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Exponential growth in GDP has led to exponential growth of the

human impact

World GDP over the last two millennia

Total output of the world economy; acjusted for inflation and expressed in international-$ in 2011 prices
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Source: World GOP - Our Works In Data based on Works Bank & Maddison (2017)
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Earth system trends
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W. Steffen, W. Broadgate, L. Deutsch, O. Gaffney and C. Ludwig (2015), The Trajectory of the Anthropocene: the Great Acceleration, The Anthropocene Review. http://www.futureearth.org/blog/2015-jan-16/great-acceleration
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The exponential growth of human impact has influenced the A S
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environmental balance with physical and financial losses ':0 e
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o - Between 2000 and 2016, climate-related

P disasters worldwide annually increased by 46%
while economic losses resulting from extreme

580 iion weather events worldwide increased by 86%
between 2007 and 2016 (EUR 117 billion in

s rtien 2016) " European Comission (2018)
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Air pollution in the UK has fallen compared
with last year

. Average daily nitrogen dioxide (NO2) readings
40 pg/m?

2019

2020

First day of UK
lockdown

0 pg/m?
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ug/m?® = micrograms per cubic metre
Source: Defra [B]BIC]




Global risks according
to WEF

The Global Risks
Report 2020

o,

Impact

Insight Report | 15th Edition
In partnarship with Marsh & McLarnan and Zurich Insurance Group

Figure lI: The Global Risks Landscape 2020
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How does all this relate to companies?
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Why companies should be accounted for? g
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How much do we know about CORPORATIONS

https://www.youtube.com/watch?v=sg-yph0QSK4
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What Is Accountability? d e
v %Ma me!
Let’s do some brainstorming on this concept!
Please, go to: www.menti.com
12


https://www.youtube.com/watch?v=sq-yph0QSK4
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Accountability is an acceptance of responsibility for honest and ethical
conduct towards others. In the corporate world, a company's accountability
extends to its shareholders, employees, and the wider community in which it
operates. In a wider sense, accountability implies a willingness to be judged on

performance. '

Accountability has become an essential concept in corporate finance. Itis
particularly relevant to the accounting practices that a company adopts when it
prepares the financial reports that are submitted to shareholders and the
government.

What Is Accountability? (ﬂ

However, in recent years corporate accountability has come to encompass the
company's activities as they affect the community. A company's environmental
impact, its investment decisions, and its treatment of its own employees all have
come under public scrutiny.
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The origins of
sustainability

Hans Carl von Carlowitz (1645-1714) is considered to be
the founder of the sustainability principle. In his work
“Sylvicultura oeconomica” from 1713, he demanded, due to

the crisis in raw materials (wood), that one should only SY'-V’CVLTVRA GECONOMICA
lumber so many trees as can be grown by reforestation and > m,:gf?‘:;‘,?“"’""‘""“
planting. This was the demand of ‘sustainable’ usage and '

sustainable forest management. mﬂ@ﬂlﬂlﬁ@lﬂ

Mumw&mmcl/
The contemporary terms of sustainability and sustainable development were SR ey ST
coined in the early 1970s. The foundation of the definition of sustainability is the

Brundtland report according to which sustainable development is that e ‘3' wbeen e
development which “...meets the needs of the present without TRl e B

compromising the ability of future generations to meet their own needs”. aannsm,g_,mmw
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Profit: a limited vision

* Milton Friedman (1970) wrote that “The social responsibility of
business is to increase its profits”. This attitude has resulted in the focus
on profit and profitability, neglecting the way profit is generated as well as
neglecting the consequences of such perspective focus.

» Focus on financial value and financial goal is a predominantly short-time
and a very narrow understanding of business fundamentals. It ignores the
ways of achieving it and all the consequences for people and the planet.

17
@ prEne
From profitability toward sustainability W e
 Business sustainability is often defined as the triple Hiolistieapproach
bottom line management, a process in which companies e =
manage their financial, social, and environmental risks, / it ¥ LY
threats, and opportunities. (invetvementand)

\
\ development /

* These three impacts are often called “Profit, People, and the ‘
Planet” or 3P (Elkington, 1994). The concept of Corporate Social Labour praices | |
Responsibility (CSR) is being increasingly replaced by \ A
another concept, Holistic Corporate Responsibility ’

(HCR)' \ (/ Fair operating "'

\ \ plall(es /

+ From a reductionist focus on profit, toward a holistic Ny Rl
perspective and a balance between economic, social, and
ecological aspects of company’s business accountability.

18
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New concepts: social accounting
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> ldentification and recording of an entity’s activities in terms of social responsibility.

» Method by which the entity seeks to place a value (positive or negative) on the impact its

activities produce on people, on the environment, and on society as a whole.

» Means of documenting an entity’s achievements and building a historical record of its

activities.

» Records the social performance of the entity for a subsequent evaluation of it.

New concepts: social auditing

Lisbon School
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» Evaluating, reporting and improving an organization’s FINANCIAL AUDIT

SOCIAL AUDIT
behaviour and its effects on society.
> Produ_ce ameasure of the social responsibility of an Performance dat are collected by P:'fm:‘“_"“ e ofieced
Orgamzatlon' management/employees tbroug !n[e"vwvdﬂf'
. . observations/ and focus groups
» Takes into account any internal code of conduct as i
well as the views of all stakeholders and draws on best Independent/external audit team reviews the | Independent/external audit team
practices data reviews the data

» Requires an organization to identify what it is seeking

. i Auditor/team issues a statement on whether
to achieve, who the stakeholders are, and how it wants

the dat are a fair presentation of the affairs

Audit team submits a report on
whether the dat reflect the

to measure performance. of the business gaal(s) of the project
» Provides an assessment of the impact of an
organization’s nonfinancial objectivesl Financial accounts Social Auditaccounts

Shareholders

Stakeholders

10
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Accountabillity principles v ==

(AA1000 Stakeholder Engagement Standard)

Relevance principle:

Inclusion principle:

stakeholder participation in determining relevance is
09e the development and w necessary to ensure balanced
’d implementation of a strategic /\/ information that influences the
decisions of the organization

and responsible response in

relation to sustainability. and its stakeholders.
Responsibility principle: an
organization must respond to
the concerns of stakeholders

@ that affect its sustainable
performance. Stakeholders
participate in the development
of responses.

Accountability and

@ transparency

21
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Accountablility and transparency

ACCOUNTABILITY PARTICIPATION

TRANSPARENCY

Develop and implement

Participate in development
» | of standards, data collection
and analysis

Standards and
commitments

Collect dataon

Information
made publicly
available to
those concerned

Decisions and
results

22

Follow up with

Consequences and
responsive actions

If standards have not been
met / results have not been
achieved concemed
stakeholders can call for
explanations and adequate
consequences
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Traditional performance measures (ﬁ e
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New performance measures A o
A SEGE- =N
Employee Human Rights :“CDP w
aspects onviNG SUSTARARLE SCoNOMIES =
Environmental issues TRUCOST
Exports —
- . SUSTAINALYTICS
Social and ‘i:;)

Ecological Rol
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i . Empowering
T
Responsible
Investment
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Discover Key Measures of Value

Companies
Water
usage
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Anti Corruption actions

CO2 emisions MSCI

Diversity in the Board =
ESG Research
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Firms ignoring climate crisis will go
bankrupt, says Mark Carney

Bank of England governor warns of financial collapse linked to
climate emergency

The Guardian, 13/10/2019
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