





involvement as global corporate citizens coincides with the growing movement of corporations
seeking to create shared economic and social value and the increase in social and sustainability
reporting by corporations. The emphasis on creating shared value has been promulgated by
Porter and Kramer (2006, 2011) and their consulting firm FSG. More and more corporations are
embracing the concept of shared value and are searching for guidance on how to make the
business case for such initiatives and how to measure the economic and social impact of these
investments (Porter, Hills, Pfitzer, Patscheke, & Hawkins, 2011). Standard business performance
indicators do not account for the outcome and impacts from shared value initiatives;
consequently, new measurement models are needed (Porter et al., 2011; Tideman, Arts, &
Zandee, 2013). Companies like Unilever and Nestle are leading the field in developing
measurement solutions for shared value initiatives.

Although the relationship between corporate social responsibility (CSR) and financial
performance has received much research attention, measures of social value are generally
underdeveloped and there is a dearth of research that addresses the need of managers to
understand the impact of their social investments (Ebrahim & Rangan, 2014). This study
addresses that need by exploring the performance indicators and metrics used by corporations to
measure their social performance and impact. It compares measurement theory with current
practice and makes recommendations for increasing the effectiveness of social performance
metrics. Additionally, this study examines the alignment of corporate social performance
indicators with the UN Sustainable Development Goals.

Pursuit of the Sustainable Development Goals offers corporations a unique opportunity to
create shared value in the communities in which they operate and to expand into new markets.

The Business Commission on the SDGs, comprised of 35 business, academic, and civil society

78



leaders including the CEOs of Unilever, Mars, and JP Morgan Chase, identified the 60 fastest
growing market opportunities associated with the SDGs and estimated that $12 trillion of market
activity can be realized by 2030 by achieving the SDGs. Fifteen of these opportunities take place
in four economic systems—food and agriculture, cities, energy and materials, and health and
well-being—and will account for 50% of the growth (Business & Sustainable Development
Commission, 2017). The Commission also predicts that first movers “who have already aligned
their resource use and workforce management with the Global Goals will have a 5 to 15-year
advantage on the sustainable playing field” (Business & Sustainable Development Commission,
2017, p. 17). Several of the companies researched in this study have, in fact, communicated the
alignment of their sustainability commitments with the SDGs.

This study examines the most recent sustainability reports of corporations that seek to
create shared value and are recognized for being good corporate citizens. Using long-term
sustainability goals as a proxy for social involvement, it analyzes the corporate sustainability
commitments and measures for the year 2020 and beyond. This research reviews the types of
metrics—activities, outputs and impacts—and investigates the measurement challenges
experienced by these organizations. By reviewing the sustainability goals by industry sector, the
study determines the strategic priorities and alignment with the SDGs for the eight industry
groups. Specifically, the study advances our understanding of the measurement of corporate
social initiatives by answering the following research questions:

1. What are the strategic sustainability priorities and trends across industry sectors?

2. What are the long-term commitments of corporations to sustainable development and
what are the performance indicators used to measure these commitments?

3. To what extent do the corporate sustainability commitments support the UN’s
Sustainable Development Goals?
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4. What are the major challenges for corporations in measuring social value?

5. What are some of the ways corporations are overcoming the obstacles to measuring
social value?

In the next section we further review the topics of CSR reporting, shared value initiatives, the
SDGs and the measurement of social initiatives. We then present the qualitative methodology
used for this research, our analysis and findings. We conclude with a discussion of implications
for corporate managers and recommendations for a research agenda for this important topic.

Literature Review

Sustainable Development and Corporate Social Responsibility Reporting

Corporations and researchers use several different terms to refer to environmental and
social reporting. ESG, sustainability, CSR, corporate citizenship, social reporting, and many
others (Maas & Liket, 2011) all refer to corporate disclosure of “an action that appears to further
some social good, beyond the interest of the corporation and that which is required by law”
(McWilliams & Siegel, 2001, p. 117). Sustainability commitments go beyond a firm’s
shareholder profit-seeking objectives and addresses the concerns of a wider group of
stakeholders—stakeholders who may ultimately determine a firm’s success or failure in a
particular market (Buchholz & Rosenthal, 2005; Freeman, 1984). This sentiment builds on
stakeholder theory (Freeman, 1984), the most widely used theoretical framework for CSR
research (Searcy, 2012). Stakeholder theory argues that corporations have obligations to
individuals and groups both inside and outside of the organization, which include employees,
shareholders, customers, suppliers, and the wider community in which they operate (Freeman,
1984).

An increase in sustainability and social reporting stems from pressure from regulatory

agencies and activist groups as well as the need to show stakeholders that the organization is a
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good corporate citizen, which, in turn, should help the corporation reap the benefits of an
improved corporate reputation and keep the activists at bay. To facilitate this increased reporting,
several reporting platforms have been developed over the last few decades such as the Global
Reporting Initiative (GRI) and the investment group, KLD. Reporting platforms play a large part
in shaping what is reported and drive isomorphic reporting practices among firms. For example,
The GRI-4 standards specify stakeholder engagement, CEO involvement and specific disclosures
regarding environmental impacts, labor practices, human rights, community involvement, and
product responsibility. This public information can serve as standards for comparisons among
other firms, and industry coalitions are often formed to establish uniform standards. Coca-Cola,
Pepsi, and Dr. Pepper, for example, have all agreed to a 20% reduction of calories in their soft
drinks by 2020.

The United Nations Global Compact, initiated in 1999, is “a framework for businesses
that are committed to aligning their operations and strategies with ten universally accepted
principles in the areas of human rights, labour, the environment and anti-corruption. As the
world’s largest, global corporate citizenship initiative, the Global Compact is concerned with
exhibiting and building the social legitimacy of business and markets” (UNEP, 2009).

Creating Shared Value

The concept of shared value challenges the way we think about profits, philanthropy,
sustainability and development. The work of Porter and Kramer (2011) on creating shared value
has begun to help organizations think differently about combining economic and social benefits
and holds promise for further study on this topic. While Porter and Kramer (2006, 2011) and

their management consulting firm FSG have popularized the concept, the tenets of shared value
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have existed for decades. Prahalad and Hart (1999) discussed the role of multinationals in
sustainable development at the bottom of the pyramid.

Porter and Kramer (2011) define the concept of shared value as “policies and operating
practices that enhance the competitiveness of a company while simultaneously advancing the
economic and social conditions in the communities in which it operates” (p. 2). They suggest
that shared value initiatives are created in three ways: 1) reconceiving products and markets to
meet societal needs such as improved nutrition, education, health, and general well-being; 2)
redefining productivity in the supply chain such as investing in training and resources for small
farmers to create high-quality suppliers and enhance sustainability; and 3) enabling the
development of fair and open markets by partnering with governments, academic institutions,
NGOs, and other public and private organizations to form clusters to address market needs such
as infrastructure and technical capabilities (Porter & Kramer, 2011).

Porter and Kramer (2011) make a distinction between CSR and shared value initiatives.
CSR initiatives are designed mainly to enhance the reputation of companies and are, therefore, a
necessary expense. Shared value initiatives, on the other hand, expands the total pool of
economic and social value by meeting societal needs. In the literature, however, some initiatives
that are labeled CSR do, in fact, meet Porter and Kramer’s definition of shared value.
Furthermore, a large portion of the research dealing with measurement practices refer to the
measurement of CSR initiatives or corporate social performance (CSP). Consequently, this study
does not make a distinction between the terms CSR and shared value initiatives. It does,
however, focus on initiatives that could be considered shared value by Porter and Kramer’s

definition.
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The Challenge of Measurement

In theory, shared value initiatives “will be data driven, clearly linked to defined
outcomes, well connected to the goals of all stakeholders, and tracked with clear metrics” (Porter
& Kramer, 2011, p. 76). However, implementing and measuring shared value initiatives is a
difficult task and organizations and partnerships are looking for guidance in this area (Rahbek,
2013). As discussed, organizations that use measures and metrics on an ongoing basis to
understand how their products and services affect the intended beneficiaries are expected to
achieve a high level of social value.

Research by Citi Foundation, Tufts University and Monitor Institute (2014) suggests that
the measurement of social initiatives is both crucial and difficult. The lack of standard
performance indicators makes comparisons difficult. Often, when objective quantitative data is
used, it is not because it is the most effective measure, but because it is the easiest to determine
with the data available. Consequently, corporations measure inputs and activities such as the
amount spent on community endeavors, the number of employee volunteer hours, or the total
number of people trained or involved in a particular initiative or activity without any meaningful
assessment of the effectiveness or impact of the activity/initiative. Corporate managers decry the
lack of effective measures and have identified measurement as one of the major challenges in
social reporting (Searcy, 2012).

Business and the SDGs

The 17 Sustainable Development Goals build on the United Nations Millennium
Development Goals of 2000-2015. One of the lessons learned from the Millennium Development
Goals is that private sector involvement is critical for the achievement of targets such as those

dealing with employment, the environment, and the delivery of key services (Atal, 2015).
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Consequently, The UN Global Compact, the world’s largest sustainability initiative with more
than 12,000 corporate participants, solicited private sector involvement during the planning and
development of the SDGs. Input from technology companies was sought to develop tools to help
monitor the progress. The SDGs offer an inclusive agenda and provide indicators and targets for
countries and corporations to adopt based on their priorities. The 17 goals involve new areas
such as climate change, economic inequality, innovation, sustainable production and
consumption, and peace and justice (UNPD, 2017).

Involvement in the development space is not a core competency of most corporations;
consequently, they must rely on partnerships with governments and the public sector to achieve
sustained impact. With proper alignment, this involvement has the potential to help corporations
move into developing markets and companies can benefit from the emphasis on infrastructure
and technology proposed by these goals. Emphasis on environmental sustainability, technology,
and skills development will reap direct benefits to multinational corporations. Since these
benefits vary by industry sector, the focus for involvement in the SDGs will also vary by
industry.

In summary, while previous studies have elaborated on sustainability reporting, there is still
much unknown about corporate commitments to sustainability, how they relate to overall
corporate strategy, and how corporations measure their shared value and their contributions to
sustainable development. This study draws on corporate sustainability commitments for 2020
and beyond to investigate these issues. Publicly-stated sustainability goals will serve as an
important driver for corporate sustainability activity over the next decade and these goals are

used as an analytic anchor to study performance indicators and measurement in social reporting.
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Methodology

This study uses content analysis to examine the measurement and reporting practices for
corporate social initiatives. Content analysis is a “research technique for making replicable and
valid inferences from data according to their context” (Krippendorff, 1980, p. 21) and is often
used in assessing corporate sustainability disclosures (Campopiano & Massis. 2015; Milne &
Adler, 1999). This method allows researchers to gather otherwise unavailable information, and
generally affords greater reliability and replication of results (Campopiano & Massis, 2015;
Potter & Levin-Donnerstein, 1999). Thematic content analysis, which utilizes pre-determined
coding categories, was used to explore topics related to their long-term goals and commitments
and sustainability measurement and reporting practices. Specifically, information collected for
each company included: goals and performance indicators for 2020 and beyond, headquarters
location, revenue, operating profit, charitable contributions (cash and non-cash), employee
volunteer hours, reporting framework used, strategic priorities for sustainability, social and
environmental standards used, SDG involvement, membership in United Nations Global
Compact, other memberships, partnerships and measurement examples. Some reports did not
contain all of the information.

The aim of the study is to assess the strategic sustainability priorities, measurement
practices, and the alignment with the global goals; consequently, the quantity and quality of
environmental and social performance indicators and long-term sustainability commitments for
2020 and beyond were of primary interest for this research. Company websites and other public
documents were used to obtain information that was not contained in the sustainability reports.
In cases where long-term goals were not stated in the report or on the website (about five), the

lead researcher used current year performance metrics as a proxy for sustainability commitments.
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The companies selected for this study were companies on Fortune’s 2016 Change the
World Index and the Dow Jones Sustainability Index (DJSI) Industry Group Leaders. The
Change the World Index consists of 50 Companies with annual revenues of $1 billion or more
which “have had a positive social impact through activities that are part of their core business
strategy” (Fortune, 2017). This list was chosen because the criteria for inclusion on the list—
social and economic impact—are closely aligned with the goals of this study. Other lists, such as
Ranker Top Socially Responsible Companies, are often based on reputation and are "highly
influenced by the corporation's size, age, and access to the mass media, as well as by the
experience of the respondent in the business” (Abbott & Monsen 1979, p. 503). The Fortune
companies were evaluated and ranked by 1) measurable social impact, 2) economic benefit of the
social initiative, and 3) the degree of innovation (Fry & Leaf, 2017). The DJSI Industry Group
Leaders represent the highest scoring firm for each of the 24 industry groups comprising the
DJSI. The list represents leading sustainability-driven companies throughout the world based on
RobecoSAM’s analysis of financially relevant environmental, social and governance (ESG)
factors and S&P DJI index methodology. Three companies (Unilever, Nestle, and DSM) were on
both lists.

The GRI database or the company website was used to locate the most recent
sustainability report for the 71 companies on the two lists. An English sustainability report could
not be located for five of the companies on the Change the World list, so the final sample
consisted of 66 companies. The most current report included 27 reports for 2016, 28 reports for

2015, and 3 reports for 2014.
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Data Analysis

GRI Reporting Framework. The companies are grouped by industry sectors based on
the Global Industry Classification Standard (GICS) with related secondary classifications
grouped together. Research has shown that company reporting practices may vary by industry
(Alonso-Almeida, Llach, & Marimon, 2014). All except three companies in the financial sector
used the GRI reporting framework (95%); all of the DJSI group leaders used the GRI reporting
framework (Table 3). Twenty-three, or 35%, of the companies are headquartered in the U.S.; 43,
or 65%, are located outside of the U.S.

UN Global Compact and SDG involvement. Table 3 also shows the companies that are
part of the United Nations Global Compact and those that have indicated their commitment to
support the SDGs. The majority of the companies (70%) are part of the UN Global Compact. Of
the 46 companies that have signed on to the UNGC, 39 or 85% of them have also publicly
committed to supporting the SDGs. There were 12 companies (18% who were not involved with
the UNGC but indicated a commitment to work towards the SDGs. These figures suggest that
corporate involvement in the UNGC is associated with a public commitment to support the
SDGs. However, most of the companies in the healthcare sector (71%) are not part of the
UNGC, but 86% of the healthcare companies have pledged their support for the global goals. It
is not surprising because of the need and emphasis on health outcomes in developing countries.
Only 45% of the corporations in retailing and consumer services, like Walmart and Starbucks,
have indicated involvement with the SDGs. This may be because these businesses do not operate
in many of the developing countries targeted by the SDGs. Several companies indicated how
each of their sustainability goals aligned with the 17 SDGs. Figure 4 is an excerpt from Coca-

Cola’s report.
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Table 3. Company Summary
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The Coca-Cola Company sees the value meeting the Sustainable Development Goals will
bring to the world, business, and most importantly, to those afflicted by poverty. We are
committed to supporting meaningful programs and partnerships that help communities

achieve these necessary goals, building a better world for 2030 and beyond.

NO
POVERTY

QUALITY
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Together with our bottling Developing a fortified Improving health systems Supporting learning inside Enabling the
partners, providing jobs Juice product to give across Africa with our and outside the classroom empowerment of 5 million
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globally vitamins and minerals Project Last Mile Foundation 2020

Figure 4. Coca-Cola Sustainable Development Goals

In regard to headquarters location, t-tests were conducted to compare the participation
rate for U.S. and non-U.S. companies in the Global Compact and in stated commitments to the
SDGs. There was no significant difference in the commitment to the SDGs for U.S. companies
(M =.75) and non-U.S. companies (M =.79; t = 2.11, p > .05). The difference in Global
Compact membership for U.S. (M =.54) and non-U.S. companies (M =.79; t = 2.11, p <.05)
was, however, significant.

Performance Indicators. The GRI contains standard economic, environmental and
social performance indicators. Economic indicators include economic performance such as
operating profit and indirect economic impacts. Environmental indicators include: 1) energy
consumption and intensity, 2) water withdrawal, 3) direct and indirect greenhouse gas emissions
and intensity, 4) effluents and waste, 5) environmental impact of products and services, 6)
impact of transporting materials and employees, and 7) supplier impact assessments. The topics
under the social category cover: 1) labour practices (i.e., health and safety, training, diversity,

equal pay, supplier labour practices, and grievance mechanisms), 2) human rights (child labor,
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forced labor, supplier human rights assessment), 3) society (anti-corruption, community
engagement, political contributions), and 4) product responsibility (labeling, consumer health
and safety, third party certification, customer privacy). GRI includes both quantitative and
qualitative indicators. Environmental reporting is mainly quantitative and has more developed
measures. With the exception of the quantitative measure related to employee safety, training,
and diversity, the social indicators are more varied and difficult to quantify. This challenging
area of measurement is the main focus of the remainder of this study.

The Measurement of Social Indicators

The GRI format allows the organization to decide what is important to them—their
material aspects—and to decide what indicators they will report. An examination of the reports
highlights the voluntary and discretionary nature of the reporting. For example, GRI requests the
percentage of new suppliers assessed according to environmental criteria. Skandia, an insurance
and investment company, noted a partial report for that indicator in their index of performance
indicators; Coca-Cola, on the other hand, omitted that indicator from their index, although they
did discuss supplier assessments in the narrative portion of their report.

Reflecting the GRI performance indicators, corporations frequently discussed goals
around environmental performance; the sourcing of raw materials and inputs for production;
employee safety, training and diversity; product innovations that lead to positive environmental,
health, or society impacts; compliance with ethical principles and human rights standards; and
community initiatives in the areas of health and well-being, education, employment and
economic empowerment. Table 4 shows the number and category of goals by industry groups.
The industries with regular and frequent contact with the public (i.e., food & beverage and

retailing) have more goals per company and a greater variety of goals.
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increasing the capacity of their partners to measure program outcomes (Johnson & Johnson,
2016, p. 30). Similarly, Accenture committed to increase their focus on the successful transition
from skill-building programs to sustainable jobs and businesses, and improve their “collective
ability to measure and report on these outcomes.” The following section highlights some of the
approaches corporations are using to measure their social initiatives and sustainability efforts in
the area of small-holder suppliers, human rights and community engagement.

Measurement Efforts and Approaches

Corporations are turning to partnerships with NGOs and forming industry coalitions to
build capacity in measuring social outcomes and impacts. The following approaches were used
by the companies studied and are illustrative of some of the approaches corporations are
investigating and using in their effort to improve the quality of measurement for social
initiatives.

Social Life Cycle Assessment. Social life cycle assessment (S-LCA) is a method of
quantitatively assessing the social and socio-economic aspects of products and services and
“their potential positive and negative impacts along their life cycle encompassing extraction and
processing of raw materials; manufacturing; distribution; use; re-use; maintenance; recycling;
and final disposal” (ISO 26000, 2017). Life cycle assessment (LCA) has been used for several
years to assess environmental impacts and was discussed in the reports of several companies
such as such as Becton Dickson, Panasonic, and DSM. The United Nations Environmental
Programme (UNEP) seeks to extend life cycle methods and practices to social and socio-
economic impacts in order to complement environmental LCA, and published a guidebook for
companies in the use of S-LCA. The guidebook “provides an analysis and description of the

current practice of social Life Cycle Assessment (S-LCA) as well as a methodology and suggests
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social impact categories linked to key stakeholder groups such as workers, consumers and local
communities” (UNEP, 2009). Experts contend that S-LCA is intended to inform decision making
regarding incremental improvements but “does not itself provide a breakthrough solution for
sustainable consumption and sustainable living” (UNEP, 2009).

Impact 2030. IBM is a founding member of Impact 2030 which is a business-led
coalition of leaders from corporations, the United Nations, academic institutions, civil society,
and philanthropic organizations with the goal of aligning corporate volunteer efforts around the
Sustainable Development Goals and developing robust measurement tools and metrics. “These
tools, metrics, and taxonomy will be based on existing data, a common understanding of current
state-of-the-art in social impact measurement, and it will be evidence-based informed” (IBM,
2015, p. 7).

London Benchmarking Group (LBG). Inditex uses the LBG measurement model to
classify and measure community investments based on the depth and type of impact. Depth
refers to the effects of projects on beneficiaries in three categories: connection - the number of
people reached by an activity who can report some limited change as a result of an activity;
improvement - the number of people who can report some substantive improvement in their lives
as a result of the activity; and transformation - the number of people who can report an enduring
change in their circumstances, or for whom a change can be observed, as a result
of the improvements made. Beneficiaries can experience three types of impact: behavior or
attitude change; improvement in skills or personal effectiveness; and improvements in quality of
life or well-being.

Health Calculator. Skandia, one of Sweden’s largest banking and insurance groups,

partnered with Uppsala University to develop a Health Calculator. The scope and costs
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associated with risk factors are shown by the calculator, which was developed to quantify the
importance of preventive health work. Using the tool, it is possible to calculate the long-term
costs of ill-health along with the socio-economic savings that can be achieved by adopting a
healthier lifestyle. Calculations show that “if Sweden were to achieve a 1% decrease in smoking
during a five-year period, 202 cases of lung cancer and 27 cases of stroke would be avoided. It
would reduce costs for employers and society as the cost for a single stroke is estimated to be
roughly SEK 1 million [nearly $113,800] per year” (Skandia, 2015, p. 34).

Smallholder Livelihoods Assessment. Unilever is committed to helping 500,000
smallholder farmers to increase their yields and livelihoods and recently piloted a survey
measurement tool to gauge their impact on small farmers. The assessment was developed in
collaboration with Sustainable Food Lab (SFL), the Committee on Sustainability Assessment,
and the Rainforest Alliance. Unilever provides training and funding to the farmers and the tool
will help to determine the effectiveness of the company’s investment and help to identify areas
that need to be addressed. The tool can be tailored for various country contexts. The first
assessments have been done in Kenya, Madagascar and Indonesia.

The Social Benefit-Cost Analysis Approach. The social benefit-cost analysis, also
known as social return on investment (SROI), takes into account both the positive and negative
returns to the firm and the communities in which it operates by accounting for the externalities.
Externalities refer to costs or benefits that affect a party that did not choose to incur the cost or
benefit, and exist when the private costs and benefits do not equal the social costs and benefits
(Buchanan, 1962). Negative externalities occur when a production or consumption activity
imposes a negative effect on an uncompensated third party. Positive externalities are positive

effects that are imposed on an unrelated third party. Air pollution is an example of a negative
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externality created during the production process. Examples of positive externalities include
investments in education and infrastructure (Maltz, Thompson & Ringold, 2011). The
externalities approach to assessing CSR and financial performance seeks to give a more
comprehensive view of the consequences of a firm’s activities.

Partnerships and Impact Measurement

Sustainability reports indicate that many of the social and environmental initiatives
undertaken by corporations are done in conjunction with NGO partners and coalitions of
companies within a particular industry. In many cases, NGOs who have served as whistle
blowers for corporate violations are the same ones that are working with firms to orchestrate
solutions. Oxfam, for example, accused Coca-Cola and Pepsi of taking land from the poor in
2013 to make room for sugar crops (Oxfam, 2013). In their 2015 Sustainability Report, one of
Coca-Cola’s commitments was to “conduct 28 country-level human rights due diligence studies
focused on land rights, child labor and forced labor by the year 2020, in accordance with our
agreement with Oxfam (Coca-Cola, 2015, p. 20).” Similarly, Starbucks partnered with
Conservation International (CI) to improve conditions and support for coffee growers in Chiapas,
Mexico only after an antagonist relationship where CI threatened to boycott the company
because of practices that adversely affected small-holder coffee farmers (Perez-Aleman &
Sandilands, 2008).

Oxfam is also partnering with Unilever’s Surf brand to improve the lives of women.
“Oxfam’s expertise in providing water and women’s rights means we are in a strong position to
pioneer a new and effective approach. We have already seen strong results from our pilot
projects and working with Unilever will help us achieve far greater scale and impact,” said Alex

Lankester, Head of Corporate Partnerships at Oxfam (Oxfam, 2017).
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Many of the partnerships with NGOs, academic institutions and development agencies
are designed to assist firms in their efforts to measure social impact. Proctor & Gamble estimated
that they prevented 115 million days of disease and saved over 14,000 lives from 2007 to 2013
with their PUR sachets distributed through their children’s safe drinking water program. The
study was conducted in conjunction with Population Services International and Aquaya Institute
and the methodology included five controlled studies involving over 25,000 subjects (Procter &
Gamble, 2016). Most firms do not have the resources or the desire to conduct such extensive
research studies in order to demonstrate their social impacts and are looking for more cost
effective ways to measure the impact of their social initiatives. Acumen, a non-profit impact
investment organization, has developed a technique called “lean data” which collects data from
beneficiaries using short mobile phone surveys. Initiatives such as this show promise for
simplifying the data collection process necessary to measure social impacts.

Sector alliances, collaborative efforts among firms and development organizations have
been formed to develop sector-and industry-wide measures. For example, CocoaAction’s
Progress Report details the importance of collaboration among companies such as Nestle, Mars
and Hershey to develop uniform measures for the cocoa sector.

Discussion and Conclusion

This study examined the performance indicators and long-term commitments of 66
corporations considered leaders in environmental and social initiatives. It revealed that many of
the social performance indicators are actually measures of corporate activity and outputs rather
than measures of outcomes and impacts. This research also revealed a general dissatisfaction
among leaders with the current state of measurement for social initiatives. This is evidenced by

the newly formed industry coalitions to improve measurements, such as Impact 2030 which

99



seeks to develop “robust measurement tools and metrics” around volunteer initiatives. Corporate
goals that specifically address measurement issues also signal the dissatisfaction with current
measurement processes. Effective measurement of social initiatives not only allows companies to
understand how their activities affect communities, but measurement data is essential in
unlocking opportunities for creating additional economic and social value. Ignoring these
opportunities can negatively affect the company’s bottom line as well as shortchange
communities of needed innovations (Porter et al., 2011).

Figure 5 summarizes the drivers, considerations and approaches for measuring social
value. These drivers, considerations and approaches, which are discussed below, represent best
practices from companies studied and from current research.

Drivers for Change in Measurement and Reporting

Reporting and measurement practices are influenced by both internal and external forces.
As corporations assess their sustainability needs and growth opportunities, they are drawn to
resource-rich developing countries for both natural and human resources as well as untapped
market potential. Developing country markets are characterized by undeveloped institutions,
poor infrastructure, and increasing demands for social involvement by corporations (Hadjikhani
et al., 2012). These markets call for innovative products and business practices and effective
measurement is essential to inform decisions and business strategy.

External drivers for a change in measurement and reporting practices include the
reporting structure, stakeholders, industry standards, and NGOs. The GRI reporting framework,
which is the most widely used sustainability reporting platform, exerts a powerful influence for

change since corporations will tend to focus on performance indicators that are publicly reported.
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Drivers for Change
Internal Forces
- Sustainability needs
- Growth opportunities
External Forces
- Global Reporting Tnitiative
- UN Global Compact
- Stakeholders
- NGOs
- Industry standards

Measurement Considerations

Business Case for Social Involvement
- Reconcerving products and markets
- Redefining productivity in value chain
- Enabling cluster development

Target of the value
- employees
- suppliers
- community
- company

Level of Measure
- program level
- organization level
- society level

Type of measure
- Inputs
- Activities
- Outputs
- Outcomes
- Impact

Approaches to
Measurement

Social Life Cycle Assessment
London Benchmarking Group

Smallholder Livelihoods

| Assessment

Social Benefit-Cost Analysis

Balance Scorecard

Reliable, Comparable & Valid Measures

Figure 5. Measuring Social Value
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GRI seeks to promote uniform metrics and standards and has been adopted by 92% of the
world’s 250 largest corporations (GRI, 2017) and 97% of the companies in this study. The GRI
supports the principles of the UN Global Compact and encourages corporations to report their
efforts to support the Global Compact and the SDGs. Industry-backed standards, however, have
been criticized as being weak and an effort to dilute stricter certifications (Chatterji & Levine,
2006).

Measurement Considerations

Several considerations companies must be concerned about as they seek to improve their
measurement processes for social initiatives are depicted in Figure 5. The primary consideration
is the business case for the social initiatives. There should be a clear link between the social
initiative and the company’s business strategy. Porter and his colleagues (2011) propose that
companies can unlock new value from measurement through a feedback loop, depicted in Figure
6, resulting from an iterative process which involves: 1) identifying the social issues to target, 2)
making the business case, 3) tracking progress, and 4) measuring results and using insights to
unlock new value.

Once the company identified the social issue to target, consideration must be given to the
various stakeholder groups likely to be impacted by the initiative and the expected value to be
created for each group. Initiatives focused on the community may reap benefits for customers,
suppliers, and employees, especially when these groups are invited to participate in the initiative.

Measurement may take place on the program level, the organization level, the society
level, or at all three levels, and should include both economic and social indicators. At the

program level, performance indicators should track business costs and revenue increases
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Identify the social issues
to target Track progress

Strategy

X0

Measurement

7 0\
A\

(33 (2)

Measure results and use Make the business case
insights to unlock new value

Figure 6. Integrating Shared Value Strategy and Measure

(Source: Porter, M. E., Hills, G., Pfitzer, M., Patscheke, S., & Hawkins, E. (2011). Measuring
shared value: How to unlock value by linking social and business results.)

resulting from the initiative as well as community outcomes such as improved job skills,
improved sanitation, or jobs created. On the company level, quantitative indicators such as
revenue, cost, risk, brand value, customer attraction and retention, and improved reputation may
be tracked. Qualitative measures, such as improved access to capital and license to operate, may
also be assessed. Social value is more difficult to assess because social outcomes may be affected
by a wide range of variables that are unrelated to the initiative and value may accrue at different
time periods. Short-term, intermediate and long-term indicators can be used for on-going
monitoring and evaluation. Intel, for example, uses easy, short-term measures such as the
number of teachers and students trained and technology sales as well as intermediate indicators
of teacher and student engagement to assess the effectiveness of its Education Transformation
strategy. Indicators of student achievement and job preparedness are also important measures but

may take years to unfold (Porter et al., 2011). Measuring social outcomes for large populations

may be achieved by assessing smaller samples of the population (Porter et al., 2011).
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As discussed earlier, performance indicators that measure company inputs, activity and
outputs such as dollars spent and volunteer hours are important for tracking internal metrics;
however, social measures cannot stop here. Measurements that are linked to the program goals
and focus on the outcomes and impact of corporate social efforts offer a better assessment of the
effectiveness of social initiatives and a more thorough estimation of social value. For example,
companies like Unilever and General Mills have goals to improve the livelihoods and well-being
of smallholder farming communities. Performance indicators used to measure the social impact
for these initiatives will include increased yields per farmer as well as increased access to
markets and improved income levels.

Approaches to Measurement

Corporations are using various approaches to measure social value including Social Life
Cycle Assessment, London Benchmarking Group methodology, Unilever’s Smallholder
Livelihoods Assessment, Social Benefit-Cost Analysis, and Balance Scorecard approaches. In
some cases, corporations use multiple approaches to target different stakeholders and drive
results. The Coca-Cola Sustainability Report describes their efforts in the area of human rights
(Coca-Cola, 2015):

Supplier engagement on human rights can have a measurable—even dramatic—

impact. In India, we’ve employed a multipronged strategy including top-level

management engagement, industry engagement, internal compliance scorecards,

supplier training, supplier capacity building and a supplier awards system. As a

result, suppliers in India have moved from a 6 percent level of compliance to the

Supplier Guiding Principles in 2007 to a 98 percent level at the end of 2014. (p.

23)

While corporations may use multiple approaches to driving and measuring social
performance, there is a danger in the proliferation of measurement schemes. Effective social

measurement requires measures that are reliable, valid and comparable. Multiple measures will

likely reduce comparability, and become a source of confusion for consumers. Chatterji and
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Levine (2007) suggest that the proliferation of measures may allow poor performers to design
their own metrics and give themselves passing marks in an effort to deceive customers and other
stakeholders.

It appears that the GRI reporting platform has not kept up with the needs of corporations
in the area of social reporting. The social performance indicators are mainly concerned with
labor issues related to employee safety, training, and diversity and do little to help corporations
measure the outcomes and impact of community initiatives. Consequently, corporations are
turning to alliances, partnerships and consultants to fill this void.

Future Research

This study serves to beckon researchers to give further attention to this growing need of
corporate managers. The SDGs has served as a galvanizing force for corporations and
stakeholders to work together for a greater common cause. What may have started as mimetic
behaviors for some corporations has now evolved into a change in the way corporations operate.
Organizations like Nestle and Unilever have woven the tenets of shared value into their cultures
and their CEOs serve as ambassadors to encourage others to join the movement. Still these
leaders in creating shared value are challenged to develop effective measurement processes for
social initiatives.

Researchers can assist corporations in developing reliable, valid and comparable
measures. Developing countries pose several contextual gaps that make data collection and
measurement very challenging. While this study looked at the number of measures per company
and industry, more measures are not necessarily better. Corporations must carefully consider
what and how they will measure to make sure that the right metrics and the most effective

approaches are chosen. Consequently, the components listed in Figure 5—the drivers of change
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in measuring and reporting social initiatives, measurement considerations, and approaches to
measurement—serves as a research agenda for future research on this vital topic. Researchers
can also assist SMEs to adapt and apply some of the best practices of larger corporations in a
manner that accommodates their resource constraints.

Focusing on 2020 and beyond does not account for corporate contributions toward the
SDGs that have already been accomplished. Indeed, corporations use sustainability reports
primarily to summarize the accomplishments to date. Since this paper focused on the
performance indicators used to measure corporate initiatives towards the SDGs, previous activity
was not taken into consideration except to the extent that it illustrated measurement processes.
The performance indicators studied may not include all of the key performance indicators for a
corporation since our review covered the goals contained in the corporate reports. Several
corporations had regional reports as well—any additional goals reported in these regional reports
were not included in this study. The goals reported in the corporate reports, however, appeared to
be comprehensive and inclusive. Future research may want to examine past accomplishments
and their implications for future measurement practices.

Global competition creates pressures on both the private and public sectors to constantly
learn and continuously improve. Consequently, performance measurement has taken on a
significant role in organizations and largely determines resource allocation and the fate of
business units and individuals. In their never-ending quest for sustainable competitive
advantage, multinational corporations are increasingly turning to partnerships, coalitions,
consultants and academic researchers as a source of assistance and guidance with these vital

processes.
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Chapter 5
Conclusion

Corporations are increasingly becoming involved in initiatives that create social and
economic value in the communities in which they operate, and it makes good business sense to
do so. Expansion into BOP markets can be difficult, though, because of the contextual gaps such
as poor infrastructure and unreliable energy sources. Executives realize that without investments
in these areas, their ambitions for growth will be thwarted. By making social investments in
developing countries, corporations can gain sustainable sources for their raw material as well as
human resources. Consequently, many of the social efforts in these markets are driven by
business rather than altruistic motives, and as such, these activities will continue to demand
attention from corporate leaders. In fact, the growing levels of support for the Sustainable
Development Goals suggests that these efforts will become even more important and intense
over the next two decades. Managers have turned to NGOs for help and this research has
provided insights for future researchers and business managers for creating and measuring shared
value initiatives in developing country environments utilizing cross-sector partnerships.

All three of the preceding studies demonstrate the urgency and the challenges of MNEs in
their efforts to secure their future by creating sustainable products and services. Most of their
future grow will take place in developing countries and cross-sector partnerships
will play a significant role in their business networks. The study on the New Breed of NGOs
demonstrates that corporations have to rethink how they engage with NGOs with a market-based
approach. As more and more NGOs adopt this approach, MNEs must also change from a CSR
mindset and view recipients as consumers rather than beneficiaries. As American Standard

discovered, doing so can reap shared economic and social value. The case study with American
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Standard and their NGO partners demonstrates how MNEs can profitably serve BOP consumers
and outlines the processes and mechanism involved in MNE-NGO partnerships that facilitate
market entry. Finally, this research contributes to the literature on sustainable development by
offering a framework for improving the measurement of social initiatives and an agenda for

future research.
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Appendix — Individuals Interviewed

Name Organization/Country | Type of Interview Date
Jim McHale, V.P., Research, | American Standard, U.S. | Telephone November 19, 2015
Development, & Engineering
Yi Wei, Director—Global iDE, Bangladesh Skype November 11, 2015
WASH Initiative
Jess MacArthur—iDE iDE, Bangladesh Telephone November 17, 2015
Bangladesh WASH Initiative
Raisa Chowdhury—iDE iDE, Bangladesh Telephone November 17, 2015
Bangladesh WASH Initiative
Steve Sugden, Senior Project | Water for People, Malawi | Skype November 27, 2015
Manager for Sanitation
Loise Nduati Acumen, Telephone February 18, 2016
Senior Business Associate Nairobi, Kenya
Priyanka Bhasin Acumen Telephone February 25, 2016
Strategic Partnerships Senior | New York, New York
Associate
Kimathi Ikiao Acumen Telephone February 5, 2016
Senior Portfolio Associate Nairobi, Kenya
Mary Wamae, Director of Equity Bank On site January 18, 2016
Corporate Strategy Nairobi, Kenya
Newton Nthiga, Portfolio Kiva On site January 12, 2016
Manager Nairobi, Kenya
Martin Theuri, Innovation and | Climate Innovation Center | On site January 12, 2016
Entrepreneurship Manager Nairobi, Kenya
Emmanuel Kweyu, Deputy Strathmore Business Onsite January, 13, 2016

Director for iLab Africa

School, Nairobi, Kenya

Kenneth Macharia
Director of Resource &
Business Development

The Aga Khan University
Nairobi, Kenya

January 26, 2016
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