completeness. 

 
Second, considering institutional contexts with coercive and normative 

pressure are those contexts not exclusively oriented towards shareholders’ 
interests, following the pillar research by La Porta et al. (1997), many studies 
distinguish the legal system according to common versus code law origin. In 
particular, companies in common legal system countries are more share-
holder-oriented, while companies in code law legal system countries are 
broadly stakeholder-orientated. Such a different orientation leads many stud-
ies to identify companies in common law countries having stronger tradition 
and development of ownership rights and, consequently, of shareholder pro-
tection, giving rise to a greater prevalence of published financial information 
(Ali and Hwang, 2000; Ball et al., 2000; Hung, 2001; Leuz et al., 2003; Hol-
thausen, 2009), in comparison to other types of information such as sustain-
ability and integrated reports. Further Frias-Acetuino et al. (2013) found that 
companies located in civil law countries are more likely to create and publish 
a broad range of integrated reports. However, all these studies relate to the 
investigation of IR information before the development in 2013 of an IR 
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framework. This latter, despite integrating financial and non-financial infor-
mation, is specifically shareholder-oriented given “the primary purpose of an 
integrated report is to explain to providers of financial capital how an organ-
ization creates value over time” while “benefit all stakeholders interested in 
an organizational’ ability to create value over time” (IIRC, 2013 p.5). For 
such a reason the current study, in contrast with prior literature, hypothesizes 
that companies located in common law countries – more shareholder-ori-
ented – are those publishing more complete IR. 
 
Hyp2: Common law legal system positively affects IR completeness. 
 
 
1.2. Political system  

 
Among the various institutional factors studied by literature, political var-

iables are the other most important factors that affect corporate disclosure 
(Ioannou and Serafeim, 2012; Williams, 1999). The World Bank Govern-
ance Indicators stated that Voice and Accountability represents the extent to 
which country citizens are able to participate in selecting their government, 
as well as freedom of expression, freedom of association, and a free media. 
In this sense, voice and accountability are the reflection of the degree of de-
mocracy and freedoms (Coluccia et al., 2018). Prior literature shows compa-
nies operating in a country with a higher level of democracy tend to disclose 
more information: financial (Goodrich, 1986) and non-financial one (De Vil-
liers and Marques, 2016; Coluccia et al., 2018). Following, companies oper-
ating in a higher democratic country are expected to publish more in terms 
of both financial and non-financial disclosure. In other word, higher level of 
democracy is likely to affect more complete IR. 
 
Hyp3: Higher level of democracy affects positively IR completeness. 

 
A second factor of the political system which is found to affect non-fi-

nancial disclosure is the social dimension of legal protection (Jensen and 
Berg, 2012). In countries where social needs are highly considered, strong 
employment protection is prevalent (Jackson and Apostolakou, 2010). In line 
with Jensen and Berg (2012) the current study assumes in these countries 
reporting of social activities is more important, favoring greater disclosure 
in IR. Considering employment protection is dictated by the ability of gov-
ernment to formulate and implement sound policies and regulations (Coluc-
cia et al., 2018) and in line with Ball et al. (2000), it is expected that 

Copyright © 2020 by FrancoAngeli s.r.l., Milano, Italy. ISBN 9788835103752



233 

companies located in countries having a higher Regulation Quality publish 
more complete IR. 

 
Hyp4: Higher quality of regulation affects positively IR completeness. 

 
 

1.3. Economic system 
  
Finally, the economic system has been considered as control variable. 

Many studies already identified various factors of the economic context af-
fect non-financial disclosure such as size, governance quality, industry, lev-
erage (Brammer and Pavelin, 2006; Clarkson et al., 2008; Fortanier et al., 
2011; Haniffa and Cooke, 2005). Thus, the current study considered two 
among these factors as a control to our main focus on coercive and normative 
isomorphism.  

First, the level of market competition and development (Doh and Guay, 
2006): when competition is weak (e.g., monopoly or low industry differenti-
ation) companies will have fewer incentives to engage in socially irrespon-
sible activities. In other words, companies operating in countries where com-
petition is lower, i.e. highly differentiate, are more likely to disclose financial 
and non-financial information. Thus, they are expected to publish more com-
plete IR.  

 
Hyp5: Higher industry differentiation affects positively IR completeness.  

 
Second, ownership dispersion – here intended in terms of number of 

shareholders – is a measure of both firm size and governance quality. In line 
with Coluccia et al. (2018) according to which the dominating owner usually 
gets the desired information directly from the company not depending on 
published information, it is expected where companies have a greater number 
of shareholders they are likely to publish more complete IR. 

 
Hyp6: Higher ownership dispersion affects positively IR completeness. 

 
 

2. Research design 
 

2.1. Sample 
 

The research focuses on the investigation of those companies adopting an 
IR according to the framework developed by IIRC (2013). For this reason, 
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the authors collect the list of companies and respective report directly by the 
example database provided by the IIRC official website. 

The current number of companies (On the date 26.04.2019), complaint to 
the framework and mentioned in the IIRC website, is equal to 213 for the 
year 2017. To avoid potential double counting, from the initial selection, the 
authors excluded those companies: belonging to the same group and which 
present the same report for both the head of the group and at least one sub-
sidiary; which changed their social status (e.g. because of fusion). This step 
leads to the exclusion of 44 companies. Therefore, the final sample is com-
posed by 169 companies’ whose reports have been downloaded (IR have 
been collected directly from the IRRC example database where available, 
from the companies’ website otherwise).  

Further, political factors data were collected from The Worldwide Gov-
ernance indicators database (Worldbank, 2019). While, economic data were 
collected from Orbis database. 

Overall, the sample shows companies adopting an IR belong to 31 coun-
tries allover the world. As expected the most represented country is South 
Africa (27.22% of the sample), the only one where the adoption is manda-
tory. It follows UK (20.12%) and Japan (13.69%). The countries less repre-
sented in terms of IR adoption are Austria, Bangladesh, Botswana, Canada, 
Denmark, India, Jersey, Luxembourg, Singapore, Taiwan. They all have just 
one company in 2017 releasing an IR presents in the example database of the 
IIRC (0.59% of the sample). See Table 1. 
 

Tab. 1 – Sample by country 

Country Obs. Percent Country Obs. Percent 

Australia 7 4.14 Mexico 2 1.18 

Austria 1 0.59 Namibia 2 1.18 

Bangladesh 1 0.59 Netherlands 8 4.73 

Botswana 1 0.59 New Zealand 2 1.18 

Brazil 2 1.18 Russia 6 3.55 

Canada 1 0.59 Singapore 1 0.59 

Denmark 1 0.59 South Africa 46 27.22 

France 2 1.18 South Korea 2 1.18 

Germany 4 2.37 Spain 2 1.18 

Greece 2 1.18 Sri Lanka 5 2.96 

India 1 0.59 Sweden 2 1.18 

Italy 8 4.73 Switzerland 2 1.18 

Japan 13 7.69 Taiwan 1 0.59 

Jersey 1 0.59 Turkey 2 1.18 

Luxembourg 1 0.59 UK 34 20.12 

   USA 4 2.37 

Total Obs.          169 

Total Percent     100.00 
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Further, the sample presents industry differentiation. The industries with 
the highest market share are represented by financial service industry 
(22.49% of the sample), industrials (14.79%), and basic materials (13.61%). 
See Table 2 for details. 
 
Tab. 2 – Sample by industry 

Industry Obs. Percent 

Basic materials 23 13.61 

Consumer goods 14 8.28 

Consumer services 16 9.47 

Financial services 38 22.49 

Healthcare 9 5.33 

Industrials 25 14.79 

Oil and gas 6 3.55 

Professional services 8 4.73 

Public sector 1 0.59 

Real estate 5 2.96 

Technology 6 3.02 

Telecommunications 7 4.14 

Utilities 11 6.51 

Total 169 100 

 
 
2.2. Methodology 
 

A quantitative content analysis has been manually applied to each IR col-
lected. Content analysis involves classifying text units into categories once 
identified the unit of analysis (e.g. word, sentence, theme).  Following cod-
ing, the form of analysis and interpretation that is undertaken can vary along 
a continuum from purely qualitative and verbally descriptive methods to pri-
marily quantitative methods that permit statistical analysis (Beattie et al., 
2004). The use of quantitative methods requires that the units of coding be 
scored in some way (Boyatzis, 1998). Procedure must be reliable, that is dif-
ferent people code the text in the same way. Thus, the authors first identified 
the sentence as the unit of analysis. Second, they update the model developed 
by Zhou et al. (2017) to code the text. In line with their study, the authors 
identified the Content Elements and their sub-elements. However, Zhou et 
al. (2017) just distinguished between the absence of information about each 
sub-content element versus its presence. For this reason, the current paper 
aiming at verifying more in depth the completeness of IR, coded each sen-
tence of the IR verifying per each sub-content element identified by the IR 
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framework if the text provides information on it or not. More in detail the 
authors verified if there is no information, if the single sub-content element 
is just mention in the sentence or if the sentence provides a deep description 
of it. According to the coding procedure if there is no information regarding 
a sub-content element a value of 0 is attributed to the sentence, if there is just 
a mention to it a value of 0.5 is attributed, finally if the sentence provide 
greater information about the sub-content element a value of 1 is attributed. 
Then a score is attributed to each Content Element suggested by the IR 
framework. It is computed as the sum of the values attributed at its sub-con-
tent elements. This means, Content Element score may range between 3 and 
7 according to how many sub-content elements they are composed by. Con-
tent Elements variables are named: Org_overview, Governance, Risks_Opp, 
Strategy, BM, Performance, Outlook, Other (for details, see the Appendix). 
Finally, IR completeness variable, named IR_Score, computed as the overall 
sum of each Content Elements and may range between 0 and 31. For relia-
bility and validity reason, a pilot coding process have been applied to ten IR. 
Once coded the first reports, the authors discussed the results and agree on 
the coding process to adopt for all the documents. Texts have been separately 
coded by the two authors. Once all IR have been coded, the authors compared 
the results and discuss the few differences to arrive at a uniform dataset. 

The dataset has then been integrated including information on the legal 
system in which each company operates. First, a dummy variable - named 
Mandatory - equals to 1 if the company belongs to South Africa context - 
where IR adoption is mandatory – 0 otherwise. Second, the variable Com-
monlaw is a dummy equal to 1 if the company is established in a common 
law country, 0 otherwise (according to prior literature countries are distin-
guished by legal system as in Table 3).  

 
Tab. 3 – Common versus Civil law countries 

Common law Australia, Canada; Jersey; India; Ireland; New Zealand; Singapore; South Africa; Sri Lanka; UK; 
USA. 

Civil law Austria; Bangladesh; Belgium; Brazil; Botswana; Denmark; France; Germany; Greece; Japan; 
Indonesia; Italy; Luxembourg; Mexico; Namibia; Netherland; Portugal; Russia; South Korea; 
Spain; Sweden; Switzerland; Taiwan; Turkey. 

 
In terms of political system, different factors affecting the financial and 

non-financial disclosure have been collected by Worldwide Governance In-
dicators database (Worldbank, 2019). Voice_Acc variable represents the de-
gree of democracy of a country. Regul_quality represents the quality of a 
country regulation. Both political system’s variables assume a value ranging 
between 0 and 100. Finally, as control variables the authors check for 
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economic system’s characteristics such as industry (i.e. categorical random 
variable which distinguish companies according to the industry they belong) 
and ownership dispersion (i.e. number of shareholders).  

Once content analysis has been done, descriptive statistics and correlation 
analysis have been developed on the overall IR_score and its Content Ele-
ments components. To test the hypotheses, ordinal probit regression models 
have been run on the dependent variable IR_Score to investigate whether and 
which institutional factor may affect the IR completeness of disclosure: 

 
IR_Score = 0 + 1Mandatory + 2Commonlaw + 3Voice_Acc + 4Regul_quality 
+ 5industry +  6own_dispersion      [1] 
 

Finally, as additional analysis, the authors run eight ordinal probit regres-
sions adopting as dependent variable each Content Element variable com-
posing IR Score to verify specificity with respect to the main model 1: 

 
Org_overview  
Governance  
Risks_Opp  

 = 0 + 1Mandatory + 2Commonlaw  Strategy  
+3Voice_Acc  + 4Regul_quality BM        
+ 5industry +  6own_dispersion Performance   

Outlook 
Other                 [2] 
        
  
 
3. Findings  
 
3.1. Descriptive statistics 
 

First descriptive statistics on IR completeness variable have been ana-
lyzed. IR completeness is investigated both in terms of the overall score – 
IR_Score – and of each Content element composing it. While companies 
provide a minimum disclosure of 15 and a maximum of 28 out of 31 ele-
ments, the overall IR_Score mean of the sample is 22.18 out 31. This means 
companies provide a quite extensive disclosure on the content elements 
within IR. Looking in detail at the mean of each content element, Table 4 
exhibits the most disclosed content elements are those related to the Organi-
zational Overview (3.725 out of 5 sub-content elements) and to the 
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Governance (3.64 out of 4). Further it has to be highlighted how all compa-
nies of the sample provide the maximum level of information with reference 
to Risk and Opportunities content element. This suggests companies adopt-
ing an IR are prone to mention and describe information on risks and oppor-
tunities potentially affecting their creation of value. 
 
Tab. 4 – Descriptive statistics on IR completeness overall score (IR_Score) and its content 
elements 

IR completeness variables Obs Mean Std. Dev Min Max 

IR_Score 169 22.175 2.736 15 28.5 

Org_overview 169 3.728 0.861 2 5 

Governance 169 3.6450 0.495 2 4 

Risks_Opp 169 2 0 2 2 

Strategy 169 3.215 0.692 1.5 4 

BM 169 2.172 0.532 0.5 3 

Performance 169 3.071 1.071 0.5 6 

Outlook 169 2.314 0.672 0.5 3 

Other 169 2.030 0.574 1 3 

 
A further descriptive statistic investigation aims at verifying the mean 

IR_score according to the IR compulsoriness context. In particular, Table 5a 
shows the mean IR_Score by legal system – common law versus code law – 
in which the company operates.  

 
Tab. 5a – Mean IR_Score by legal system and IR compulsoriness context 

 Legal system   

Code law Common law Total 

IR Compulsoriness Voluntary 
(n obs) 

21.23 
(67) 

22.38 
(56) 

123 

Mandatory 
(n obs) 

- 
(0) 

23.29 
(46) 

46 

 Total obs 67 102 169 

 

Table 5b shows the mean IR_Score by industry – financial versus non-
financial – of the company. The former table shows the mean IR_Score is 
higher in the mandatory context than in code law countries which present all 
a voluntary IR adoption. The latter table shows financial services companies 
present a higher mean IR_Score than non-financial companies independently 
by the IR compulsoriness. The highest score is obtained by financial compa-
nies in the mandatory IR context.  
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Tab. 5b – Mean IR_Score by industry and IR compulsoriness context 

 
 
 

Industry   

Financial Non-financial Total 

IR Compulsoriness Voluntary 
(n obs) 

22.33 
(29) 

22.12 
(94) 

123 

Mandatory 
(n obs) 

22.65 
(9) 

22.17 
(37) 

46 

 Total obs 38 131 169 

 
Second, a pairwise correlation analysis has been run on IR completeness 

variables – IR_Score and all its Content elements – and the institutional fac-
tors variables identified. A positive significant correlation (p-value at 0.01) 
is found between the overall IR completeness and all of its content elements1. 
A positive significant correlation is also identified between IR_Score and 
legal system independent variables: Mandatory and Commonlaw. Further 
many significant correlations can be identified between IR Content elements 
and independent institutional factors variables. This suggests potential asso-
ciations also in the regression analyses.  

 
 

3.2. Regression models 
 

To answer at the research question, the authors investigate the relation 
between the level of IR completeness and the institutional factors determi-
nants hypothesized to affect it. In particular, the authors test Model 1 includ-
ing each independent variable one at the the time (Table 7). The overall read-
ing of Table 7 shows legal system variables related to the compulsoriness of 
the IR adoption and the fact a company operates in a common law country 
positively affect the IR completeness till political system variables are not 
added to the model. In particular, once political system variables – i.e. Voice 
Accountability and Regulatory quality – are added to the model just common 
law variable persists significant related to the dependent variable. 

 

 
1 Risks and Opportunities (Risks_Opp) content element has been deleted from the correlation 
and regression analyses because it always assumes the maximum value. Following institu-
tional factors do not affect it in any context. 
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The full model (last column Table 7) exhibits a highly significant positive 
relation between common law countries, voice accountability and IR com-
pleteness. Further a highly negative significant relation between regulation 
quality and IR completeness emerge from the full model. No one of the eco-
nomic system control variables – i.e. industry and ownership dispersion – 
present significant relation with the dependent one. Overall results support 
Hypothesis 2 and 3. While they partially support Hypothesis 4, identifying a 
significant but negative relation with IR_Score. Overall these results suggest 
companies established in common law countries with a high degree of de-
mocracy and freedoms but with a lower level of regulation quality are more 
prone to disclose more complete information within their IR. 

 
Tab. 7 – Model 1: Regression models on institutional factors affecting IR completeness 

 IR_Score IR_Score IR_Score IR_Score IR_Score IR_Score 

Mandatory 0.5874212 *** 0.3564508 * 0.401509 * 0.0609812 0.0701269 -0.0371827 

Commonlaw  0.4429795 ** 0.4125032 ** 0.5103953 ** 0.499978 ** 0.5450044** 

Voice_Acc   0.0024998 0 .0232333 ** 0.0234512 ** 0 .0211103** 

Regul_quality    -0.0262176 ** -0.00268902 ** -0.0256561** 

Industry     0.0179077 0.0229245 

Own_ 
dispersion      -0.0013911 

N.obs 169 169 169 169 169 154 

Prob > Chi2 0.0009 0.0002 0.0007 0.0001 0.0003 0.0028 

Adj R2 0.0109 0.0167 0.0170 0.0228 0.0234 0.0219 

Statistical level of significance: * <0.1, **<0.05, ***<0.001  
 
 
4. Additional analysis 
 

To further dig into the investigation of the relation between IR complete-
ness and institutional factors, the authors also split the dependent variable 
into its content element components2. Model 2 (in Table 8) highlights the 
results of the probit regressions having for dependent variable each IR con-
tent element variable at the time.  

Significant associations have been found between the content element re-
lated to the Organizational overview (Org_overview) and political system 
independent variables, presenting a positive association with Voice_Acc, 
and a negative one with Regul_quality. This means, companies operating in 
a country with a higher degree of democracy and freedoms but a lower level 

 
2 See prior note.  
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of regulation quality are those more prone to provide greater information on 
their Organizational Overview. The content element Strategy in line with the 
results of Model 1 is found to be significant associated to Commonlaw vari-
able (positive association), Voice_Acc (positive association), and 
Regul_quality (highly negative association). That is, companies releasing an 
IR in common law countries with a higher degree of democracy and a lower 
level of regulation quality are more prone to provide greater information 
about their strategy. 

Performance content variable is instead positive associated just to Com-
monlaw variable. That is, companies operating in a common law countries 
and adopting an IR are more prone to give greater information about their 
performance. Outlook content element is positively associated just to the var-
iable Voice_Acc; in other words, companies established in a country with a 
higher degree of democracy and freedoms tend to provide greater infor-
mation related to their future outlook. Further, the residual content element 
Other is found to be positive significant associated to Voice_Acc, negative 
related to Regul_quality and ownership dispersion. That is additional infor-
mation tend to be provided by companies established in a country with higher 
degree of democracy, lower level of regulation quality and by companies 
with a lower level of ownership dispersion which tend to be labeled as those 
with a lower quality of governance. Finally, both Governance and Business 
Model content elements are found to be neither associated to legal system 
variables or political system variables. 

 
 

5. Discussion and conclusions 
 

Overall findings of the current research show many factors related to in-
stitutional context affect IR completeness. Specifically, legal and political 
systems are found to be related to it. Whereas, economic system does not 
influence the level of IR completeness.  

First, legal system, where considered in terms of common law countries, 
is found to be positively related to more complete IR. Whereas, compulsori-
ness of IR adoption is not a factor affecting IR contents’ disclosure. Thus 
extending the contributes provided by Zhou et al. (2017) which focus just on 
the mandatory context.  

Political system in line with Iannou and Serafeim (2012) is found to be 
the variable most associated to the level of disclosure.  
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Tab. 8 – Model 2: Regression models on institutional factors affecting each content element 
constituting IR completeness 

 IR_Score 
Org_ 

overview Governance Strategy BM Performance Outlook Other 

Mandatory -0.0371827 0.2911647 -0.0738518 0.2277036 0.0923476 0.0669806 -0.3206085 -0.3552522 

Commonlaw 0.5450044** 0.2249519 0.3461077 0.3798198 * -0.0823902 0.497845 ** 0.1707137 0.3680136 

Voice_Acc 0.0211103** 0.0180865 * 0.0111688 0.0191407 * -0.003826 -0.0015547 0.0254863 ** 0.0214503* 

Regul_quality -0.0256561** -0.03317 ** -0.0145789 -0.0240508 ** 0.0004659 0.0063368 -0.0135163 -0.027214 ** 

industry 0.0229245 0.0387051 0.0373041 -0.0148711 -0.0084296 0.0142563 -0.0210843 0.0287328 

own_disper-
sion -0.0013911 -0.0006453 -0.0010704 -0.0010255 -0.0019775 0.0019464 0.0032099 -0.0062803 ** 

N.obs 154 154 154 154 154 154 154 154 

Prob > Chi2 0.0028 0.0000 0.3189 0.0024 0.8899 0.0600 0.0237 0.0159 

Adj R2 0.0219 0.0573 0.0201 0.0413 0.0062 0.0184 0.0332 0.0461 

Statistical level of significance: * <0.1, **<0.05, ***<0.001  

 
In particular, the political factor related to a country’s degree of democracy 

has a positive relation with IR completeness, while contrary to expectation the 
level of regulation has a negative one. This latter means in countries with a 
lower regulation quality, companies tend to provide more complete infor-
mation within IR. Such a relation may be interpreted as the fact that companies 
tend to provide for a lower level of regulation quality directly answering to 
investors and stakeholders’ information needs with greater IR disclosure. 

These results lead to two main contributions. First they integrate literature 
on financial and non-financial disclosure extending prior results of both the 
research streams. In particular, in line with Frias-Acetuino et al. (2013) the 
study identifies legal system as one of the most important institutional factors 
affecting IR development while extending the analysis to IR completeness. 
However, the current study contrary to their results shows common law coun-
tries positively affect IR completeness. Further in line with Coluccia et al. 
(2018) the research finds a positive relation between integrated disclosure con-
tent with political system, specifically with the degree of a country democracy. 
On the contrary, the results show that the integration of financial and non-fi-
nancial information is negatively affected by the quality of regulation.  

Second, they suggest when financial and non-financial disclosure are in-
tegrated into a unique report, and follow a specific framework, is not more 
the economic isomorphism to affect the completeness of disclosure but the 
coercive and normative ones depending on legal and political systems, re-
spectively.  

Further, distinguishing for content element disclosure it emerges not all 
of them depend on institutional factors. For instance, Governance or 
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Business Model are found to be not associated at all. Organizational over-
view content element is found to be associated just with political system fac-
tors: degree of democracy (positively) and higher regulation quality (nega-
tively). While just the results of regressions based on content element related 
to Strategy are in line with the overall model. That is, significantly associated 
to the common law factor of the legal system, and to the degree of democracy 
and level of regulation quality which are factors of the political system. The 
content element related to Performance interestingly is only related to the 
legal system and in particular it is positively related to the common law fac-
tor. Thus supporting prior literature on legal system quality and financial dis-
closure (for all La Porta et al. 1997). The content element related to Future 
Outlook is instead associated just to higher level of democracy which gives 
companies more freedom and willingness of expression about future out-
comes. Finally, additional information on conciseness, materiality and board 
sign-off once again is found to be significant related to political system (com-
mon law countries and with lower regulation quality), and to economic sys-
tem in terms of lower ownership dispersion. This latter suggests companies 
with a greater ownership concentration are more prone to disclose additional 
information to legitimize themselves. This may lead to future research inves-
tigation according to a corporate governance point of view. 

Risk and Opportunities content element has not been analyzed because 
all companies provide the higher degree of disclosure completeness about it. 
This leads to two considerations: the fact that all companies provide infor-
mation on both risks and opportunities at the same level may lead to un-
useful information for primary IR users; this in turn makes emerge one of the 
methodology limitation which is based on verifying the presence and depth 
of information about each content element without investigating in detail the 
content of it. 

The paper suffers of other limitations too. First it relies on one single year 
analysis, this because the year 2017 is the one presenting the highest number 
of IR according to the IIRC website allowing to run regression analyses. Fur-
ther, as mentioned above, the methodology aims at extending the Zhou et al. 
(2017) model focusing on the identification of the absence, presence and 
deep of content element description while not investigating the quality of 
information content they describe. Future research may fill this gap. 

Despite of that the authors believe the results overall support the idea that 
a mimetic isomorphism is not the only one affecting corporate disclosure but 
normative and coercive isomorphism have a stronger effect when speaking 
of information integrating financial and non-financial aspects. This in turn 
may contribute to practice both favoring decision-taking by the different 
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stakeholders (Frias-Acetuino et al., 2013) and be relevant for shareholders. 
Investors who are interested in specific information of firms that are dis-
closed in IR may consider the institutional conditions that increase the like-
lihood of this form of sustainability reporting. This in turn providing insights 
for future investigation in addressing the question of which elements of IR 
are most effective at attracting long-term investors (Serafeim, 2014) depend-
ing on the institutional context in which the company operates. 

Finally results showing compulsoriness does not statistically affect the 
completeness of information within IR, may affect policy-maker decision in 
not requesting mandatory IR to increase the integration of financial and non-
financial disclosure.   
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Appendix 
 
CONTENT 
ELEMENT 
(variable name) 

RANGE VALUE SUB-CONTENT 
ELEMENT 

SUB-CONTENT ELEMENT VALUE 

Organizational over-
view and operating 

context 
 

(Org_overview) 

0 – 5 
It is the sum of the 
following sub-con-

tent elements: 

Reporting bound-
ary 

“Reporting boundaries” value is equal to: 0 when it not mentioned in 
the report; 0.5 when it is just mentioned in the report without any de-
scription or discussion about it; 1 when it is mentioned and discussed 
in the report.  

Mission and value “Mission and value” value is equal to: 0 when it not mentioned in the 
report; 0.5 when it is just mentioned in the report without any descrip-
tion or discussion about it; 1 when it is mentioned and discussed in 
the report. 

Business overview “Business overview” value is equal to: 0 when it not mentioned in the 
report; 0.5 when it is just mentioned in the report without any descrip-
tion or discussion about it; 1 when it is mentioned and discussed in 
the report. 

Operation context “Operation context” value is equal to: 0 when it not mentioned in the 
report; 0.5 when it is just mentioned in the report without any descrip-
tion or discussion about it; 1 when it is mentioned and discussed in 
the report. 

Summary statistics “Summary statistics” value is equal to: 0 when it not mentioned in the 
report; 0.5 when it is just mentioned in the report without any descrip-
tion or discussion about it; 1 when it is mentioned and discussed in 
the report. 

Governance 
 

(Governance) 

0 -4 
It is the sum of the 
following sub-con-

tent elements: 

Governance struc-
ture 

“Governance structure” value is equal to: 0 when it not mentioned in 
the report; 0.5 when it is just mentioned in the report without any de-
scription or discussion about it; 1 when it is mentioned and discussed 
in the report. 

Governance and 
strategy 

“Governance and strategy” value is equal to: 0 when it not mentioned 
in the report; 0.5 when it is just mentioned in the report without any 
description or discussion about it; 1 when it is mentioned and dis-
cussed in the report. 

Remuneration and 
performance 

“Remuneration and performance” value is equal to: 0 when it not 
mentioned in the report; 0.5 when it is just mentioned in the report 
without any description or discussion about it; 1 when it is mentioned 
and discussed in the report. 
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Governance and 
others 

“Governance and others” value is equal to: 0 when it not mentioned 
in the report; 0.5 when it is just mentioned in the report without any 
description or discussion about it; 1 when it is mentioned and dis-
cussed in the report. 

Opportunities and 
risks 

 
(Risks_Opp) 

0-2 
It is the sum of the 
following sub-con-

tent elements: 

Risks “Risks” value is equal to: 0 when it not mentioned in the report; 0.5 
when it is just mentioned in the report without any description or dis-
cussion about it; 1 when it is mentioned and discussed in the report. 

Opportunities “Opportunities” value is equal to: 0 when it not mentioned in the re-
port; 0.5 when it is just mentioned in the report without any description 
or discussion about it; 1 when it is mentioned and discussed in the 
report. 

Strategy and re-
source allocation 

plans 
 

(Strategy) 

0 – 4 
It is the sum of the 
following sub-con-

tent elements: 

Strategic objec-
tives 

“Strategic objectives” value is equal to: 0 when it not mentioned in the 
report; 0.5 when it is just mentioned in the report without any descrip-
tion or discussion about it; 1 when it is mentioned and discussed in 
the report. 

Links between 
strategy and other 
elements 

“Links between strategy and other elements” value is equal to: 0 
when it not mentioned in the report; 0.5 when it is just mentioned in 
the report without any description or discussion about it; 1 when it is 
mentioned and discussed in the report. 

Competitive ad-
vantage 

“Competitive advantage” value is equal to: 0 when it not mentioned 
in the report; 0.5 when it is just mentioned in the report without any 
description or discussion about it; 1 when it is mentioned and dis-
cussed in the report. 

Stakeholder con-
sultations 

“Stakeholder consultations” value is equal to: 0 when it not mentioned 
in the report; 0.5 when it is just mentioned in the report without any 
description or discussion about it; 1 when it is mentioned and dis-
cussed in the report. 

Business model 
 

(BM) 

0 – 3: 
It is the sum of the 
following sub-con-

tent elements: 

Business model 
description 

“Business model description” value is equal to: 0 when it not men-
tioned in the report; 0.5 when it is just mentioned in the report without 
any description or discussion about it; 1 when it is mentioned and 
discussed in the report. 

Links between 
business model 
and others 

“Links between business model and others” value is equal to: 0 when 
it not mentioned in the report; 0.5 when it is just mentioned in the 
report without any description or discussion about it; 1 when it is men-
tioned and discussed in the report. 

Stakeholder de-
pendencies 

“Stakeholder dependencies” value is equal to: 0 when it not men-
tioned in the report; 0.5 when it is just mentioned in the report without 
any description or discussion about it; 1 when it is mentioned and 
discussed in the report. 

Performance and 
outcomes 

 
(Performance) 

0 – 7 
It is the sum of the 
following sub-con-

tent elements: 

KPIs against strat-
egy 

“KPIs against strategy” value is equal to: 0 when it not mentioned in 
the report; 0.5 when it is just mentioned in the report without any de-
scription or discussion about it; 1 when it is mentioned and discussed 
in the report. 

Explanation of 
KPIs 

“Explanation of KPIs” value is equal to: 0 when it not mentioned in the 
report; 0.5 when it is just mentioned in the report without any descrip-
tion or discussion about it; 1 when it is mentioned and discussed in 
the report. 

Stakeholder rela-
tionship 

“Stakeholder relationship” value is equal to: 0 when it not mentioned 
in the report; 0.5 when it is just mentioned in the report without any 
description or discussion about it; 1 when it is mentioned and dis-
cussed in the report.  

Past, current, and 
future perfor-
mance 

“Past, current, and future performance” value is equal to: 0 when it 
not mentioned in the report; 0.5 when it is just mentioned in the report 
without any description or discussion about it; 1 when it is mentioned 
and discussed in the report. 

Financial implica-
tions of other capi-
tals 

“Financial implications of other capitals” value is equal to: 0 when it 
not mentioned in the report; 0.5 when it is just mentioned in the report 
without any description or discussion about it; 1 when it is mentioned 
and discussed in the report.  
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Supply chain per-
formance 

“Supply chain performance” value is equal to: 0 when it not mentioned 
in the report; 0.5 when it is just mentioned in the report without any 
description or discussion about it; 1 when it is mentioned and dis-
cussed in the report. 

The quality of 
quantitative indica-
tors 

“The quality of quantitative indicators” value is equal to: 0 when it not 
mentioned in the report; 0.5 when it is just mentioned in the report 
without any description or discussion about it; 1 when it is mentioned 
and discussed in the report. 

Future outlook 
 

(Outlook) 

0 – 3 
It is the sum of the 
following sub-con-

tent elements: 

Anticipated 
changes 

“Anticipated changes” value is equal to: 0 when it not mentioned in 
the report; 0.5 when it is just mentioned in the report without any de-
scription or discussion about it; 1 when it is mentioned and discussed 
in the report. 

Potential implica-
tions 

“Potential implications” value is equal to: 0 when it not mentioned in 
the report; 0.5 when it is just mentioned in the report without any de-
scription or discussion about it; 1 when it is mentioned and discussed 
in the report.  

Estimates "Estimate”" value is equal to: 0 when it not mentioned in the report; 
0.5 when it is just mentioned in the report without any description or 
discussion about it; 1 when it is mentioned and discussed in the re-
port. 

Other elements 
 

(Other) 

0- 3: 
It is the sum of the 
following sub-con-

tent elements: 

Conciseness and 
links 

“Conciseness and links” value is equal to: 0 when it not mentioned in 
the report; 0.5 when it is just mentioned in the report without any de-
scription or discussion about it; 1 when it is mentioned and discussed 
in the report. 

Materiality deter-
mination process 

“Materiality determination process” value is equal to: 0 when it not 
mentioned in the report; 0.5 when it is just mentioned in the report 
without any description or discussion about it; 1 when it is mentioned 
and discussed in the report. 

The board sign-off “The board sign-off” value is equal to: 0 when it not mentioned in the 
report; 0.5 when it is just mentioned in the report without any descrip-
tion or discussion about it; 1 when it is mentioned and discussed in 
the report. 
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In the current economic context, Corporate Social Responsibility is an increa-
singly relevant topic that has swept away the traditional views about firms’ com-
petitiveness, survival and profitability. The rise of sustainability driven pressures
and opportunities makes particularly interesting the interplay among manage-
ment, sustainability and social impacts for scholars, public authorities, policy
makers and practitioners. In line with these considerations, this book aims to in-
vestigate the opportunities, the criticalities and the future perspectives in the
CSR studies for increasing firm performance and growth. 

The contributions in this volume sketch a picture of the current state of CSR
research including the evolution of sustainable regulation and its impact on
firms’ operations, organizational models and disclosure. The included papers
emphasize the role of sustainability as a “new strategic variable” for contributing
to strengthen the competitive positioning of firms and to increase their value
creation process. The integration of socio-environmental variables into the ove-
rall strategic processes can drive firm to increase opportunities for developing
new resources and capabilities and to improve competitive advantage. 

By examining issues ranging from theory in CSR to practical application of
practices and tools, the book contributes to the field of corporate social respon-
sibility, accounting and strategic management studies and suggest implications
for practitioners to support an evolution of sustainable business practices consi-
dering simultaneously the accountability to a wide range of firm’s internal and
external actors.

Stefano Garzella is a Full Professor of Strategic Management at the University
Parthenope. He is also Visiting Professor at the University of Pisa. He received his
PhD in Business Administration from the University of Pisa in 1998. He is a member
of SIDREA (Italian Association of Professors in Accounting and Management), AI-
DEA (Italian Academy of Management). He has published research articles in seve-
ral peer-reviewed national and international Journals. His research focuses on stra-
tegic management, M&As and valuation approaches.
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