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Review of I'YG CSR Report

Scott T. Davis

Reitaku University

Large scale supermarkets and retail chains bear a greater social responsibility than many other industries
and corporations. 1'YG affects an enormous number of people on a daily basis as an employer, a retailer, a
neighbor in local communities, and as a market for both the buying as well as the selling of goods and
services. I'YG’s position as one of the largest and most profitable retailers in both an industry and an
economy plagued by stagnation gives added meaning to its CSR initiatives --- both directly in terms of
their immediate impact, and indirectly in terms of their influence on the formulation of policies for
responsible management in other organizations.

I have used three main criteria for the evaluation of this report: transparency, integration and innovation.
Transparency refers to the depth and clarity of information presented, explanation of how data was
generated, indicators used and their correspondence or compatibility with standardized external indicators
where existent. Integration refers to the extent to which reported CSR goals are integrated into corporate
objectives and formulated as integral parts of the business strategy. Innovation refers to the extent to
which CSR goals and the design of indicators for their measurement and evaluation are designed in an
original and progressive nature in order to better come to terms with the corporations unique obligations
and challenges. An overview of each follows:

Transparency

Continuity: 1'YG has a long history of sustainability reporting within Japan. Many corporations have used
its previous reports as a model for their own reporting. The fact that 1'YG has produced an annual
environmental report since 1995, a sustainability report since 2001, and now this CSR report, gives it a
solid body of continuous and comparable data to draw from. Most of the data presented in this report
shows development over a 5-year span.

Standardization: 1'YG is one of the few corporations to actively cooperate with and be ranked on major
SRI indices such as the Dow Jones Sustainability Index, IntegreX', Ethibel and FTSE for Good --- a clear
indication of its commitment to transparency and accountability.

Detail: The data presented in the report is not always exhaustive. It has been the editing policy of the
report to exclude generally understood background material and focus instead on a clear exposition of the
most important issues. This goal has been achieved admirably. In frequent instances references to
additional data available from I'YG on the internet are given to enable further investigation of topics.

Integration

Business objectives: This report contains and excellent presentation of 1'YG’s stated values and visions,
its principles for decision making and the link between its CSR policies and operations. One of the tasks
of CSR reporting, however, is to explain the positive impact of CSR policies on profitability and
competitiveness. Considering the newness of this initiative it is obviously too early to compile a
comprehensive body of such data. The attempt, however, of presenting an outline of IYG’s CSR
accounting is given prominent place in the report and, although the brevity of the explanation given
makes it difficult to understand, the attempt is to be applauded.

Scope: The report shows the results of a concentrated effort to define goals and present data generated
within the context of frontline employees in their interaction with customers, suppliers and other parties.
This gives the report a grass roots aspect which indicates the extent to which 1YG’s CSR initiative is
taking hold within the organization.

Innovation

This report is based upon three main innovations. First is the fact that this is a “CSR report.” The very
fact that I'YG has chosen to produce and release a CSR report at this time is an enormous innovation.
Second is the attempt to integrate CSR accounting in this report in a prominent and critical position. Third



is the fact that 1'YG has sought not only to fully report on its social responsibilities and efforts to fulfill
them, but that it has sought to develop a completely new protocol for this production process. Rather than
instigating a top-down directed process of reporting, I'YG has solicited original input from managers and
representatives of departments and functions though out the organization which has subsequently been
edited to produce the report. This difficult and time-consuming approach has ensured that I'YG has
avoided the shortcomings of many CSR reports that are limited only to describing the fulfillment of
minimum requirements.

Conclusion

I look forward to seeing more coordination in next years report, the presentation of some form of strategic
prioritization of CSR goals and their integration with strategic business objectives, along with an account
of their relative achievement on both the short and long terms.

It is no exaggeration to state that the release of this report signals not only the beginning of a new stage in
the development of CSR reporting in Japan, but also of socially responsible business management itself.
The combination of innovation and transparency shown here in this report, and in the CSR initiative from
which it springs, marks the end of the “myth of irresponsible Japanese business.”

" Disclosure: | served as a founding member of the Board of Supervisors and am currently a member of
the Board of Advisors of IntegreX Inc. The comments and observations here are made without use of or
reference to IntegreX data and analysis.
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