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RESPONSIBILITY IMPACTS ON
SUSTAINABLE HUMAN
DEVELOPMENT:

RECENT FINDINGS AND CONSEQUENCES

ABSTRACT

The goal of this article is to critically analyze the findings of the first, recently published, studies about Cor-
porate Social Responsibility (CSR) impacts on Sustainable Human Development (SHD). We aim at deriving
conclusions for effective CSR strategies and at identifying consequences for management and research. As
CSR claims to create value for corporations and for society, we argue that the people-centered Capability
Approach (CA) is promising to provide neglected and much needed insights how corporate activities affect
individuals and communities. Based on a survey of recent literature addressing CSR impacts on SHD, we
highlight CSR potentials to improve average well-being in multiple dimensions of SHD. Moreover, we criti-
cally assess challenges and limitations of CSR as a strategy to preserve and foster SHD. For instance, studies
have shown that, despite CSR-driven well-being increases, social capital, relational capabilities and collec-
tive agency may become challenged by corporate strategies. Moreover, corporate environmental impacts
have been found to be less often addressed by both, companies and SHD researchers. Resulting inequality
and fairness issues have been identified as causes of violence against corporations even in the presence of
total well-being improvements. We conclude that companies should strategically take into account a com-
prehensive range of factors driving and hampering SHD to account for their whole portfolio of corporate
opportunities and risks. This requires evaluating CSR impacts instead of only focusing on CSR inputs and
outputs. Thereby, corporations can mitigate their risks, improve their stakeholder trust and strengthen
their competitiveness.

Keywords: Corporate Social Responsibility (CSR), CSR impact evaluation, Sustainable Human Develop-
ment, Base of the Pyramid (BoP), Capability Approach
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1. Introduction

Based on an overview of the findings of the first, re-
cently published studies about Corporate Social Re-
sponsibility (CSR) impacts on Sustainable Human
Development (SHD), the goal of this article is to an-
alyze these contributions in order to derive conclu-
sions for trustworthy and effective CSR strategies as
well as for prerequisites of CSR impact assessments
and need for further research.

In our paper, we conceptualize CSR following the
EC which states that:

“to fully meet their corporate social responsibility,
enterprises should have in place a process to inte-
grate social, environmental, ethical, human rights
and consumer concerns into their business opera-
tions and core strategy in close collaboration with
their stakeholders, with the aim of maximizing the
creation of shared value for their owners / share-
holders and for their other stakeholders and society
at large identifying, preventing and mitigating their
possible adverse impacts” (EC, 2011: 6). As such,
the implementation of CSR can be interpreted as
part of the corporate strategy and interests (Miiller-
Christ, 2010).

We operationalize the concept of “Sustainable Hu-
man Development” (SHD) based on Nobel Prize
laureate Amartya Sen’s (2013) human development
and capability approach (CA). Derived from the
CA, “Human Development” stands for “the expan-
sion of people’s freedoms and capabilities to lead
the lives that they value and have reason to value.
It is about expanding choices” Derived from the
Brundtland definition of Sustainable Development,
SHD is perceived as “the expansion of the substan-
tive freedoms of people today while making reason-
able efforts to avoid seriously comprising those of
future generations””*

Enhancements of SHD and CSR may be closely re-
lated to each other. Corporate strategies and CSR
impacts are motivated and challenged by SHD risks
and drawbacks, e.g. by global warming, poverty,
underemployment, lack of education and health,
water crises and many others.? At the same time,
transnational corporations exert substantial posi-
tive and negative influences on SHD.? In the light
of these interdependencies, it is necessary to assess
the interplay of SHD and CSR. However, despite
the high and increasing number of CSR initiatives,
it has been criticized that we still do not know the

consequences of CSR for the lives of the potential
beneficiaries in whose names CSR is (also) carried
out (Scholmerich, 2013: 2; Blowfield, 2007: 683). We
will contribute to closing this gap by this review of
recent literature findings addressing CSR impacts
on SHD. We argue that the human development
and capability approach is promising to bridge the
mentioned gap and challenges as it is a people-
centered approach which explicitly explores how
people’s lives and real freedoms develop, e.g. as a
result of CSR. In our paper, we will explain how CSR
can directly impact SHD and capabilities of poten-
tial beneficiaries and how this may, but need not,
result in improving the people’s lives. Grounded
on this conceptual analysis we will discuss empiri-
cal findings of the first studies which have explored
CSR impacts on SHD and people’s well-being.
Furthermore, we reconsider corporate SHD influ-
ences beyond well-being which have to be part of a
comprehensive SHD assessment. We finally discuss
challenges and limitations of CSR contributions to
SHD before concluding about lessons learned from
a corporate perspective.

With respect to the applied research methodology,
we apply a most recent literature study focusing on
first scientific contributions which assess CSR im-
pacts on SHD. We further structure our analysis by
first distinguishing CSR potentials and limitations
of micro-level assessments which focus on indi-
vidual determinants of capabilities (only), thereby
paving the way to the discussion of approaches to
evaluate CSR’s overall well-being impacts. The anal-
ysis of meso-level studies is supposed to identify
the value-added and further research perspectives
of CSR impacts on collectives and relational capa-
bilities. Our macro-level analysis critically analysis
findings on companies as global CSR rule setters.
Confronting the broader scope of sustainable hu-
man development challenges with predominant
CSR rationalities, we identify and critically discuss
the heroic assumptions of (only) simultaneously
effective and explain how these can cause a major
neglect by CSR, notably in the field of environmen-
tal sustainability. We finally address the theoretical
and empirical limitations of self-interested utilitar-
ian strategies to foster sustainability in the sense of
intra- and intergenerational justice before we con-
clude with open questions and ways forward.
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2. CSR impacts on SHD — overview from a
capability approach perspective

CSR does not only claim to strengthen corporate
performance but also to enhance the well-being of
internal stakeholders, such as employees and exter-
nal stakeholders, e.g. local communities. How these
stakeholders’ lives and SHD are affected by CSR can
be conceptualized in a capability approach frame-
work as illustrated in Figure 1.

Such a capability approach framework includes
natural and manmade systems, which, as a result
of sustainable human development governance,*
influence individual resources and conversion fac-
tors (arrow 1). This holds for resources and means
such as individual incomes, commodities and avail-
able services. The extent to which these means can
be converted into personal well-being also depends
on so called “personal conversion factors” (health,
education, age, religion, sex etc.), which are as well
impacted by SHD governance. For instance, the
state of natural, political, economic and social SHD
governance systems influences people’s health sta-
tus as a component of personal conversion factors.
Which and what kind of effects these individual
potentials, including financial means, commodities
and personal conversion factors have on personal

Figure 1 Capabilities, their determinants and
related concepts

well-being is further driven by social conversion
factors, e.g. social opportunities, economic facili-
ties, social protection, political freedoms and trans-
parency guarantees. Social together with environ-
mental conversion factors (including cleaning of the
air by woods etc.’) as the third group of conversion
factors have been termed “instrumental freedoms”
(Sen, 1999: 38-40). Instrumental freedoms stand for
the contributions of social actors (state, civil society
groups, corporations) to determinants of capabili-
ties. For example, a person being exposed to defec-
tive SHD governance systems which cause diseases
will suffer from a more or less reduced well-being
depending on instrumental freedoms, notably on
social opportunities like access to the health care
system. Moreover, the person’s health and well-be-
ing will also be influenced by environmental con-
version factors which determine how far the envi-
ronment has already suffered.

Together, SHD governance systems, individual
potentials comprising of financial means, com-
modities and personal conversion factors as well
as instrumental freedoms consisting of social and
environmental conversion factors shape a person’s
“determinants of capabilities” which are the founda-
tions of a person’s capability set. Capabilities are the
beings and doings that a person values and has rea-
son to value. A capability set, representing a human
being’s real freedom and well-being, includes the
combinations of beings and doings that the person
can achieve: e.g. to live a long and healthy life, to be
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well-educated, be treated with respect etc. Out of
this capability set a person chooses the capabilities
which he or she wants to realize thereby creating
functionings which represent the opportunities a
person has achieved. Functionings are reflected by
the achieved way of living. An individual will evalu-
ate the state of his or her realized and unrealized op-
portunities which results in more or less satisfaction
or dissatisfaction.

The kind of functionings that have been chosen and
achieved has impacts back on natural and man-
made systems (arrow 2). Having further evaluated
the bundle of chosen and achieved functionings,
the person’s degree of dissatisfaction or satisfac-
tion with the own achievements may also feed back
to the political sustainability governance (See also:
Volkert et al., 2014).

We argue that corporations usually have a direct
impact on instrumental freedoms (social and en-
vironmental conversion factors) but can often only
indirectly influence capabilities and functionings.
For instance, a corporation can establish health
services to improve its employees’ or suppliers’
productivity. Health services directly foster instru-
mental freedoms, notably access to health care as a
social opportunity. However, the company cannot
ensure a person to become healthier, i.e. it cannot
directly impact health as a personal conversion
factor or health capabilities because the latter also
depends on people’s values, attitudes and behavior.
As such, even medically perfect corporate health
contributions may remain ineffective, if people, e.g.
due to cultural reasons, do not use them or do not
comply with recommended therapies (Moczadlo et
al,, 2015). As such, how much a strengthening of in-
strumental freedoms results in enhanced capabili-
ties and well-being will depend on personal conver-
sion factors as well as on further means, personal
conversion factors and instrumental freedoms.

3. Empirical well-being assessments of
individual CSR stakeholders

Despite CSR’s claim to also provide value to society
and its impacts on instrumental freedoms which
are to be expected from a theoretical CA point of
view, the impact of CSR on potential beneficiar-
ies and communities has been neglected for a long
time (Blowfield, 2007). However, in the meantime

first CA research has been carried out to assess
corporate impacts on SHD. Some of these studies
provide an indirect analysis of the corporate effects
on stakeholders. Other studies directly address in-
dividual stakeholders and numerous community
members to learn more about their experiences
and evaluations of corporate overall and specific
impacts on stakeholders” well-being. In the follow-
ing, we first recapitulate the indirect studies, their
lessons learned, challenges and limitations from a
CA perspective, before introducing major strands
of CA research which directly assess how corpora-
tions affect capabilities and SHD.

3.1 Assessments of selected determinants of
capabilities and functionings

The UNDP (2008: 22-23) reported on 50 transna-
tional corporations and specific instrumental free-
doms addressed by each of these companies. Based
on the identification of specific instrumental free-
doms targeted by various CSR strategies, conclu-
sions were drawn on potential linkages and impacts
between enhanced determinants of capabilities
and individual well-being, represented by the Mil-
lennium Development Goals (MDG). The study
highlights that doing business with the poor can
result in a better access to food, health care, water,
sanitation and housing. Inclusive business models
may furthermore increase the productivity of poor
people. Moreover, technology spill-overs can occur
when corporate activities result in capacity building
among employees, producers and small business
owners. New economic opportunities as well as the
already mentioned higher productivity may both
result in higher incomes of the poor, thereby impli-
cating further macroeconomic multiplier effects.
Also an empowerment potential of corporations is
mentioned in the study.

Schrader (2011) aims at assessing the CSR impacts
of seven transnational corporations® on the social
and environmental well-being of poor households
at the Base of the Pyramid (BoP). Providing in-
sights of interviewed experts, corporate staff and
stakeholders, he claims that with respect to social
conversion factors, some of the corporate activities
may result in health improvements and mitigation
of malnourishment of poor households, income
increases and lower risks of poverty traps. Further-
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more, he argues that capabilities of the poor might
have been enhanced, notably cognitive skills, the
health capability and the ability of households’ to
control economic means. However, he also finds
challenges of new dependencies of poor suppliers
in the supply chain of transnational corporations.
Also, he sees a risk of undesired changes in tradi-
tional value systems. Regarding environmental con-
version factors, he finds CSR potentials to improve
the preservation of natural resources and to reduce
greenhouse gases in some cases. However, in other
cases he identifies risks of additional environmental
damage, increased resource consumption and waste
material accumulation.’

Scholmerich (2013) aims at assessing CSR impacts
on instrumental freedoms by two kinds of Cambo-
dian businesses. The (very) small companies of the
first group cooperate and contribute to an NGO’s
initiatives for street children. The second group as-
sessed by Schoélmerich, are Cambodian garment
factories’ CSR strategies in their core business. Fo-
cusing on corporate enhancements of instrumental
freedoms and the impact these may have, she argues
that CSR beyond core business issues can also have
non-negligible positive impacts on poverty mitiga-
tion. However, these are not as large as impacts of
CSR which is built in the core business of compa-
nies.

Shrivastava et al. (2014) analyze the case of Toyota’s
joint venture which created a lean production site in
a village near Bangalore (India). They find positive
impacts on wages, education and training, accom-
panied by challenges for justice and other instru-
mental freedoms, notably access to social security,
access to labor rights and labor conditions and dete-
riorating environmental conversion factors.

L'Huillier and Renouard (2015) study a recycling
project led with waste-pickers by a food-products
company and its impacts on the beneficiaries’ em-
powerment, in a CA setting. They find that the
project has limited impacts on economic aspects
of empowerment, and positive impacts on socio-
political aspects, especially saving groups, relation-
ships within the unions, and collective action. They
emphasize that switching from an economic to a
sociopolitical vision of empowerment can yield for
a private company.

Overall, the mentioned studies show that companies
may influence the whole spectrum of instrumental
freedoms. Positive impacts on instrumental free-

doms can provide corporate opportunities to gain
trust, reputation, increase productivity or revenue,
reduce costs and improve cooperation with various
stakeholders as well as the long term corporate val-
ue. Potential negative impacts highlight challenges
for stakeholders but also possible conflict and fur-
ther transaction costs for the company, which are
of interest for corporate risk management. As such,
analyses of positive and negative impacts on a wide
range of selected corporate stakeholders’ instru-
mental freedoms identify a portfolio of corporate
opportunities and risks which can be essential for
optimizing stakeholder management.

Nevertheless, in general a single CSR strategy usu-
ally targets only some of these instrumental free-
doms. For instance, each single of the companies
analyzed by the UNDP (2008) did only contribute
to some instrumental freedoms and MDGs. Most
of these companies contributed to less than four of
the eight MDGs and some even just to one of these
instrumental freedoms and development goals.
Moreover, the UNDP (2008: 23) also mentions
negative corporate impacts on environmental pro-
tection, e.g. when business models meet the ends
of immediate beneficiaries but at the same time de-
plete the natural resources of the community. This
underlines the necessity to assess all determinants
of capabilities in order to find out more about SHD
effects (Volkert, Zoll, 2009).

Therefore, in the following, we will discuss the find-
ings of first assessments of corporate impacts on
overall well-being based on more recent research in
Nigeria’s Niger Delta and in rural Karnataka (India).

3.2 Assessments of corporate impacts on overall
wellbeing

For more than a decade, a strand of research by Gaél
Giraud and Cécile Renouard® has assessed multi-
national oil companies’ human development and
capability impacts in Nigeria’s Niger Delta. There,
oil companies’ CSR strategies provide jobs and vo-
cational training aimed at people’s engagement in
income generating activities. By engaging in these
forms of community development the corporations
hope that the communities’ nearby their oil produc-
tion sites will guarantee peace and cooperation for
the corporate core business.

God. XXIX, BR. 1/2016. str. 193-210
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To assess the commodities available and material
deprivation in the communities an asset index is ap-
plied. It covers the possession of items such as a ra-
dio, TV, computer, oven, refrigerator, mobile phone,
bicycle, motorbike, car, tractor, generator, kerosene
lamp, sewing machine, house, apartment or boat.
Building on this, instrumental freedoms and social
conversion factors are addressed which may help
converting the material means into basic capabili-
ties. They consist of access to drinking water, toi-
let, meals per day, access to health care, access to
education, communication and transport services
(Lompo, Trani, 2013: 250-251). These variables are
close to the components of OPHI and UNDP’s Mul-
tidimensional Poverty Index (MPI) (Alkire, Foster,
2011).

The impact assessments show that the CSR activi-
ties of the oil companies have succeeded in provid-
ing better access to electricity, drinking water and
other public services (Diongue et al., 2011). It has
also been possible to enhance the population’s capa-
bilities with microfinance initiatives. These and fur-
ther activities have sometimes contributed to peo-
ple’s empowerment. However, microfinance as well
as empowerment strategies have only been found
to be successful in regions where the CSR projects
actively involved the people. Overall, an improved
well-being has reported by people of higher wealth
quartiles (Lompo, Trani, 2013: 259-261). Neverthe-
less, it has also been found that oil companies” CSR
in the Niger delta has not succeeded in enhancing
the basic capabilities for the most deprived in this
region. Renouard (2010: 94) has emphasized the re-
sulting increase in inequalities as a further outcome
of oil companies’ CSR strategies. Higher inequality
is accompanied by the challenge of an emerging de-
pendence mentality in some project regions.

Another evaluation of CSR impacts on SHD is
provided for the Bayer CropScience Model Village
Project in rural Karnataka (India). With the Model
Village Project, Bayer CropScience, a German mul-
tinational company sourcing its seed production in
rural India, wants to explore whether and how en-
hancing human development of its suppliers, many
of them being poor smallholder farmers, can at the
same time strengthen the corporate supply chain’s
productivity and competitiveness, e.g. by health
and education initiatives or by rotating savings and
credit associations (Moczadlo et al., 2014; Volkert et
al., 2014). The empirical evaluation comparing the
development in two model and two control villages

shows a statistically significant positive impact of
the CSR activities on the well-being reported by the
people in the model villages. However, irrespective
of the participation in MVP activities, the increase
in reported well-being is significantly lower for illit-
erates, for people who do not work, for households
with very low incomes and for households without
land (Strotmann et al., 2015).

It has also been shown that assessments of the ca-
pabilities that people find to be extremely impor-
tant together with subjective perceptions of related
restrictions can provide valuable information for
designing and implementing CSR strategies. Capa-
bilities and functionings like being well educated
or living in an intact nature have been classified
as extremely important by a relatively high share
of villagers who at the same time feel restricted in
these dimensions of well-being. To address these
issues which the population perceives to be key hu-
man development challenges enables corporations
to gain trust in the beginning of a community de-
velopment project. Moreover, it has been shown
that other issues which local stakeholders do highly
value without feeling restricted in these domains,
should be objectively controlled if the issues are
strategically important for a company (Volkert et
al., 2014: 12-13). For the Bayer CropScience Model
Village Project, health and nutrition provide illus-
trative examples. Here, villagers perceived health
to be extremely important for a good life but felt
not restricted in this respect. However, objective
evaluations by medical staff in health camps of the
model villages have highlighted substantial health
risks which are not clear to the population. There-
fore, the identification of such issues which are cen-
tral for a cooperation but characterized by lack of
information and misperceptions of the corporate
stakeholders provides the foundation for necessary
awareness raising and information which is neces-
sary to mitigate risks and to realize CSR strategies
in an efficient way.’

By way of interim conclusion, we can recapitulate
that the first evaluations of CSR impacts on overall
capabilities and well-being provide insights which
can be important for designing and implementing
CSR strategies. Nevertheless, the scope of corporate
influence is not restricted to individual capability
sets. Corporations do also affect collective charac-
teristics of groups and communities which we re-
consider in the next section.
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4. Assessments of corporate impacts on
community characteristics

Corporations have influence on a variety of group
characteristics which are beyond the scope of indi-
vidual capability and well-being assessments. For
instance, Ansari (2012) has emphasized that cor-
porations and markets can foster or destroy social
capital. For example, strengthening or at least pre-
serving bonding social capital within a community,
which includes respect of local codes, traditions,
trust, values and identities, is important for compa-
nies. The reason of this importance is that bonding
social capital enables people to learn, internalize,
diffuse and retain capabilities that may have been
newly acquired as a part of CSR projects. Moreover,
bridging social capital, which considers relations
between different actors, groups, communities or
states (Giraud et al., 2013: 9), allows for a capabil-
ity transfer by accessing new resources, for instance,
expertise, knowledge, skills and financial capital
that may be provided by CSR initiatives (Ansari,
2012: 829-830). Based on this general importance,
Ansari (2012: 831-832) argues that to reap potential
mutual benefits of CSR for companies and group
or community members, corporations, notably in
BoP projects, should build bridging links between
the poor or other local stakeholders and business to
allow for capability transfer and at sustaining com-
munity bonding so that transferred capabilities can
be absorbed and utilized by more people.

Gaél Giraud and Cécile Renouard have aimed at
further developing the social capital approach as a
theoretical background for corporate impact evalu-
ations by establishing a “relational capability” con-
cept. They have applied their relational capability
concept also to assess the impact of oil companies’
CSR in the Niger Delta in Nigeria. Relational capa-
bilities focus on the quality of social relations among
people and on their empowerment which may both
be substantially impacted by corporate activities.
Relational capabilities are seen as core human func-
tionings within and between groups which are also
linked to the political dimension (Renouard, 2010:
89-90).

To operationalize this concept, a “Relational Capa-
bility Index (RCI)” has been established. Its goal is
to empirically analyze relational inclusion or exclu-
sion. It is supposed to complement conventional
poverty indices, e.g. the Multidimensional Poverty

Index (Giraud et al., 2013: 1). The RCI consists of
three dimensions. The first RCI dimension is the
“integration to networks”. It contains instrumental
freedoms such as access to employment, transport,
telecommunication and information. The second
RCI dimension highlights the quality of “private re-
lations”. It comprises of components like household
size, family ties, close friends and emotional sup-
port, financial support and trust in the community.
The third RCI dimension is “civic commitment”. It
incorporates components such as group member-
ship, participation in collective action, participation
in elections, solidarity in the sense of membership
in a common interest group and trust in others, no-
tably in unknown people.

Evaluations of CSR impacts of oil companies in the
Niger Delta show that overall the standard of living
in communities nearby these sites has improved.
Quantitative estimations confirm this finding
and reveal that CSR impacts on the RCI are more
complex (L'Huillier et al., 2014). The beneficiaries’
integration into networks improves with these
programs, at the expense of deteriorated private
relations. At the component level, these results are
explained by better access to transportation, infor-
mation and telecommunication, but important loss
of trust in other community members. Increasing
inequality is seen as a main reason for this loss of
trust in the community. The causes behind have
been related to corporate payments to local leaders
who neglect their communities. Therefore, com-
munity members without a political voice have tar-
geted transnational corporations to express their
feelings of injustice (Diongue et al., 2011: 4-5).
The result of these processes has been an increas-
ing resistance and sometimes fierce violence of the
population against the oil companies and their sites.
Nevertheless, it has also been shown, that CSR proj-
ects focusing on personal and collective empower-
ment which preserve and improve relational quality
between persons and groups may be a way to over-
come these challenges (Renouard, 2010: 93).

Summing up, assessments of CSR impacts on
groups and communities can be seen as an impor-
tant component of a complete evaluation. They can
identify risks beyond individual standard of living
and capability effects thereby providing helpful in-
formation for corporate risk management or repu-
tation building strategies. However, companies do
not only influence individuals and communities
within given institutional and legal frameworks.
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They have also become rule-setters in national and
global sustainability governance systems, the conse-
quences of which will be sketched in the following.

5. Impacts of companies as global CSR rule-
setters

In recent years global sustainability governance has
increasingly been characterized by state failure and
resulting governance gaps as well as private stand-
ards emerging out of private governance arrange-
ments such as corporate or multi-stakeholder net-
works and further forms of private governance (See:
Utting, Marques, 2010; Moczadlo, Volkert, 2012).

Kalfagianni (2014) has analyzed the impact of vol-
untary corporate SHD standards on human capabil-
ities and distributional impacts. He finds different
effects for rule-setters, rule-takers and rule-users.
Rule-setters, who create or endorse voluntary CSR
standards, benefit from more legitimacy and au-
thority which private standards may provide. Above
all, the regulatory empowerment of corporations in
relation to the state and broader civil society associ-
ated with private standard setting contributes to the
fact that multinational companies reap most ben-
efits and are most empowered by private standards.
However, particularly those standards which may
induce substantial changes cause high costs. There-
fore, SMEs and smallholders who cannot afford the
adoption of private standards do not benefit accord-
ingly (See also: Moczadlo, Volkert, 2012).

Rule-takers are those who have to comply with
private rules, e.g. labor and suppliers. Labor as a
rule taker can, inter alia, benefit from outcome
standards. Potentially better working conditions or
higher wage levels provide examples. Furthermore,
producers in the supply chain who depend on intact
ecosystems may profit from improvements result-
ing from the adoption of voluntary environmental
standards. However, again the most vulnerable and
financially weak actors do benefit less or even not at
all, as long as they are not capable of complying with
private standards. For instance, poor or less educat-
ed and low-skilled suppliers may be crowded-out
from emerging global supply chains (Kalfagianni,
2014).

Rule-users are those who, like some consumers, use
private governance standards as criteria for their

decision-making. Rule-users may substantially ben-
efit from the possibility of informed choices due to
better, healthier or safer products and processes.
Private standards may also provide opportunities to
express and share cultural values and beliefs. Nev-
ertheless, sufficient information and financial af-
fordability are prerequisites for rule-users to benefit
from private SHD standards. Moreover, Kalfagianni
(2014: 312-315) has emphasized that benefits are
concentrated mostly on rule-users of affluent coun-
tries while fewer people in poorer countries profit.

In general, it has also been criticized that private
standards building on markets and property rights
challenge the use of traditional knowledge and
practices which may be displaced or patented for
exclusive use of transnational corporations. Fur-
thermore, there is a risk that small-holders as rule-
takers or rule users and civil society are underrepre-
sented or excluded in the standard-setting process
which may further contribute to unequal benefits
for different actors.'

6. Challenges and Limitations

6.1 Corporations and Environmental Sustainabil-
ity: the case of the Carbon Disclosure Project

Up to now, most attempts to assess CSR impacts on
SHD address social sustainability issues more fre-
quently and intensively than corporate impacts on
environmental sustainability. This corresponds with
Schrader’s (2011: 178) findings, who, by analyzing
BoP impacts of seven transnational corporations,
argues that also these corporations focus more on
socio-efficiency than on ecological efficiency.

However, it would be wrong to conclude that there
are necessarily less corporate activities which are
supposed to address environmental sustainability.
For example, 8,375 of multinational companies have
signed the Global Compact (See: UN Global Com-
pact, 2015a) as the major global code of ethics. Three
of the Global Compact’s ten principles (7-9) (See:
UN Global Compact, 2015b) call for corporate initi-
atives to take account of environmental challenges.
Since decades, the ISO 14000 family of standards,
which has been adopted by diverse transnational
corporations'!, aims at providing practical tools for
companies to more systematically managing their
environmental responsibilities. ,,Of the world’s larg-
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est 250 corporations, 93% report on their sustain-
ability performance and 82% of these use the Global
Reporting Initiative standards to do so (See: GRI,
2014 4; GRI, 2015a). The GRI standards cover some
34 environmental indicators among all indicators
used.’ Last but not least, more than 822 institu-
tional investors have joined the Carbon Disclosure
Project with the aims of bringing down capital costs
for corporations as well as reducing Greenhouse
Gas Emissions (GHG) (See: CDP, 2015b). As recent
CDP impact studies highlight important features
and challenges of CSR’s environmental impacts, in
the following we focus on the CDP as a prominent
and instructive example.

The CDP is a non-profit organization founded in
2000 and initiated by investors!® that aim at dis-
closing information on companies’ greenhouse gas
(GHG) emissions, water usage and strategies for
managing climate change, water and deforestation
risks for their long-term objective analysis (See:
CDP, 2015b). The initiative perceives this informa-
tion to be relevant for the protection of their long
term investments and the reduction of long-term
risks arising from environmental externalities. In
this section we will focus on the climate change pro-
gram of the CDP. The goal of CDP’s climate change
program is to drive investment flows towards a
low carbon and more sustainable economy and to
convince companies to account for environmental
risk to increase the transparency in this field. CDP
wants to support the reduction of companies’ GHG
emissions and the mitigation of climate change
risks (See: CDP, 2015a). To increase the transpar-
ency of GHG emissions and corporate strategies for
managing climate change risks and opportunities
related to different business sectors, the CDP has
established a large, annually updated database by
requesting standardized information on GHG emis-
sions, energy use and on the risks and opportunities
from climate change of some of the world’s larg-
est companies through annual questionnaires. The
questionnaires are sent on behalf of institutional
investors and corporations respond to these ques-
tionnaires on a voluntary basis (See: CDP, 2015b).
The goal of the CDP is to enable comparisons across
firms by a standardized format — like the Global Re-
porting Initiative — and to motivate corporations to
participate in the initiative by rewarding strong per-
formers with reputational benefits and pressuring
non-disclosers and poor performers (Knox-Hayes/
Levy, 2011: 4).

As such, the central questions from a corporate and
from an SHD impact evaluation perspective are:
does the CDP satisfy the expectations with respect
to lower financial costs (corporate perspective) and
also with respect to reduced GHG emissions (SHD
perspective)?

The recent metastudy “From the Stockholder to
the Stakeholder” carried out by Oxford University
scholars has reviewed more than 200 studies to ana-
lyze the correlation between diligent sustainability
business practices and economic performance. The
findings confirm a positive correlation. According
to the study 88% of the reviewed sources which
specifically investigate the correlation between sus-
tainability and operational performance (in total 51
studies) find that companies with robust sustaina-
bility practices demonstrate better operational per-
formance (Clark et al., 2015: 33). Furthermore, good
corporate governance structures and environmen-
tal risk management practices and their disclosure
help to reduce information asymmetries and de-
crease both the cost of debt as well as the firm’s cost
of equity resulting in better credit ratings (Clark et
al., 2015: 24-26). As the CDP does have a positive
influence on the stock price performance of compa-
nies and the operational performance of a company,
the CDP can give incentives to CEOs to incorpo-
rate sustainability considerations into their decision
making process (Clark et al., 2015: 32).

These positive general findings from a corporate
perspective correspond with another recent study
of Kleimeier and Viehs (2015: 11) who focus on
carbon disclosure and the cost of debt. They show
a positive relation between voluntary carbon disclo-
sure and loan spreads. Accordingly “voluntary dis-
closures pay significantly lower loan spreads” that
means that borrowers who answered the CDP ques-
tionnaire do directly benefit from the participation.

According to Dhaliwal et al. (2011: 74) superior
CSR performers enjoy a reduction of 1.8 % in the
cost of equity capital for first-time CSR disclosing.
Dhaliwal et al. (2012: 752) further show that more
CSR disclosure leads to lower analyst forecast error
which indicates that CSR disclosure “complements
financial disclosure by mitigating the negative effect
of financial opacity on forecast accuracy” Another
study shows that better reporting related to sustain-
ability disclosure leads to a lower cost of equity as
the firm-specific uncertainties, especially in envi-
ronmentally sensitive firms can be reduced (Reverte
2012).
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By way of interim conclusion, recent studies are
found to provide indications that corporations do
indeed benefit from a participation in the CDP via
lower financial costs. However, the question is still
open whether benefits do also accrue to SHD by the
expected GHG reductions realized by CDP partici-
pants.

Doda et al. (2015: 7; 9) have recently analyzed the
impact of carbon management practices on the re-
duction of GHG emissions. They found no statis-
tically significant evidence that such practices had
influenced corporate GHG emissions. The authors
provide three major reasons for this missing SHD
impact. Among the major limitations of the volun-
tary CDP the failure of corporations to provide dis-
closure standardized to all issues and that corpora-
tions disclose self-selected issues and furthermore
that the data are often not complete or consistent.
Thus, the comparison with other corporations, es-
pecially across sectors, is difficult because of limited
consistency of the activity and information provid-
ed, e.g. in the scope'* of each company’s reporting,
because of different measures (absolute / relative
data) and because of gaps (Sullivan et al., 2012: 10).
Another explanation for this missing impact could
be a delay between the implementation and an ob-
servable reduction. This has to be observed in the
future. But even in this case the CDP does not con-
tribute immediately to a reduction in emissions as it
is needed to avoid dangerous climate change (Doda
et al., 2015: 9). The final conclusion of the authors
is that the carbon management practices are not
sufficiently impact-oriented, but that corporations
are only interested in the presence of the practices
because of expected corporate benefits without as-
sessing their impact on reducing GHG (Doda et al.,
2015: 10).

These CDP evaluations emphasize the potential
shortcomings of CSR input activities which do not
necessarily result in any significant SHD impact. As
such, CSR inputs and initiatives, notably disclosure
commitments such as the Global Compact, the GRI
Guidelines or Environmental Management Systems
like the ISO 14000 standard family may be a first
step to a more ambitious strategy to yield substan-
tial impacts. However, CSR inputs and manage-
ment systems are also at risk of becoming popular
tools of a CSR in the corporate interest which at
the same time ignores environmental or social im-
pacts. Therefore, reliable CSR will have to report
much less on CSR inputs and devote much more

emphasis on environmental and social impacts and
their evaluation. In doing so, linkages between en-
vironmental and social sustainability will have to be
more intensively investigated because the poor or
marginalized are most vulnerable to environmental
deterioration (Kalfagianni, 2014: 314-315) and to
understand the impact of poverty alleviation on en-
vironmental sustainability (Ansari, 2012: 837).

6.2 Strategic CSR: challenges and limitations of
utilitarian strategies

The fact that corporations participating in the CDP
do not effectively impact GHG emissions but ben-
efit from reduced financial costs corresponds with
the concept of Strategic CSR, a combination of
“enlightened self-interest” and utility maximiza-
tion, which is supposed to be underlying many CSR
initiatives, notably of large transnational corpora-
tions. Strategic CSR aims at embedding CSR as a
part of the corporate core business strategy in order
to foster business cases by adequate social and en-
vironmental activities. Motivations that incentiv-
ize transnational companies to adopt CSR strate-
gies to foster (SHD) comprise of potential revenue
growth and cost reductions but also risk manage-
ment (Kraus, 2011: 65-66; Hansen, Schrader, 2005)
as well as reputation building in product (Cherneyv,
Blair, 2015; Kitzmueller, Shimshack, 2012), labor
(Kraus, 2011: 65; Hansen, Schrader, 2005: 384) and
capital markets (Przychodzen, Przychodzen, 2013).
As such, the implementation of CSR can be inter-
preted as part of the corporate strategy and inter-
ests (Miiller-Christ, 2010).

The CDP can be interpreted as a tool of strategic
CSR that aims at reputation building in capital mar-
kets in order to reduce financial costs. To achieve
this strategic goal, information asymmetries regard-
ing specific corporate activities are reduced for po-
tential capital market investors. As the CDP impact
assessments show, this has been sufficient to bring
down financial costs and spreads in a significant
way. As such, disclosure on corporate environmen-
tal management inputs has been profitable for stra-
tegic stakeholder management which specifically
addresses ‘definite stakeholders’ (Crane, Matten,
2010), notably potential capital market investors,
who are powerful enough to turn their legitimate
claims into an urgent need for corporations to ad-
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equately respond to these claims.

While potential capital market investors can be
classified as definite stakeholders who fulfill all
three stakeholder criteria (power, urgency, legiti-
macy) of strategic stakeholder management, most
of the stakeholders affected by GHG emissions are
future generations who have legitimate claims, but
are neither powerful nor urgent for today’s corpo-
rations. Therefore, corporate utilitarian strategies
introducing CSR and stakeholder management in
a strategic way may recommend to satisfy definite
corporate stakeholders as far as necessary but not
necessarily to take account of real impacts on future
generations as latent stakeholders with legitimate
claims but insufficient power and urgency of their
claims.

As such, a focus on corporate CSR benefits and
less emphasis on further environmental improve-
ments may be part of rational corporate strategies.
It may not only explain the very different impacts
of the CDP on corporate and environmental goals
but also provide a reason why companies devote
less effort to environmental concerns of future gen-
eration while economic and social concerns of to-
day’s generations are considerably more taken into
account. This is even more probable given the high
prevalence of market failures such as public goods
or externalities as challenges for environmental
strategies which, from a rational free-rider perspec-
tive, may call for the disclosure and high visibility
of inputs, irrespective of real impacts as long as the
latter are hard or almost impossible to ascribe to a
specific corporation.

Corporate core business and responsibility strate-
gies do not only explain systematic challenges in
realizing effective environmental impacts but also
provide insights into potential causes of increasing
inequalities due to CSR and core business which
have been found in recent studies on CSR impacts
on SHD (See: Giraud et al., 2013; Renouard, Lado,
2012; Hein, 2010). These increases in inequality
may violate trust in corporations, people’s willing-
ness to cooperate or cause even violent resistance
as a kind of sanctioning of perceived injustice (See:
Renouard, Lado, 2012; Diongue et al., 2011). One of
the reasons for this rise in inequality can be seen in
the asymmetries which characterize the relations of
business and people at the BoP right from the be-
ginning of core business or CSR interactions. For
instance, particularly transnational corporations
entering BoP markets are inevitably characterized

by knowledge and power asymmetries.

Moreover, at least some strategic utilitarian busi-
ness processes will necessarily contribute to more
inequalities. Core business, particularly when fac-
ing strong competition, is — ceteris paribus — forced
to focus on high productivity, e.g. on more educated
and skilled employees or on suppliers who have suf-
ficient capital to invest in advanced technologies
which spur the corporate supply chain productiv-
ity. Also, corporate supply chains relying on more
educated or large suppliers with high capacities
also show lower transactions costs. Hence, focus-
ing more on the educated, skilled and wealthy will
often be more profitable for corporations, notably
as higher inequality does not count in a utilitarian
calculus which aims at total utility maximization ir-
respective of its distribution.

By way of interim conclusion we find that despite
the potentials and merits of CSR, its strategic utili-
tarian and “enlightened self-interest” nature which
corresponds with a corporation’s core business can
cause substantial challenges for CSR impacts on so-
cial as well as on environmental sustainability. As
these challenges are inherent features of corporate
strategies, companies will not be able to fully over-
come these challenges. Rather, good governance
which can address inequalities more comprehen-
sively and effectively and mandatory as well as effec-
tive environmental and social standards, controls
and sanctions remain necessary to overcome major
CSR limitations related to SHD.

7. Lessons Learned: a corporate perspective

Our survey of the first studies on corporate impacts
on human development show that the enhancement
of SHD and CSR strategies may be closely related
to each other, notably as SHD challenges can imply
corporate risks as well as opportunities.

The UNDP has shown that strategic CSR can fos-
ter major global development goals (UNDP, 2008).
and indicates that corporations may have signifi-
cant strategic incentives and potentials to impact
also the new post-2015 Sustainable Development
Goals. Schrader (2011) as well as Shrivastava (2014)
have found that corporations and SHD may ben-
efit from mutually beneficial CSR activities in a
wide spectrum of SHD dimensions. Adding to this,
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Scholmerich (2013) claims that bolt-on CSR activi-
ties, though being less impactful than built-in CSR,
may have non-negligible impacts on SHD and ca-
pabilities.

However, even beyond these opportunities, con-
siderable SHD-related corporate risks have been
found, which stem from knowledge and power
asymmetries establishing new dependencies, unde-
sired changes of traditional value systems, not only
positive but also negative corporate environmental
impacts (Schrader, 2011) or simply from corporate
neglect of environmental impacts. Therefore, for
companies, potential impacts on determinants of
capabilities, notably on instrumental freedoms can
be perceived as a corporate risk and opportunity
portfolio in order to increase their long-run cor-
porate value. Moreover, for a reliable, effective and
trustworthy CSR strategy it is necessary to avoid
a restricted view and assess its SHD impacts in a
comprehensive way to find out whether risks or op-
portunities dominate in this corporate portfolio and
how to optimize their own strategy.

Sufficiently comprehensive assessments of corpo-
rate SHD impacts, as discussed in section 3.2, have
confirmed the potential of multinational companies
to increase the standard of living as well as improve
the reported well-being of external community
stakeholders which both can yield further positive
impacts, e.g. on trust and willingness to cooperate
(See: Strotmann et al., 2015 ; Lompo, Trani, 2013).
Further findings of Giraud, Renouard and their re-
search teams show that the kind of CSR also mat-
ters for potential impacts. As such, participatory
CSR initiatives which actively involve the people
have been found to be more successful in reaching
central aims like strengthening the financial base of
communities or empowering community members
(Giraud et al.,, 2013; Diongue et al., 2011). Com-
panies can further benefit from participatory CSR
strategies as these may mitigate risks of an emerging
dependence mentality.

For corporate community development, we can fur-
ther conclude that corporations should preserve the
bonding social capital, e.g. by organizing common
events of corporate staff and community members
to build trust and further preconditions of a mutu-
ally beneficial cooperation. Corporate contributions
for strengthening bridging social capital and its
links are recommendable to allow for a better ab-
sorption of transferred capabilities and skills within
a community (Ansari, 2012).

Corporate challenges resulting from loss of rela-
tional capabilities and associated fairness concerns
have been identified for internal corporate stake-
holders (Shrivastava, 2014) as well as for external
community stakeholders. We have argued that in-
equalities and resulting fairness concerns may be
difficult to avoid for companies due to competitive
pressures inducing companies to — ceteris paribus
— focus more on more educated and productive
cooperation partners and due to transaction costs
which may make cooperation preferable with larger
cooperation partners. Nevertheless, companies may
have to aim at mitigating these fairness concerns as
far as possible to prevent that those who feel to be
treated unfairly strike back in order to “sanction” the
company for the perceived unfairness. The violence
and its consequences highlighted in the Niger Delta
provide a very clear illustration (See: Renouard,
Lado, 2012; Diongue et al., 2011; Renouard, 2010).
For internal fairness issues ethics management sys-
tems can avoid cultural and ethical conflicts which
have been shown as potential causes of fairness
concerns among internal corporate stakeholders
(Crane, Matten, 2010). Fairness concerns of exter-
nal corporate stakeholders, which have been shown
to arise out of increasing inequality despite overall
increases in the standard of living, may be mitigated
by participatory CSR strategies targeting the BoP.

In general, the findings stated above apply to CSR
of the majority of corporations. However, SMEs
may be confronted with disadvantages compared
to large transnational corporations as standard-
setters of “voluntary” global CSR standards tailored
to these corporate rule-setters needs (Kalfagianni,
2014).

Therefore, the majority of transnational corpora-
tions may benefit from better mandatory gover-
nance to overcome the challenges discussed in
chapter 6 without distortions of competition in an
efficient way (Moczadlo, Volkert, 2012).
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(ENDNOTES)

N

[ N NGV

The direct citations in this and in the former sentence refer to UNDP (2011: 2).

The corporate perspective has been highlighted in the World Economic Forum'’s (2015) Global Risks Report.

Find a more detailed discussion in Sen (2013), UNDP (2011, chapter 2) and Lessmann, Rauschmayer (2013).

For these governance issues refer — among many others - to Moczadlo, Volkert (2012) and Krumm, Volkert (2015).

For foundational issues of conversion factors refer to Robeyns (2005), for environmental conversion factors see Polishchuk, Rausch-
mayer (2012).

They include an Allianz micro-insurance program in India, BASF’s fortification of basic nutrition in developing countries, Grameen
Danone in Bangladesh, Nestlés “milk district” project in India and Pakistan, Procter & Gamble’s water purification filters in the
developing world, Bosch Siemens’ vegetable oil stove and Telenoor’s Grameenphone in Bangladesh.

See Schrader (2011: 165-181) for overall findings beyond each of the single cases.

Findings of this research have been, inter alia, documented in LUHuillier et al. (2014), Giraud et al. (2013), Renouard, Lado (2012),
Diongue et al. (2011). Furthermore, based on conceptual work of Renouard (2010) the concept of “relational capability” has been
established and operationalized by a “Relational Capability Index” (Giraud et al. 2013) which both will be discussed in section 4.

For more information on this issue in the model village project context refer to Moczadlo et al. (2015).

This is a well-established finding and critique of private standardization. Among others, the role of power and information asymme-
tries in standardization processes and resulting consequences have been discussed in Volkert (1999).

For example, there are more than 300,000 certifications to 1ISO 14001 in 171 countries around the world. See 1SO (2015).
21,093 GRI Reports are published so far based on the GRI Framework, see: GRI (2015b).

In 2015 the CDP investors initiative is backed by more than 822 institutional investors representing an excess of US$9s trillion in
assets, see CDP (2015b).

Scope 1 emissions are direct GHG emissions from sources that are owned or controlled by the company; scope 2 emissions include
GHG emissions from the generation of purchased electricity consumed by the company, scope 3 emissions are other indirect GHG
emissions that occur from sources not owned or controlled by the company (WRI, WBCSD, 2004:5).
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UTJECAJ DRUSTVENE ODGOVORNOSTI
PODUZECA NA ODRZIVI LJUDSKI RAZVO]J

SAZETAK

Cilj je rada provesti kriticku analizu rezultata, nedavno objavljenih, prvih istrazivanja o utjecaju drustvene
odgovornosti poduzeéa (DOP) na odrzivi ljudski razvoj. Pokusat ¢e se oblikovati zakljucci o uc¢inkovitim
strategijama za DOP i posljedice za upravljanje i istrazivanje. S obzirom da bi DOP trebao stvarati vri-
jednost kako za poduzeca tako i za drustvo, u ovome radu Zelimo pokazati da bi pristup utemeljen na
sposobnostima (eng. Capability Approach — CA) i usmjeren na ljude mogao osigurati zanemareni, ali ne-
ophodan uvid, u to kako aktivnosti poduzeca utjecu na pojedince i zajednice. Na temelju novije literature
o utjecaju DOP-a na odrzivi ljudski razvoj isticemo kakve potencijale DOP ima za unaprjedivanje opce
dobrobiti u visestrukim dimenzijama odrzivoga ljudskog razvoja. Nadalje, kriticki procjenjujemo izazove i
ogranicenja DOP-a kao strategije za ocuvanje i poticanje odrzivoga ljudskog razvoja. Iako se povecava do-
brobit zahvaljujué¢i DOP-u, istrazivanja pokazuju da korporacijske strategije ipak mogu ugroziti dru$tveni
kapital, sposobnosti za stvaranje odnosa i zajednicko djelovanje. Nadalje, poduzeca i istrazivac¢i DOP-a do-
sad su manje pozornosti posvetili pitanju kako poduzeda utjeCu na okolis. Pitanja nejednakosti i pravi¢nosti
koja proizlaze iz korporativnoga djelovanja ¢esto su bila uzrok nasilja protiv korporacija, ¢ak i tamo gdje se
opca dobrobit povecala. Zakljucak je da bi poduzeca trebala strateski promisljati niz ¢imbenika koji poticu i
koce DOP kako bi sagledalo sve prilike i prijetnje s kojima se suoc¢avaju. Za ovo nije dovoljna analiza inputa
i outputa aktivnosti u okviru DOP-a, nego je potrebna temeljita procjena njegova cjelokupnoga utjecaja.
Na taj ¢e nacin korporacije ublaziti rizike, unaprijediti povjerenje dionika i povecati svoju konkurentnost.

Kljucne rijeci: drustvena odgovornost poduzeéa (DOP), procjena utjecaja DOP-a, odrzivi ljudski razvoj,
dno piramide (BoP), pristup utemeljen na sposobnostima
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