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• If you were just appointed the CEO of Planet 
Earth what is the first thing you would change 
about business? Assume you could mandate any 
policy.

• Take a minute to reflect and then write your 
response on a piece of paper

• Pass the piece of paper to the middle
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NTS - Why business

• 53 corporations in the top 100 economies in the world

• Massive consumer of resources and producer or waste 
and environmental damage

• Global 1000 Corporations have $34 Trillion in revenues 
and employ 73 million people

• Paul Polman of Unilever in a YouTube video: "The 
amount of resources we currently use is 1.5 times the 
world's resource capacity. Is that sustainable? A billion 
people still go to bed hungry. Is that sustainable? The 
richest 85 people have the same wealth as the bottom 
3.5 billion. Is that sustainable?“
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My Choice of How to Change 
Business

– Integrated Reporting and Integrated Thinking

– Shareholder value myth



What Accountants Do Well

• Our expertise is measurement

• We produce the financial statements that allow 
providers of financial capital to make informed 
investments decisions between firms

• We assist managers to better allocate resources 
within firms
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Accountants are Enabling the 
Destruction of The Planet
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Accountants are Enabling the 
Destruction of The Planet
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How Accountants Help 
Destroy the Planet

• Reporting drives behavior (Bob Laux, 
Microsoft VP)

• Accountants prepare and audit statements 
that only report past financial results

• Used by investors as the scorecard to make 
investment decisions 

• Feeds the short term mentality of the stock 
market of having to make your numbers for 
the quarter or be punished
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Aren’t We Just Financial 
Accountants?
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Aren’t We Just Financial 
Accountants?

• Who are professional accountants responsible 
to?
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Aren’t We Just Financial 
Accountants?

• Wouldn’t investors find other information?
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What About 
Triple Bottom Line Reporting?
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Integrated Reporting

13



Integrated Reporting

• Why is it needed?

– The world is changing – increasing 
population, resource scarcity and 
environmental concerns 

–Reporting influences behaviour

– Ensures the best allocation of scare 
resources over the long term

14



The Benefits of <IR>

Business

• Better articulation of strategy for the business and how 
its business model is responding to changing needs

• More connected departments and improved internal 
processes

Investors

• <IR> makes clearer the connections between 
organization’s strategy, governance, performance and 
prospects – investors are therefore able to effectively 
assess the short, medium and long term impact

• More effective capital allocation decisions
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Early Adopters of
Integrated Reporting

• Prudential Insurance

• VanCity Credit Union is one of the IR Pilot firms

• PotashCorp produces an integrated report

• Mandated for all publicly-traded firms in South 
Africa since 2011
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How is Integrated Reporting 
Different from Annual Reports?

Audience: Providers of 
financial 
capital


Stakeholders

Timeframe: Short term 


Short, medium and 
long term

Focus: Past, financial 


Past and future, 
connected, strategic



How is Integrated Reporting 
Different from Annual Reports?
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Vancity Provides Data on 
Sustainability Targets
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How is Integrated Reporting 
Different from the Annual Report?

Audience: Providers of 
financial 
capital


Stakeholders

Timeframe: Short term 


Short, medium and 
long term

Focus: Past, financial 


Past and future, 
connected, strategic

Thinking: Disconnected 


Integrated



Two Reports, Two Stories
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NTS

• Sustainability reports done by PR Dept

• Financial reports done by Acctg
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How is Integrated Reporting 
Different from the Annual Report?

Audience: Providers of 
financial 
capital


Stakeholders

Timeframe: Short term 


Short, medium and 
long term

Focus: Past, financial 


Past and future, 
connected, strategic

Thinking: Disconnected 


Integrated

Stewardship: Financial 
capital 

All forms of capital



IR Reports on Six Capitals



IR Reports on Six Capitals

Only these 
two capitals 
are currently 
reported in 
the financial 

reports



NTS - Why We Need to Account 
for the Six Capitals

• Firms exploiting negative externalities 

• Report it as income when it is really is a 
reduction in capital

• Retirement funds example

• Currently, firms using Human, Social, Intellectual 
or Natural capital and reporting it as income
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NTS - Definition of Six Capitals

1. Financial capital: The pool of funds that is available to an organisation for use in the 
production of goods or the provision of services obtained through financing or generated 
through operations or investments.

2. Manufactured capital: Manufactured physical objects that are available to an organisation 
for use in the production of goods or the provision of services.

3. Intellectual capital: Organisational, knowledge-based intangibles
• Intellectual property, e.g. patents, copyrights, software, rights and licences

• Organisational capital, e.g. tacit knowledge, systems, procedures and protocols

• Intangibles associated with the brand and reputation that an organisation has developed

4. Human capital: People’s competencies, capabilities and experience, and their motivations 
to innovate.

5. Social and relationship capital: The institutions and relationships established within and 
between each community, group of stakeholders and other networks (and an ability to share 
information) to enhance individual and collective well-being

6. Natural capital: All renewable and non-renewable environmental stocks that provide goods 
and services that support the current and future prosperity of an organisation.

• Air, water, land, forests, materials, minerals, energy

• Biodiversity and ecosystem health. 29



Six Capitals are Integrated within 
the Firm’s Business Model
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IR leads to Integrated Thinking

• Reporting drives behavior – what gets measured 
get managed

• If we force managers to report on an integrative 
basis, they will eventually start to act and think 
intergratively

– Understand risks

– Takes into account the capitals and inter-
dependencies and trade-offs between them over 
time

– Responsive to stakeholders interests and needs
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Benefits of Adopting Integrated 
Thinking

• Rather than legislate and regulate business on a 
piecemeal mandating what corporations should 
do, have the corporations decide on their own

• Managers act sustainably, not because it is the 
right thing to do, but because investors and 
stakeholders are holding them accountable for 
creating long term value, using the data the 
corporation has reported 
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Barriers to Adopting Integrated 
Thinking

• Knowledge of IR and importance of IT

• Firm is organized in silos with a hierarchical 
organizational structure

• Information needed is of varying quality

• Difficult to get the information in a timely basis 
from across the firm

• Getting suppliers to use IR

• Competitive issues as we are transparent 
about our strategies and goals
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Evidence of Integrated Thinking

• Sustainability not a separate concern, it is baked 
into everything the firm does

• Board level discussion and tool for managing

• Supply chain also reports using IR

• One report and one set of measures

• All employees understand strategy

• Measures impacts on six capitals and risks
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Corporations and Sustainability

• What is a corporation?

– A company or group of people authorized to act as 
a single entity (legally a person) and recognized as 
such in law

• Who owns corporations?

• Reflect a minute
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Corporations and Sustainability

• Who is the board ultimately responsible to?

• Reflect a minute
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Corporations Defined

• Information Services Corporation: “A corporation is a 
legal entity that has separate legal existence from its 
shareholders and directors. Although it is the 
shareholders which own a corporation, it is the 
directors who manage the day-to-day operations.”

• Wikipedia: “A corporation is a company or group of 
people authorized to act as a single entity (legally a 
person) and recognized as such in law. Registered 
corporations have legal personality and are owned by 
shareholders.[1][2]”

37

http://en.wikipedia.org/wiki/Corporation#cite_note-1
http://en.wikipedia.org/wiki/Corporation#cite_note-2


The Shareholder Value Myth

• Who is board responsible to?

– Shareholder vs Stakeholder 
primacy?
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The Shareholder Value Myth
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NTS

• Damage done in the name of satisfying 
shareholders

• Canadian Securities Act (CSA)
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Shareholder Value Myth

• Herb Kelleher of Southwest Airlines 
“Place your employees first,             
the customers second, and                
the shareholders third”

• In 1980s, Jack Welch wrote that 
shareholder value was the only 
consideration for CEOs. In 2009,    
Jack Welch wrote, “Shareholder   
value is a result of strategy, not a 
strategy. Your main constituencies  
are your employees, your        
customers, and your products”



Don’t We Have to Keep 
the Shareholders Happy?

• Yes, they are a key stakeholder

• Firms with effective CSR programs have better 
stock performance

• Firms run only to maximize shareholder value 
do not perform well in the long term

– In past 20 years, when shareholder value was the 
paramount, S&P 500 return on equity declined
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Need New Shareholders

• Old thinking

– The board is needed to protect the 
shareholders from management acting in 
their own self-interests

• New thinking

– The board is needed to protect management 
from the short term thinking of its 
shareholders
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NTS – Need New Shareholders?

• Mary Barra, CEO of GM was recently forced to pay out 
$500 million in share buy backs on the demands of 4 
hedge funds owning 2.1% of GM shares – needs monies 
to stay competitive and invest in new models

• Lynn Stout recommends advantageous tax treatment for 
shareholders holding longer than a year or pay higher 
dividends for longer term shareholders

• Layoffs increase the stock price
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What Can We Do?

• Support the IIRC and IR

– Require suppliers to use IR as a prerequisite to being 
a shortlisted as a potential supplier to your 
organization

• Be a patient investor

• Refute those that continue to justify social and 
environmental harm or injustice on the basis 
that the board had to do it for the shareholders
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Questions?
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Formulating Sustainable Strategies 
by Creating Shared Value (Porter & Kramer, 2010)

• Firms can create economic value by 
creating societal value in three ways:
A. Re-conceiving products and markets

• See also Pfitzer, Bockstette & Stamp,  
2013 for examples of creating shared 
value

B. Redefining productivity in the value 
chain (or strategy map)
• See also Porter & Kramer (2006) for              

ideas on how to improve the value chain

C. Building supportive industry clusters  
at company locations
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Examples of Creating Shared 
Value (Pfitzer, Bockstette & Stamp, 2013)

• Dow Chemical’s Nexera canola, introduced in 
2005, yields twice as much oil as soybeans, longer 
shelf life, and have lower levels of sataurated fat 
and no trans fat

• Mars is building capacity (new cocoa plants, 
training farmers) in Ivory Coast in response to 
lower cocoa yields 

• Nestle helps malnourished poor in India by 
providing cheap micro-nourished spices

– Better for society and improves profitability
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3. Nexen’s 2010 
Sustainability 
Issue Analysis



4. TD: Outlining key trends and 
high-priority (material) topics
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IR Guiding Principles
• Strategic focus: An Integrated Report provides insight into the organization’s 

strategic objectives, and how those objectives relate to its ability to create and 
sustain value over time and the resources and relationships on which the 
organization depends. 

• Connectivity of information: An Integrated Report shows the connections 
between the different components of the organization’s business model, external 
factors that affect the organization, and the various resources and relationships 
on which the organization and its overall performance depend. 

• Future orientation: An Integrated Report includes management’s expectations 
about the future, as well as other information to help report users understand 
and assess the organization’s prospects and the uncertainties it faces.

• Responsiveness and stakeholder inclusiveness: An Integrated Report provides 
insight into the organization’s relationships with its key stakeholders and how and 
to what extent the organization understands, takes into account and responds to 
their needs. 

• Conciseness, reliability and materiality: An Integrated Report provides concise, 
reliable information that is material to assessing the organization’s ability to 
create and sustain value in the short, medium and long term. 53



IR Content Elements
• Organizational overview and business model: What does the organization do 

and how does it create and sustain value in the short, medium and long term?

• Operating context, including risks and opportunities: What are the 

circumstances under which the organization operates, including the key 

resources and relationships on which it depends and the key risks and 

opportunities that it faces?

• Strategic objectives and strategies to achieve those objectives: Where does the 

organization want to go and how is it going to get there?

• Governance and remuneration: What is the organization’s governance 

structure, and how does governance support the strategic objectives of the 

organization and relate to the organization’s approach to remuneration?

• Performance: How has the organization performed against its strategic 

objectives and related strategies?

• Future outlook: What opportunities, challenges and uncertainties is the 

organization likely to encounter in achieving its strategic objectives and what are 

the resulting implications for its strategies and future performance?
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