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  1. THE NEW PARADIGM OF THE BUSINESS MODEL FOR 

COMPANIES IN THE XXI CENTURY 
 
A new paradigm of what will end up being the future business model of 
companies and financial institutions, which will be a radical change 
from the business model prevailing throughout the last decades of the 
previous century, started to make headway in the world, slowly but 
surely, during the first decade of the XXI century. 
 
This transformation of the paradigm basically means that the business 
model of the XX century, which responded to a single Profit & Loss 
account, the economic and financial statement, is not enough to give 
meaning to and conceptualize the evolution of the business world 
over the past thirty years. 
 
Two examples will help to understand this statement. 
 
The first refers to what has gone down in history as the “Bhopal 
Disaster”, which occurred in the Bhopal region in India in 1984 when 42 
tonnes of a highly polluting chemical product leaked from a pesticide 
factory owned by the US company Union Carbide. 
 
Apparently, the accident occurred because the necessary precautions 
were not taken during plant cleaning and maintenance, as a result of 
which the pressurised water used, chemical residues, metal debris and 
other impurities washed away by the water came into contact with the 
stored gas, causing a reaction that released toxic gas into the air. The 
security systems at the plant were supposedly not activated owing to 
the need imposed by the company to cut costs. 
 
Between 6,000 and 8,000 people died during the first week after that 
toxic leak and at least another 12,000 died later as a direct 
consequence of the catastrophe, which affected over 600,000 people, 
some 150,000 of whom suffered serious after-effects. 
 
In addition, the pollution affected thousands of pets and farm animals 
and the entire area surrounding the location of the accident was 
contaminated by toxic substances, the polluting effect of which has still 
not disappeared. 
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The second example selected for 
this argument featured the oil 
tanker Exxon Valdez, owned by 
ExxonMobil, which ran aground in 
Prince William Sound in 1989, 
spilling oil equivalent to the 
contents of 257,000 barrels of 
petroleum in the sea off the coast 
of Alaska, which ended up 
spreading over more than 2,000 
km of coastline. 
 
That ecological catastrophe, the 
third largest in the United States, 
brought about a radical change in 
the US environmental laws. 
 
Since then, both companies have 
had to face long, costly legal 
proceedings which have ended in 
multi-million-dollar fines or out-
of-court settlements for both 
companies and some of their 
executives. But even more 
importantly, the Reputation of 
both these organizations was so 
badly damaged that they had to 
change the names of the assets 
involved in the incidents or sell 
those business assets. 
 
Generating a healthy return for 
shareholders who have decided to 
invest in a business and ensuring 
that it is greater than the return 
that they could have obtained 
from investing their surplus funds 
in other savings formulas is the 
driving force behind all 
enterprises operating in market 
economies. But nowadays this 
exclusive argument legitimising 
the essence of their business is 
not considered acceptable. 
Making money is no longer a 
sufficient and exclusive value for 
surviving in the complex, 
competitive world of the XXI-
century market economy. 
 
During recent decades and thanks 
largely to the supervision and 

control that ecologist, union, non-
governmental, consumer and 
human rights organizations, the 
media and the Regulator -in the 
latter case largely due to pressure 
from the former groups when 
establishing their priorities on the 
political agenda– have exercised 
over the business activities of 
companies and financial 
institutions, they have been 
increasingly obliged to take into 
account the role played by all of 
these groups in defining their own 
business model. 
 
As a result of the combined 
effect of social activism and 
pressure, scrutiny by the media, 
changes in the regulatory 
framework of business and 
financial activities and also, 
naturally, a greater permeability 
and awareness by corporate 
management of the new social 
and political expectations in 
respect of companies and their 
conduct, that business model 
based on a single Profit & Loss 
account, the statement of 
income, is no longer acceptable. 
 
Shareholders or investors are no 
longer the only stakeholders to 
whom a company or financial 
institution is answerable to. A 
large, varied and complex 
number of new stakeholders –or, 
as they were called ironically by 
Professor Pascual Montañés, 
“those presumably involved”– has 
grown up around them in recent 
decades and business and 
financial management should not 
only take heed of their opinions, 
but should also involve them 
directly in the forming of their 
vision, mission and strategy and 
their business practices, in a 
model of permanent two-way 
dialogue. 

“As a result of the 
combined effect of 
social activism and 

pressure, scrutiny by 
the media and changes 

in the regulatory 
framework, the 

business model based 
exclusively on the 

statement of income is 
no longer acceptable” 
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Through this creative, 
transformer symbiosis, a new 
business pattern has developed, 
now responding to a fivefold 
Profit & Loss account, which is 
the outcome produced by 
combining the economic-
financial statement of income, 
naturally, with others, of growing 
importance and already, in some 
cases, on equal conditions, the 
statements of environment, 
talent management, governance 
or ethics and social. 
 
This transformer paradigm is 
catching on and spreading at the 
speed of light in business and 
corporate circles. It is not an 
intellectual or academic 
decoration, because those new 
areas, for which companies and 
their executives are responsible, 
are incorporated in company 
management with the same 
criteria of marking objectives, 
assigning resources, planning, 
performance calendar, progress 

monitoring and measuring of 
results as any other management 
area. 
 
In fact, the market and its 
analysts and regulators, as shown 
in the figure below, permanently 
assesses the progress made by 
companies with these four new 
P&Ls, as it has always done with 
the original one (income 
statement), consequently making 
investment recommendations for 
investors and savers according to 
a sufficiently credible and 
attractive equity story and not 
limited exclusively to offering a 
healthy financial return, but also 
showing a model that is 
sustainable over time, respectful 
with the environment and 
people and committed to the 
society in which it operates. 

“A new paradigm has 
arisen responding to a 
Fivefold Statement of 

Results: economic-
financial, 

environmental, talent 
management, 

governance and social 
action” 

 



 

 

REPUTATION IS HERE AT LAST 

 

5 

2. REPUTATION AND 
BRAND, THE TWO MOST 
VALUABLE ASSETS 
 
This new paradigm is clearly 
altering the traditional 
foundations of business 
management in a company or 
financial institution. 
 
In the past, the value-generating 
mechanisms of a business were 
associated with its operations or 
the global supply chain, 
distribution, marketing and sale of 
goods or services. They were all 
directly or indirectly tangible 
elements for the consumer, who 
was the “king” around whom all 
the organization’s activity was 
structured: production, 
distribution, communication, sales 
and invoicing were all done to 
meet a real and patent or induced 
and latent demand on the market. 
The management’s responsibility 
was to comply with all these tasks 
in such a way as to guarantee a 
healthy return for shareholders 
and investors in the short term. 
 

The importance of the value-
generating mechanisms of 
businesses also changed with the 
Fivefold Profit & Loss account 
model described above. 
 
Now, the Reputation of an 
organization and its Brand are 
the magnets that attract and 
hold the interest and importance 
of a company’s value proposal by 
a larger and more varied number 
of stakeholders –including, 
naturally, the consumers of a 
given good or service- whose 
decisions on that interest and 
importance will not be based 
only on the traditional price-
quality ratio.   
 
In fact, those decisions now arise 
after considering and resolving a 
complex equation consisting of 
factors related also with the 
medium and long-term 
sustainability of the business; its 
respect for the environment and 
contribution towards preserving 
the natural environment; the 
company’s governance, the 
business conduct of the 
executives and respect for the 
generally assumed ethical 
principles; the treatment of 
employees and offer of 
satisfactory career, training and 
employability projects; and, 
finally, its commitment to 
society, especially through 
cultural sponsorship and, above 
all, through assistance for the 
underprivileged and, 
specifically, the sectors of 
population at risk of social 
exclusion. 
 
At present, these two value-
generating levers for companies 
and financial institutions, i.e. 
reputational  capital and value of 
the brand, are the focal point of 
large enterprises, business 

“The Reputation of an 
organization and its 

Brand are the magnets 
that attract and hold 

the interest and 
importance of a 

company’s value 
proposal by a larger and 
more varied number of 

stakeholders” 
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schools, large consultancies and 
thought and research centres, 
because, as in other areas of 
executive management,  they 
want to give organizations 
mechanisms to quantify that value 
generated and to measure their 
progress, so that they can 
establish objectives that can be 
measured over time using 
commonly accepted criteria. 
 
Once those criteria have been 
identified and accepted by all 
concerned and some significant 
progress has been made in brand 
value measurement, Reputation 
and Brand will become 
particularly important on 
companies’ balance sheets, as is 
already occurring in many large 
organizations. As a natural 
consequence of the foregoing, the 
management of the protection 
and growth of these two critical 
assets is being commissioned to 
executives of the organization 
and will acquire an internal 
“political” importance -
especially for the Board- even 
greater than that recognised up 
to now. 

Social Action: A Strategic Focus 
Model 
 
As mentioned earlier, within that 
polyhedron representing the new 
Fivefold P&Ls model, companies 
and financial institutions must pay 
special attention to how they fit 
into the social network of the 
communities in which they 
operate. In this respect, apart 
from cultural sponsorship, the 
assuming of a Social Action 
policy that is perfectly aligned 
with the vision, mission and 
strategy of a business and 
perfectly integrated in the 
business model is becoming 
increasingly important. 
 
Michael Porter has written 
numerous articles on this idea, 
suggesting that companies should 
move away from charity or mere 
social philanthropy, since that is a 
terrain for individuals and 
communities or non-profit 
organizations, whether religious 
or social. 
 
The mission of business or 
financial organizations in this 
terrain must be to identify, 
create, develop and execute 
programmes which, albeit with a 
smaller initial visibility, address 
real social problems, however 
uncomfortable they may be for 
some who have been out of sight 
for too long of the real afflictions 
and blights of the societies in 
which they live and do business, 
and make substantial 
contributions, i.e. in amounts 
significantly proportional to the 
gross profit of each business, in 
the long term to avoiding or 
remedying the risks of social 
exclusion faced by the most 
underprivileged groups of the 
population. 
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Business in the Community in the 
United Kingdom or the Fundación 
Sociedad Responsable (SERES) 
[Responsible Society Foundation] 
in Spain, for example, the latter 
continuing the work of the 
pioneer Fundación Empresa y 
Sociedad [Business and Society 
Foundation], have laid the bases 
among the most advanced, 
forward-looking leaders in the 
business communities of their 
respective countries for the model 
that should be applied when 
addressing Social Action 
strategically and fully integrated 
in the respective business model. 
 
  

3. THE BIRTH OF THE CHIEF 
REPUTATION OFFICER 
(CRO) 
 
In spite of what we have said so 
far, the transition to this new 
paradigm of a Fivefold P&Ls 
account, which requires the 
“seduction” of a vast number of 
new stakeholders, is not complete 
as companies and institutions 
have not yet acquired or 
assigned the appropriate 
management resources to 
perform that permanent task of 
establishing, developing and 
strengthening critical relations 
with their critical stakeholders. 
 
In short, that is the exercise of 
“seduction” of “those presumably 
involved” with “political 
intelligence” to which the 
Professor of Strategy of the IE 
Business School, Pascual 
Montañés, usually refers. 
However, companies and 
financial institutions, including 
those that have already assumed 
the new paradigm described 
herein and have redirected their 
organization to face the 

management of these two 
assets, Reputation and Brand, 
have not yet completed the trip 
they began, because they are 
still trapped by concepts from 
the past that have grown too 
small to define the size and 
complexity of the new reality 
and new challenges. 
 
In this case, the need does not yet 
appear to have created the 
function, contrary to what has 
traditionally been described by 
anthropology as the driving force 
for the development of species. 
 
A brief review of the past 
evolution of the management 
discipline that is now closer to 
what companies need to do to 
better manage their Reputation 
and their Brand will provide an 
insight into the organizational 
dilemma existing at present. 
 
During the nineteen seventies, 
cynics in the United States, where  
the phenomenon originated, said, 
rather in a politically incorrectly 
way, that the discipline of public 
relations was that of the three Bs: 
boozes, bribes & blondes. No 
comment. 
 
In the following decade, PR 
officers gained in professional 
respectability as marketing 
managers incorporated that 
activity within the seven or four 
(depending on the author) Ps of 
companies’ Marketing Mix. The 
large multinationals introduced 
Press Officers in Spain, who, 
reporting to the Marketing 
Manager, endeavoured to obtain 
“publicity”, i.e. mention in the 
media without having to pay for 
the space taken up, as their larger 
colleagues from “advertising” did. 

“The change of 
paradigm in the 

business model of the 
new corporation of the 
XXI century should be 

accompanied by a 
change in the title of 

the person in charge of 
executive management 

of the credibility that 
these new stakeholders 
give companies, which 
are behind the change 

of paradigm” 
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The growth especially of 
exclusively financial press in Spain 
in the late-eighties and nineties 
forced the chairmen and general 
managers of organizations to 
recognise a new executive 
function, that of Communications 
Managers or DIRCOMs, as they 
came to be called, whose original 
and essential purpose was to 
protect the top executives of 
companies from the growing 
scrutiny to which they were 
submitted by that new financial 
press. Naturally, and by 
extension, the work of those 
DIRCOM mushroomed and they did 
not only protect the top 
executives of organizations, but 
also the organizations themselves. 
Communications Managers had 
come into existence and took a 
seat on company Management 
Committees, started reporting to 
the top executives and to enjoy 
and suffer the same privileges and 
responsibilities as their colleagues 
in the traditional management 
areas. 

 
If I may continue with this over-
simplification in the interest of 
matching my argument against 

the last five decades in the 
history of business, the turn of the 
century brought, as explained 
earlier, a change in the paradigm 
of the business model of 
companies and financial 
institutions. The larger the 
number of stakeholders of an 
organization, the greater the need 
of that organization first to 
protect itself from their demands, 
whether environmental, social or 
of any other nature, and later, 
once it had overcome the original 
fear that the emerging groups of 
persons interested in corporate 
activities generated, to establish 
a two-way, constructive, 
enriching dialogue with them all. 
 
The operating environment of the 
business world was changing very 
rapidly and the speed with which 
companies adapted to those 
changes was remarkable. 
Environmental, social, ethical and 
long-term sustainability concerns 
increased sincerely in companies 
and financial institutions. 
Platforms were set up to generate 
meetings and dialogue with 
stakeholders. Environmental, 
social and sustainability reports 
were added to the traditional 
annual report on the economic 
and financial results. And in some 
exemplary cases, they were all 
incorporated in a single report, 
showing that companies and 
financial institutions were publicly 
transforming the single income-
focussed P&L account into the 
Fivefold P&Ls account described 
hereinabove. 
 
Yet the natural organizational 
transformation to that logical, 
intellectual and practical process 
has not yet been made 
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The person responsible for 
relations with all those new 
stakeholders and protecting and 
enhancing the reputation of an 
organization is still, in most 
cases, called the 
Communications Director. A 
name which has become too 
small for the job, like a suit 
made twenty years ago for a 
body that has gained twenty 
kilogrammes since then. 
 
And the seams of that 
metaphorical suit are fraying 
because communicate is the verb 
that defines the action in which 
companies are involved nowadays 
in their permanent dialogue 
relations, that is, talking but 
above all listening to their 
stakeholders. But the purpose of 
that relationship is not 
communication per se but the 
creation, protection and 
enhancement of the company’s 
Reputation. 
 
If this were accepted, there 
would be no need to continue 
calling an activity by a name that 
does not define it correctly or 
correspond to its complex nature. 

It would seem logical to argue 
that the change of paradigm in 
the business model of the new 
corporation of the XXI century 
should be accompanied by a 
change in the title of the person 
in charge of executive 
management of the credibility 
that these new stakeholders give 
companies, which are behind 
the change of paradigm. 
 
Communication is not the 
object, Reputation is. From the 
letter C to the letter R. From the 
Communications Director to the 
Chief Reputation Officer (CRO), 
as it is now called in a very large 
number of multinational and 
international organisations. 
 
And the change is not only 
semantic. The reputational 
capital of an organisation, i.e. its 
Reputation, is, as explained 
above, one of the two most 
valuable intangible assets of a XXI 
century company. On recognising 
a reality of this nature it is 
compulsory to act in 
consequence. 
 
Therefore, the change of name 
must be accompanied also by a 
change of position in the 
organisation chart. 
 
If with the appearance of the 
DIRCOM the executives who took 
on the challenge of meeting the 
needs that gave them a place on 
the Management Committee 
reported hierarchically to the 
“Prince” of the organisation, be it 
the Chairman, Chief Executive 
Officer or General Manager, the 
CRO, in view of the critical 
nature of his new 
responsibilities, must report not 
only to that “Prince” but also to 
the body representing the 
owners of the company, the body 
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that must ensure the protection   
and enhancement of the most 
valuable assets of the organisation 
and their adequate management, 
i.e. the Board of Directors. 
 
This is the link that closes the 
circle of management of 
intangible assets of companies 
and financial institutions, 
handling of the critical relations 
with stakeholders that are 
critical for the business, building 
and protection of the company’s 
Reputation, which, just like the 
reputation of any individual, takes 
years to build and can be 
destroyed irreparably in a matter 
of seconds. 
 
In short, this transit is 
represented by the change of 
focus from the C to the R, from 
the Communications Manager to 
the CRO and reporting from the 
Management Committee to the 
Board. 
 
The corollary of the entire 
argument so far is that this new 
paradigm of the business model of 
XXI century corporations, in which 
stakeholders become decisive, 
opens the doors so that access to 
the “Prince’s” throne is no longer 
necessarily via the traditional 
channels of operations, 
commercial and marketing or 
finance. 

If the essential occupation of the 
“Prince” is to seduce the 
stakeholders that are critical to 
the business, who better than 
the CRO, why not, to see after 
this responsibility. With vision 
and credibility, believing in what 
he does and making onlookers 
believe in it, while putting 
across a top-level “political” 
message to stake that company’s 
long-term claim to a place within 
society as a prominent, 
respected member of the 
community. 
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“The Chief Reputation 
Officer (CRO) must 
report also to the 

Board of Directors” 
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Leading Communications Consultancy in Spain and Latin America 

 
LLORENTE & CUENCA is the leading communications consultancy in Spain and Latin America. Its thirteen partners and more than 250 professionals 
provide strategic consultancy services to firms in all sectors operating in the Spanish and Portuguese-speaking world. 
 
It has offices in Argentina, Brazil, Colombia, China, Ecuador, Mexico, Panama, Perú, Portugal and Spain and also offers its services through affiliates 
in Bolivia, Chile, Uruguay, the United States and Venezuela. Three factors enable it to act globally – its network of offices, its membership of AMO, the 
world’s leading financial communications network, and its strategic alliance with APCO, the world’s number one consultancy on public affairs. 
 
LLORENTE & CUENCA is a member of the Leading Brands of Spain Forum and participates in the United Nations Global Compact. It has also signed a 
strategic agreement with the Economic and Social Research Centre Foundation at the University of Barcelona.  
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d+i is the Centre for Ideas, Analysis and Trends at 
LLORENTE & CUENCA.  
 
We are living in a new macroeconomic and social 
environment in which communication has to keep up 
and make progress. 
   
d+i is a global combination of contacts and shared 
knowledge that identifies, focuses and transmits new 
paradigms for communication from an independent 
viewpoint.  
   
d+i is a constant flow of ideas that anticipates new 
trends in business information and management. 
 
d+i LLORENTE & CUENCA exists because reality is 
neither black nor white.   


