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Summary (French)

Contextualisation

Notre travail de recherche intervient a un moment de transformation au sein de I'industrie de la
mode. Depuis les années 1970, I'industrie de la mode est marquée par des phénomeénes tels que
la fragmentation de la chaine d'approvisionnement, fragmentation notamment corrélée aux
choix de delocalisation. Cette fragmentation de la chaine d'approvisionnement a provoqué a la
fois une perte de visibilité et une perte de contréle sur des données opérationnelles cruciales
concernant les parcs fournisseurs, données cependant nécessaires a une gestion opérationnelle
efficace. Cette perte de contrdle et de visibilité s'avere complexe a naviguer pour les entreprises
de la mode a une époque ou l'accent est placé sur la communication et le reporting autour des
pratiques sociales et environnementales de celles-ci.

En interne, les entreprises souhaitent d’une part accroitre leur visibilité et leur controle des
risques inhérents a la production, et d’autre part davantage maitriser l'efficacité de I'allocation
des leurs ressources. En externe, les entreprises visent a rendre compte de leurs pratiques, et a
communiquer autour de leurs produits avec véracité.

Une sélection d'entreprises de mode a en outre choisi de prendre des mesures progressives pour
devenir des benefit corporations, étendant leur objet social et visant a faire de la soutenabilité
un élément central de leurs modeles commerciaux. L'acces, le contrdle, la traduction des
informations sociales et environnementales dans un langage lié a la performance et a la création
de valeur deviennent de fait des enjeux majeurs pour l'intégration stratégique des facteurs
sociaux et environnementaux dans les formats de prise de décision et de modéles commerciaux.

Cependant, au sein de I'industrie de la mode, le manque de méthodologies et d'outils de gestion
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permettant I'acces, I'évaluation et la gestion des pratiques sociales et environnementales crée un
obstacle a une gestion efficace des pratiques sociales et environnementales et a une intégration

stratégique compléte.

Démarche de recherche-intervention autour de la création d'un SP&L pour et chez Chloé

Nous avons déployé une démarche de recherche-intervention en collaboration avec la marque
Chloé, marque certifiée B Corp en 2021, devenue société a mission en 2023, et qui ceuvre a une
intégration complete et stratégique des facteurs sociaux et environnementaux au sein de son
business model et de ses opérations. L'objectif était de développer un outil de gestion
d'entreprise et de données pour, d'une part accéder et évaluer les pratiques sociales positives au
sein de la chaine de valeur des entreprises, d'autre part, traduire les pratiques sociales en termes

de performance, et troisiemement, de reconnecter la performance sociale a la création de valeur.

Choix de rédaction en anglais

Ce document a été rédigé en anglais en alignement avec la pratique étendue, dans I’industrie du
luxe, de proposer des formats opérationnels et stratégiques systématiquement rédigés en
anglais. L’anglais est également une langue majoritairement mobilisée par notre partenaire
industriel dans ses formats de communication, reporting et gestion, internes et externes. Ce
choix de rédaction nous a en outre permis d’interroger des termes et concepts clés en gestion
(accountability, accounting par exemple en dialogue avec la responsabilité des entreprises) en

prenant en compte leurs définitions en frangais et en anglais, et ainsi enrichir nos analyses.

Problématisation et hypotheses
Dans ce document, nous abordons les logiques historiques, les facteurs contextuels de la

création d'une approche SP&L (social profit and loss) pour I'industrie de la mode, ainsi que les
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principales opportunités et limites de son déploiement. Les résultats des travaux de recherche
initiés en collaboration avec Chloé sont I'open source et le déploiement du SP&L en mars 2023,
ainsi que les travaux de recherche contextualisant 1’approche de maniere critique.

En partant de la mission initiale portée par Chloé, et en tenant compte des spécificités des
entreprises de bénefices et des chaines de valeur de I'industrie de la mode, nous analysons dans
quelle mesure les outils de gestion d'entreprise et les outils de visualisation de données
pourraient permettre aux entreprises de relier impact, performance et création de valeur. En
analysant les caractéristiques intrinséques du SP&L., nous analysons les réles joués par I'acces
(ou la mesure), la traduction (ou I'évaluation) et le levier de gestion (ou la visualisation), pour
favoriser I'efficacité, I'optimisation et la création de valeur lors de I'allocation de ses ressources
par une entreprise.

L'approche SP&L en elle-méme est une approche basée sur I’obtention et la gestion de données,
une approche comptable ainsi qu’une approche orientée vers I'utilité de la prise de décision.
Créer afin de concilier utilité et valeur pour des facteurs traditionnellement extra-financiers, le
SP&L est essentiellement congu afin de devenir un outil de gestion des affaires et des données
visant a faciliter la prise de décision au sein des organisations de mode. L'idéation, le
développement et la mise en ceuvre d'un SP&L pour l'industrie de la mode nous ont amenés a
observer, analyser et articuler a la fois les facteurs contextuels de l'outil, et & anticiper a la fois
ses capacités et ses limites en tant qu'outil de gestion d'entreprise.

Dans le cadre de nos travaux de recherche, nous abordons ainsi comment un outil de gestion
d'entreprise et de visualisation de données peut étre développé et mis en ceuvre pour fournir des
moyens supplémentaires d'accés, de traduction et de gestion des données et des ressources, en
particulier lorsqu'il s'agit des pratiques sociales positives au sein de I'industrie de la mode - et
plus particuliéerement au sein d'une entreprise avec un objet social étendu, et un modéle

économique fondés sur ces pratiques sociales positives. Nous explorons comment les outils de
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gestion d'entreprise représentent un mécanisme essentiel pour le double processus d’accounting
et d’accountability, de responsabilité et de contrdle essentiel a I’opérationnalisation de la RSE,
et a son intégration stratégique au sein des entreprises. Nous explorons également les manieres
dont les outils de visualisation de données peuvent représenter un levier utile pour la prise de
décision, via la création d’une forme de dynamique visuelle créant une conversation entre
facteurs de performances. Ces facteurs de performance incluent les facteurs sociaux et
environnementaux, souvent uniquement considérés dans des formats fondés sur une logique de

«compromis» (trade-off).

Cadre d’analyse

Notre cadre d’analyse est donc double. En premier lieu, en raison de la nature du travail de
recherche (développement d'une méthodologie pouvant étre déployée comme outil de gestion
d'entreprise), nous avons mobilisé la littérature sur la sociologie et la généalogie des outils de
gestion pour guider le processus de développement et de déploiement de SP&L.. Nous avons en
outre mobilisé la littérature récente sur le big data, en nous concentrant sur l'opérabilité des
systemes et le traitement du big data, afin de prendre du recul, d'analyser et d'anticiper
I'intégration de nouvelles informations dans les systemes de données et les formats décisionnels
existants. Dans un deuxiéme temps, nous avons analysé les cadres et facteurs historigues,
contextuels et conceptuels qui ont fagconné le développement de I'outil de gestion d'entreprise.
Nous avons ainsi articulé utilitarisme, intégration stratégique RSE, paradoxes organisationnels
et intégration de la théorie des parties prenantes dans les modeles et processus d'affaires afin de
mieux appréhender les structures qui ont joué un réle déterminant dans la création du SP&L et

dans sa mise en ccuvre.
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Contributions

Tout au long de nos travaux de recherche, nous avons cherché a fournir de nouvelles
perspectives potentielles sur les cadres conceptuels des outils émergents de gestion des données
sociales. Nous avons donc analysé I'idéation et le développement de I'outil a travers plusieurs
prismes : philosophiques, organisationnelles, économiques, sociologiques, généalogiques et de
big data. Pour chaque élément analysé dans ce document, nous avons systématiquement cherché
a fournir soit une approche systémique, soit une approche conversationnelle, qu’il s’agisse de
comprendre le contexte de développement de nouvelles approches de comptabilité intégrative
et de gestion des impacts, ou qu’il s’agisse d'analyser les outils et les approches en elles-mémes.
Nous avons ainsi cherché a fournir trois types de contributions : (1) de nouvelles propositions
de cadres conceptuels pour les organisations cherchant a intégrer stratégiquement la RSE, (2)
de nouvelles propositions de cadres de données opérationnelles pour les organisations mettant
en ceuvre des outils de gestion des données sociales, et (3) la méthodologie et les cadres de
déploiement pour un SP&L, en tant que méthodologie et tant qu’outil de gestion des données

sociales, développé et implémenté au sein de I'industrie de la mode.

e (Cadre conceptuel sur I'utilité de 1’allocation des ressources
En termes de cadres conceptuels pour les outils émergents de gestion des données sociales, nous
proposons d'abord qu'héritant de I'utilitarisme, les organisations de maniére croissante a agir en
tant qu'agents moraux, en créant un suivi des effets des choix opérationnels sur les parties
prenantes, en maximisant les résultats positifs comme facteur d'efficacité de la prise de décision
et en utilisant une comptabilité de la performance afin d'évaluer les résultats sociaux.
Nous mettons 1’accent sur 1’héritage utilitariste de la responsabilité des entreprises, la théorie

des parties prenantes, la RSE stratégique et la comptabilité intégrée. Nous émettons I’hypothése
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que les « arbitrages » actuellement pergus entre financier et extra-financier résultent en partie
de la transposition d'une approche de comptabilité « d'utilité », imaginée pour rationaliser les

formes de gouvernement public, aux stratégies d'allocation des ressources des entreprises.

e Cadre conceptuel autour des perspectives critiques de la comptabilité intégrée, et des
évolutions des formats de comptabilité

Nous proposons une overview des perspectives critiques sur la comptabilité et analysons les
réinterprétations actuelles des formats P&L (EP&L, SP&L). Nous proposons d'abord qu’en
dépit de leur standardisation apparente, les formats P&L peuvent étre interprétables et
interprétés, avec une certaine plasticité. Nous proposons également que 1’élément central des
formats de comptabilité se situe dans une allocation efficace des ressources, pourrait et devrait
évoluer si les notions de performance et d’efficacité intégrent des notions liées a I’impact social
et environnemental, ainsi qu’une série étendue de parties prenantes. Pour les entreprises
souhaitant transformer leur business model et/ou étendre leur objet social nous proposons une
double prise en compte de la gestion des codts par activité incluant des facteurs de performance
sociaux et environnementaux, afin d’optimiser 1’allocation des ressources en créant de la valeur
pour un périmétre étendu de partie-prenantes tout en réduisant les effets nocifs sur

I’environnement.

e Cadre conceptuel autour de I’intégration des parties prenantes et du partage de valeur
dans la gestion des opérations afin d’accélérer I’intégration stratégique de la RSE

Nous proposons un panorama thématique de la RSE stratégique, mettant en évidence les leviers

et les traductions operationnelles des démarches RSE (défensives, promotionnelles,

stratégiques). Nous proposons en outre des criteres opérationnels pour l'intégration stratégique
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de la RSE. Nous précisons ainsi le réle de la comptabilité et de la gestion des données
opérationnelles étendues dans le cadre de l'intégration stratégique de la RSE.

Nous mobilisons une approche des parties prenantes pour préciser et élargir les criteres de la
RSE stratégique a travers trois hypotheses : (a) dépendance fondamentale et niveau d'influence
directe sur les parties prenantes par le biais des activités commerciales principales, (b) initiative
et volonteé, colt et valeur, grace aux enseignements tirés de la RSE et la théorie des jeux ajustée
les via I’inclusion parties prenantes, (c) quatre leviers de distribution et de redistribution de la
valeur.

Nous fournissons une étude de cas concernant les leviers pour distribuer et potentiellement
redistribuer la valeur, étude qui nous a permis de mieux comprendre les intersections entre
I'interaction des parties prenantes et la distribution de la valeur en tant qu'outil pratique pour
intégrer stratégiquement la RSE dans la prise de décision. Nous emettons en outre I'nypothese
que le contrdle de la valeur et la (re)distribution ou (ré)allocation de la valeur pourraient aider
les décideurs a ne pas penser la RSE en termes d'externalités ou dans un format de
« compromis », mais comme une partie intrinseque des activités, des opérations et valeur pour

gérer efficacement.

e Modele opérationnel de gestion des données et d’allocation des ressources
En analysant les réalités spécifiques de I'industrie, nous identifions la redéfinition des modeles
d'affaires (objets sociaux étendus) et la volonté de reprendre le contréle des chaines de valeur
comme moteurs principaux du développement de méthodologies de comptabilité intégrée. En
analysant les priorités communiquées dans les rapports de développement durable publiés par
les groupes de luxe européens, nous constatons en outre que I'éco-conception, la tracabilité et
la circularité sont identifiées comme des priorités stratégiques, rendant I'acceés, le contrdle, la

rationalisation et I'optimisation essentiels a la prise de décision stratégique et opérationnelle.
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Nous suggeérons donc de définir un modele économique de contrdle total, que nous définissions
comme un modéle économique fonctionnant efficacement a partir d'une visibilité totale sur
I'activité et d'une allocation efficace et inclusive des ressources.

Nous proposons en outre prioriser 1’efficacité inclusive de la répartition des codts, a la
traduction des résultats en valeurs financieres. Nous proposons que des facteurs centraux tels
que l'interopérabilité des systemes de gestion des données et I'utilisation centrale des formats
d'allocation des ressources puissent faciliter I'intégration opérationnelle de la RSE et des
externalités et accroitre I'acceptabilité de la RSE. Nous proposons une double gamme d'analyse
de l'utilité décisionnelle: un spectre risque-valeur (gestion des risques, optimisation et création
de valeur), et une intégration et couverture opérationnelles, afin d'assurer que la prise de
décision couvre a la fois I'intégration opérationnelle des La RSE et son spectre complet.

En nous concentrant sur le SP&L en tant qu'outil de gestion d'entreprise et de données, nous
proposons de créer un pont entre une approche sociologique des outils de gestion d'entreprise,
une approche généalogique des outils de gestion d'entreprise et une approche de recherche liée
aux mégadonnées des outils de gestion d'entreprise.

En mobilisant cette triple approche et perspective, nous analysons les parcours et les systéemes
de traitement des données sociales, caractérisons les processus de données et les exigences de
credibilité, et soulignons le défi des systémes de donnees pour fournir une forme de cohérence,
ou d'immuabilité des résultats, sur laquelle la prise de décision pourrait étre basée.

Nous fournissons une analyse des fonctionnalités de visualisation de données utilisées pour
faciliter et soutenir la prise de décision. Nous proposons d'inclure une approche partenariale
dans la visualisation des données. En nous appuyant sur la proposition de Kaufman (2019
comparant la business intelligence a un systéme cognitif socio-technique apportant de la valeur,
nous proposons d'inclure un mécanisme de contrdle des codts, et par catégories de partie-

prenantes.
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Sur le fondement de ce cadre théorique, nous recommandons de situer systématiquement
I'analyse de la création de valeur, et de prendre en considération (1) le déséquilibre de pouvoir
dans I'allocation des codts et la gestion de la technologie, ainsi que la corrélation entre le colt
et le contréle narratif, et (2) les parties prenantes au sein des colts-bénéfice d'analyse, tout en
évaluant le potentiel de valeur des outils de gestion de données.

Nous proposons ainsi qu'un élément clé manquant dans les systemes actuels de gestion des
données est l'intégration de I'analyse des parties prenantes, et que le manque d'intégration des
parties prenantes dans le systéme de gestion des données marginalise leur prise en compte dans
la prise de décision et les cadres stratégiques associeés.

Nous émettons ainsi I'nypothése que ce manque d'intégration des parties prenantes, et de la
distribution de valeur par partie prenante, conduit a une prise de décision inefficace, directement
et dans un temps plus long, car la performance et I'efficacité sont uniquement associées a la
création de valeur pour les actionnaires et, en partie, les clients.

Ainsi, afin d'intégrer stratégiquement la RSE, nous proposons d'intégrer (1) une approche
partenariale a la collecte de données d'activité (une collecte de données adaptée par partie
prenante), et (2) d'anticiper la collecte de données sociales et environnementales liées a
I'activité. Une intégration plus poussée des parties prenantes dans les cadres et processus de
gestion des données ne reésout cependant pas la double question du contréle : (1) d'abord qui
détient le contrdle des données, et (2) qui, ou quelle partie prenante, bénéficie éventuellement
de la gestion du contrdle.

Nous proposons de fait de mettre lI'accent sur I'inclusion de I'analyse des co(ts, en intégrant de
nouveaux criteres de performance incluant un éventail complet d'acteurs, afin de quantifier
I'utilité et I'efficacité de I'allocation des ressources de maniere inclusive. Nous pensons que cet
aspect est souvent négligé dans les stratégies de systéme de gestion des données, ce qui conduit

a une maniéere sous-efficace de collecter, d'analyser et de mobiliser les données sociales et
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environnementales dans les processus decisionnels. Nous soulignons ainsi I'importance de lier
un modele de contrdle & une focalisation sur les codts inclusifs afin de maximiser I'efficacité de
la prise de décision de maniére inclusive, et d'offrir une « visibilité complete des codts », afin
de trouver une alternative nécessaire aux externalités, triple bottom lines et proposition de
modele de contrble systémique de compromis, y compris la portée des parties prenantes et la

visibilité totale des co(ts.

e Le développement d’une approche SP&L pour I’industrie de la mode et du luxe

Enfin, nous fournissons la méthodologie complete et les formats de déploiement du SP&L
développé en collaboration avec la marque de mode Chloé. D'un point de vue méthodologique,
le SP&L présente plusieurs facteurs innovants: il couvre a la fois les risques et les facteurs de
performance potentiellement positifs (va au-dela des facteurs de risque et des facteurs de
conformité), couvre les chaines de valeur des entreprises, permettant ainsi une analyse multi-
niveau facilitant la prise de décision : analyse par organisation, fournisseur, collection, produit
et matériel. Il se concentre sur I'intégration systématique des facteurs sociaux a l'analyse de
I'allocation des ressources et au contrble des codts afin de mieux intégrer stratégiquement
I'impact social dans les modéles commerciaux et la prise de décision.

Nous proposons dans ce document, en dernier lieu, une analyse critique de la SP&L du point
de vue des paradoxes organisationnels, généalogique, sociologique et du contrdle des données
pour mettre en évidence les limites et les apports futurs possibles aux approches comptables
intégrées.

En développant, en intégrant et proposant en open source une méthodologie et un outil de
gestion (SP&L) pour I'industrie de la mode, nous avons pu tester nos hypothéses et nos résultats
tout au long de notre processus de recherche, ainsi que souligner I'importance d'évoluer d'une

RSE défensive (atténuation et évitement des risques) vers un modele de contréle total, y
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compris I'évaluation des performances sociales positives. Par son utilisation compléte,
I'approche SP&L, pleinement intégrée dans les processus de données et les processus
opérationnels, et présentant des informations clés intégrées dans des modeles d'allocation des
ressources incluant chaque partie prenante des entreprises, pourrait représenter une étape vers

une creéation et une distribution plus inclusive de valeur par les entreprises.

Mots-Clés

Création de valeur, performance, impact social, P&L, outil de management, données, mode
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Summary (English)

Our research work comes at a time of transformation within the fashion industry. Since the
1970s, the fashion industry has been marked by phenomenon such as supply chain
fragmentation linked to delocalization choices. This supply chain fragmentation provoked both
a loss of visibility and a loss of control when it comes to crucial supplier data, necessary for
efficient operational management. This loss of both control and visibility further proves
challenging for fashion companies at a time of renewed focus on discussing and positively
impacting social and environmental practices within their operational or influential reach.
Internally, companies aim to further control risks and resource allocation efficiency. Externally,
companies aim to report on practices and communicate around products effectively, and with
veracity. A selection of fashion companies further elected to take incremental steps towards
becoming benefit corporations, extending their social object and aiming at making
sustainability a core of their business models. The access, control, translation of social and
environmental information into performance and value-adjacent language is thus crucial for the
strategic integration of both social and environmental factors within decision-making and
business models formats. However, within the fashion industry, a lack of methodologies and
management tools enabling the access, evaluation and management of social and environmental
practices creates an obstacle to efficient social and environmental practice management and full
strategic integration.

We deployed a research-intervention approach for the brand Chloé, a brand that became B Corp
certified in 2021, a société a mission in 2023 and works towards a full integration of social and
environmental factors within its business model and operations. The goal was to develop a

business and data management tool to first access and evaluate positive social practices within

15| 365



the companies’ value chain, secondly, translate social practices in performance terms, and
thirdly, relink social performance to value creation.

In this document, we discuss the historic rationales and contextual factors for the creation of an
SP&L (social profit and loss) approach for the fashion industry, as well as the main
opportunities and limitations for its deployment. The results of the research work initiated in
collaboration with Chloé are the open source and deployment of the SP&L in March 2023, and
the research work critically contextualizing the approach.

Within our research work, we thus address how a business management and data visualization
tool can be developed and implemented, to provide additional means of access, translation and
resources management when it comes to the social positive within the fashion industry — and
more particularly within a corporation towards a benefit-based juridical status and business
model. We explore how business management tools represent an essential mechanism for the
accountability (and control) process that is essential to CSR, and can help integrating CSR
within businesses. We further explore how data visualization tools represent a leverage for
utility-based decision-making, by highlighting the dynamics between financial, social and
environmental forecasts and outcomes which are often considered “trade-offs”, being
instrumental in informing decisions, without becoming in themselves substitutions for vision
or strategy.

Therefore, based on the initial task from Chloé, and taking into account the specificities of both
benefit corporations and the fashion industry value chains, we analyze the extent to which
business management tools and data visualization tools could enable companies to link back
impact and value creation. Further, by analyzing the SP&L intrinsic features, we analyzed the
roles played by access (or measurement), translation (or evaluation), and management leverage
(or visualization), in fostering efficiency, optimization and value creation when allocating

resources.
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The SP&L approach in itself is a data approach, an accounting approach, and a utility-oriented
approach. Meant to reconcile utility and value for traditionally extra-financial factors, the SP&L
was essentially meant to become a business and data management tool aimed at facilitating
decision-making within fashion organizations. The ideation, development and implementation
of an SP&L for the fashion industry led us to observe, analyze and articulate both the contextual
factors for the tool, and to anticipate both its capacities and limitations as a business
management tool. Our conceptual framework is therefore dual. First and foremost, because of
the nature of the research work (developing a methodology which can be deployable as a
business management tool), we mobilized the literature regarding sociology and genealogy of
management tools in to guide the SP&L development and deployment process. We further
mobilized recent big data literature, focusing on system operability and big data treatment, in
order to gain perspective, analyze and anticipate the integration of new information within
existing data systems and decision-making formats. Secondly, we analyzed the historical,
contextual, and conceptual frameworks and factors which shaped the development of the
business management tool. We therefore articulated utilitarianism, CSR strategic integration,
organizational paradoxes, and the integration of the stakeholder theory within business models
and processes in order to get a better grasp of the structures which proved instrumental to the
creation of the SP&L and to its implementation.

Throughout our research work, we aimed to provide potential new perspectives on conceptual
frameworks for emerging social data management tools. We therefore analyzed the tool
ideation and development through several lenses. This included philosophical, organizational,
economic, sociological, genealogical, and big data lenses. For each item analyzed in this
document, we systematically aimed at providing either a systemic or a conversational approach,

either when it comes to understanding the context of development for new integrative
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accounting and impact management approaches, or when it comes to analyzing the tools and
approaches themselves.

Throughout our research work, we aimed to provide three types of contributions: (1) new
conceptual frameworks propositions for organizations seeking to strategically integrate CSR,
(2) new operational data frameworks propositions for organizations implementing social data
management tools, and (3) a proposition for an SP&L developed and implemented within the
fashion industry, as a methodology and as a business and data management tool.

In terms of conceptual frameworks for emerging social data management tools, we first propose
that inheriting from utilitarianism, organizations increasingly aim to act as moral agents,
monitoring outcomes on stakeholders, maximizing positive outcomes as a factor of decision-
making efficiency, and using performance accounting in order to evaluate social outcomes. We
therefore propose that for benefit corporations, the focus on accountability and responsibility
from corporations, stakeholder theory, strategic CSR, and integrated accounting are derived
from an utilitarian perspective, often unrecognized. We find that current perceived “trade-offs”
between financial and extra-financial are in part the result of the transposition of a public utility
accounting approach to corporation resource allocation strategies.

We provide an overview of critical perspectives on accounting, and analyze current
reinterpretations of P&L formats (EP&L, SP&L). We first propose that despite standardization,
P&L formats can be interpreted, with a level of plasticity. Providing an analysis of the factors
of alignment or differentiation between EP&L and P&L, we offer a case-study for the place
given for interpretation with the initial intentions to (1) extend a normative framework, and
extend activity-based cost management to systematically and strategically include externalities
to (2) improve decision-making processes and results on stakeholders and their environment.
In terms of contextual factors for the ideation and development of integrated accounting

formats, we provide a thematic overview of strategic CSR, showcasing the drivers and
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operational translations for CSR approaches (defensive, promotional, strategic). We further
propose operational criteria for CSR strategic integration. We precise the role of managerial
accounting in the context of CSR strategic integration. We mobilize a stakeholder approach to
precise and expand the criteria for strategic CSR through three hypotheses: (a) core dependency
and level of direct influence over stakeholders through core business activities, (b) agency, cost
and value, through learnings from CSR and stakeholder-adjusted game theory, (c) four value
distribution and redistribution leverages. We provide a small case-study regarding leverages to
distribute and potentially redistribute value. This helped us gain better insights into the
intersections between stakeholder interaction and value distribution as a practical tool to
strategically integrate CSR within decision-making. We further hypothesize that value control
and value (re)distribution or (re)allocation could help decision-makers not think about CSR in
terms of externalities or within a “trade-off” format, but as an intrinsic part of activities,
operations and value to manage efficiently.

Analyzing specific industry realities within the fashion industry which shaped the ideation and
development of new integrated accounting methodologies, we find two main drivers: the
redefinition of business models (extended social objects) and the strive to regain control over
value chains. Analyzing published priorities in sustainability reports from European luxury
groups, we further find that eco-conception, traceability and circularity are identified as
strategic priorities, making access, control, rationalization and optimization essential for
strategic and operational decision-making. We therefore suggest defining a full control business
model as a business model functioning efficiently from full activity visibility and from efficient
and inclusive resource allocation, shifting from outcome translation towards inclusive cost
allocation efficiency. We propose that central factors such as data management systems
interoperability, and the central use of resource allocation formats could facilitate the

operational integration of CSR and externalities and increase the acceptability of CSR. We

19 | 365



propose a dual range of analysis for decision-making utility: a risk-to-value spectrum (risk
management, optimization and value creation), and operational integration and coverage, in
order to ensure that decision-making covers both the operational integration of CSR and its full
spectrum.

Focusing on the SP&L as a business and data management tool, we provide a bridge between
a sociological approach, a genealogical approach, and a big data-related research approach to
business management tools. Mobilizing this multi-pronged approach and perspective, we
analyze social data journeys and processing systems, characterize data processes and credibility
requirements, and highlight the challenge of data systems to provide a form of consistency, or
results immutability, upon which decision-making could be based. We provide an analysis of
data visualization features used to facilitate and support decision-making. We propose to
include a stakeholder approach in data visualization. Building on Kaufman’s (2019) proposition
of business intelligence as a socio-technical cognitive system providing value, we propose to
include a mechanism for cost control and output range per stakeholder category. Based on this
theorical framework, we recommend to systematically situate the value creation analysis, and
to take into consideration (1) power imbalance in cost allocation and technology management,
as well as correlation between cost and narrative control, and (2) stakeholder within cost-
analysis benefit, while assessing the value potential of data management tools. We propose that
a key missing element in current data management systems is the integration of stakeholder
analysis, and that the lack of integration of stakeholders within data management system
marginalizes their consideration in decision-making and associated strategic frameworks. We
hypothesize that this lack of integration leads to inefficient decision-making, directly and over
time, as performance and efficiency are solely associated with value creation for shareholders
and, partially, clients. We adapt Kaufmann’s (2019) data intelligence cognitive system, with a

fuller stakeholder integration. In this way, in order to strategically integrate CSR, we suggest
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integrating (1) a stakeholder approach to activity data collection (a data collection tailored per
stakeholder), and (2) anticipating social and environmental data collection related to activity.
A more advanced integration of stakeholders within data management frameworks and
processes does not however resolve the dual question of control: (1) who holds the data control,
and (2) who, or which stakeholder, possibly benefits from control management.

In this way, based on our findings, we propose a focus on making cost analysis inclusive, by
integrating new performance criteria including a comprehensive range of stakeholders, in order
to quantify the utility and efficiency of resource allocation in an inclusive way. We believe that
this aspect is often neglected from data management system strategies, which leads to a sub-
efficient way of collecting, analyzing and mobilizing social and environmental data in decision-
making processes. We therefore highlight the importance of linking a control model to an
inclusive cost focus in order to maximize decision-making efficiency in an inclusive way, and
provide a “full cost visibility”, in order to find a necessary alternative to externalities, triple
bottom lines and trade-off Systemic control model proposal, including stakeholder scope and
full cost visibility.

Lastly, we provide the full methodology and implementation formats for the SP&L developed
in collaboration with the fashion brand Chloé. From a methodological point of view, the SP&L
has several innovative factors: it covers both risks and potentially positive performance factors
(goes beyond risk factors and compliance factors), covers corporations’ value chains, thus
enabling multi-level analysis facilitating decision-making: analysis per organization, supplier,
collection, product and material. It focuses on systematically integrating social factors to
resource allocation analysis and cost control in order to better strategically integrate social
impact within business models and decision-making. We lastly provide a critical analysis of the
SP&L from organizational, genealogical, sociological and data control perspectives to highlight

limitations and possible future contributions to integrated accounting approaches. By
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developing, integrating and open sourcing a Social Profit and Loss methodology and
management tool for the fashion industry, we were able to test our hypothesis and findings
throughout our research process. We also highlighted the importance of evolving from a
defensive CSR (i.e. risk mitigation) towards a full control model, including the assessment of
positive social performance. In full use, the SP&L approach, in alignment with strategic
redefinition and fully integrated within data processes and operational processes, with insights
highlighted within resource allocation models for each stakeholder, could represent a step

towards inclusive value creation and distribution amongst stakeholders.
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22 | 365



Table of Contents

ACKNOWIBAGEMENTS ...t bbbt n e 3
SUMMANY (FFENCN) ...ttt e e e s esbeereeneesreenteeneenreas 4
SUMMANY (ENGHSN) ...t reeneenes 15
INEFOAUCTION ...t bbbttt et et et bbb e e s ne e 31
CoNCeptUAl FramMEWOTK ........cooiiieiiieiieie e 41
A) Analyzing the SP&L as a business and data management tool..............ccocoevevennne. 42

B) Analyzing perceived trade-offs and organizational paradoxes ...........c.ccccoevevvvennenne. 43

C) Recognizing, capturing and maximizing decision-making utility ..............c.c.co....... 44

D) Strategically integrating CSR and attributing value ...........ccccccovviiiiiiiiinice e 46
RESEAICN QUESTIONS ...ttt b et et esreesteeneesreenseeneenres 47
RESEAICN HYPOTNESIS ...ttt be b e eenne s 48

T T 5 (=] 410 (o]0 YR STORORRSN 48
RESEAICN POSTUIE ...ttt sttt st e et esreenteeneesneenteeneenres 49
In practice: positioning and integration within the research field ...............ccocooennnen. 50

o = o TSRS 52
Overview of the main contributions and findings..........cccccoveiiiiiic e, 52

A) Conceptual frameworks propositions for the historic rationales to the development of
new integrated Management tOOIS ..........ccviiiiiiiieie e 53
B) Conceptual frameworks propositions for the contextual factors leading to the creation
and development of new management tools, such as the SP&L............c.ccccovevveiiiiennn, 54

C) Pragmatic frameworks propositions to facilitate social and environmental data access,

visibility in order to rationalize operational ProCESSES. .........cvvririerienieieneseseeeeee e 56

D) The SP&L approach and methodology .........ccveiveiiiiiiieiiec e 58
Part 1 Accounting for decision-making utility: an analysis of the conceptual frameworks
and contextual factors which shaped the SP&L ..., 60
1. A fundamentally utilitarian inflUBNCe ... 61
1.1 A fundamentally utilitarian perspective and four main factors of influence.............. 61

1.2 The influence of utility accounting towards integrated accounting ..................... 66

1.3 Act utilitarian: businesses as benefit-centered eCOSYStEMS........cccccvvvvevivereiieeivereene, 69

1.4 Utility-inherited stakeholder theory and value (re)distribution as basis for benefit

[oT0] o To] =LA o] 4 KPS USRS 71

23 | 365



1.5 Fundamental evolutions from utilitarianiSm .......ooooeeeeieoe e 77

2. Integrative accounting and accounting formats: evolutions and critical

Q1S ] 0 1= o1 KL= 79
2.1 The main rationales for integrative accounting toolS...........ccccceovveveiieiieesn e, 80
2.2 Perspectives on impact accounting and value Creation .............ccccoceverenennninnicnenne. 82
2.3 Thematic overview of critical perspectives on impact-related accounting................. 89
2.4 Interpreting P&L frameworks: the EP&L and the SP&L ..........cccccovvvvvevvcieciiene, 93

3. The strategic integration 0Ff CSR .........cccooiiie i 101
3.1 Thematic overview Of StrategiC CSR ........ccccoiiiiiiiiiirieeeee e 101
3.2 Role of managerial accounting and system interoperability in strategically integrating
(O3] = SRRSO 106
3.3 Mobilizing a stakeholder approach to expand and precise the criteria for strategic CSR
........................................................................................................................................ 109
3.4 The case for a full control model, and for cost control perspective shift................. 122

4. Analyzing the Gap between Social and Environment Impact Focus .................. 131

4.1 Intrinsic links and differentiation factors between social impact measurement and

environmental iMPact MEASUIEMENT.........uiiiiiiierierie e 132
4.2 A definition process marked by its scope and its politicization..............c.ccccevenee. 133
4.3 The emergence of social impact measurement-focused research ..............cccccveueenne. 135
4.4 The development of practical tools and experimental methodologies..................... 136
4.5 Monetization, trade-offs and total assessments methodologies ............c.ccccveveneneee. 137

4.6 Typologies of social and environment tool: per audience and per maturity level ... 138

5.Fashion industry realities which justify the creation and development of an SP&L

T 0] 01 0= Tt o 1SRRI 144
5.1 Reform and redefinition: rationales and features for new benefit corporations....... 144
Part Il The SP&L as a business, performance and data management tool................. 163

6. Analyzing management tools from paradoxical, sociological and genealogical

PEESPECTIVES ...ttt ettt ettt et e et e et e e sa e e et e e et e e et e e s ba e et e e e be e e ae e reeabeearee s 164
6.1 Defining a business management tool from a sociological perspective, in a context of
PAradoXes MANAGEIMENT ........cuiiieieie ettt sttt b et bbbt be s enens 164
6.2 Analyzing the genealogy of business management tools............ccccccevveveicieirernene. 168
6.3 A social analysis of business management to0IS...........ccooeieriiineninie e 173

7. Analyzing data journeys and data processing SYStemMS ..........cccuuvereererieeseenenienneens 178

24 | 365



7.1 Characterizing data mobility, plasticity and JOUINEY ...........ccccceveieniiinienincieee, 178
7.2 Characterizing data processes and evolutions in information processing................ 181
8.Visualization, Decision-Making and Value Creation............cccccovevveiviiiesiese e, 187

8.1 Analysis of data visualization features to facilitate and support decision-making .. 187

8.2 Value creation from big data analysis frameworks and data management tools ..... 191

9. Adapting data management tools to increase social and environmental utility..... 198
9.1 Analyzing the integration of stakeholders within data management systems.......... 199
9.2 The integration of stakeholders within control and value creation mechanisms ..... 202
Part 11l The SP&L: approach, methodology and first implementation process......... 206
10. SP&L approach rationale & overall presentation ...........ccccoccvvvevienenieneene e, 207
10.1 The SP&L approach rationale & overall presentation .............cccccveveivieiierecieennen, 207
10.2 Getting the full aCtiVity PICIUIE .......coooiiiiicece e 209
10.3 Complementing existing frameworks and approaches.............ccecverveienieervsiennnnn. 210
11. Stakeholders & IMPACt SCOPE .........ooiiiiiiiiiie e 216
11,1 StAKENOIUEIS ... e 216
12.2 IMPACT SCOPE ..ttt ettt ettt e e e et e e e e sbb e e s sba e e sbeeeenseeeaneeeas 219
12, SP&L STEPS ...ttt 222
12.1 SEEPS OVEIVIBW ...ttt bbbttt bbbttt 222
12.2 Open Source and DOCUMENEALION...........cccueiieiiiie e 223
12.3 Step 1: Social AUAITING ...ocvveiveeiece e 224
12.4 Step 2: data collection and MeasUreMEeNt .........cccoovrireiinieieese s 224
12.5 Step 3: data VerifiCation PrOCESS.........ccoieierierieriiriesiesie s 225
12.6 Step 4: performance evaluation..............ccoceeiiiiieie e 226
12.7 Step 5: performance VISUAHZAtION ............cccveiiiioiic i 238
12.8 TAKING ACLION......eiiiieiie ittt e e e st e e beeebeesraeabeeanee s 240
I TR R 0 1 = o] SR SUTORSRPS 241
14. Critical perspective on the SP&L, from organizational paradoxes, genealogical,
social and data coNtrol PErSPECLIVES .......ccvovieiieeie e 243
14.1 The SP&L, from an organizational paradoxes’ perspective .........cccoovevvvrvverveinenne 243

14.2 The ideation, development and implementation of the SP&L, from a genealogical
PEISPECTIVE ... et itieie ettt ettt e et e et e s te et eese e st e e eeese e e te et e e neenaeenteeneenre e reeneenre s 246
14.3 The SP&L within its Ecosystem: stakeholder and power balance analysis........... 252

25 | 365



14.4 The dual nature of the SP&L.: as a performance approach and as a data and activity

control ManagemMENt t00] ..o 253
(©70] o Tod 011 o] o [ USSP RPR PSRRI 256
=[] FTo o T =1 o] 1 2SSOSR 261
AANINEXES ..ttt ettt ottt et e e R bt e R b e e e R et e R R e e e R b e e e R bt e be e e e b e e anr e e anneas 271

Annex 1. Conference paper, The Centre for Sustainable Design at UCA, Epsom, 23"

International Conference: Accelerating Sustainability in Fashion, Clothing, Sportswear &

Accessories, 2021, March 15M-215 ..o e 271
Annex 2. Accelerating Sustainability: in Fashion, Clothing and Textiles, M. Charter,
B.Pan, S.Black, 2023, ROULIEAQE ......cceeiieiecie e 282
Annex 3. SP&L Approach presentation and open-source page on Chloé’s website ..... 292
ANneX 4. SP&L Methodology........cociveiiiiiiiece e 299
Annex 5. SP&L Approach Metrics and Evaluation framework............c.ccoovviiinienn, 335
Annex 6. SP&L Approach Github and Data Framework.............ccccooeriiiniiininicinenn. 341
Annex 7. SP&L Approach Data Visualization and Dashboard example........................ 350
Annex 8. SP&L Approach Survey Questions (ENglish) .........ccccccevvveviiiiiiciecicciee, 351

26 | 365



Figures and Tables

Figure 1: Four main factors of influence from utilitarian frameworks for benefit corporations

.......................................................................................................................................... 63
Figure 2: Vocabulary equivalence from utilitarian texts to benefit corporations .................... 63
Figure 3: Interpretation of the utilitarian system for organizations ..............c.ccocvevrviiinicnnenn, 64
Figure 4: interpretation of the utilitarian system for modern benefit corporations................. 65

Figure 5: Calculating the utilitarian ethical value of an action with the Felicific Calculus
thought out by Jeremy Bentham............ccoiieiiiiiiieie e 67
Figure 6: Derived algorithm to estimate the utilitarian ethical value of an action with the
Felicific Calculus, derived from the work of Jeremy Bentham (source: Mike Sinn, How to
Calculate Morality using the Utilitarian Calculator, 2012)..........cccccoeiviieiieieeie e, 67
Figure 7: identified stakeholders, from Freemanto B Lab ..........ccccccoooviiiiiiiccecce e 72
Figure 8: United Nations Environment Programme, Social life cycle alliance, and lifecycle
initiative’s identification of stakeholders for SLCA (2021)....c.cccvviiiiiiiiiiniienieieiienen 73
Figure 9: United Nations Environment Programme, Social life cycle alliance, and lifecycle
initiative’s identification of stakeholders for SLCA (2021), placed throughout a product
FITECYCIE ..t 74
Figure 10: benefit corporations factors of alignment and evolution from Utilitarianism........ 78

Figure 11: hypothesized pre-conditions for the development and continuous use of accounting

Figure 12: Environmental value creation investigations from positive research, based on

DEEYAN (2013) .. eeeieiieitiee sttt bbbt bbbt 85
Figure 13: value accounting hypothesis for social and environmental outcomes.................... 85
Figure 14: social value accounting NYPOhESIS........c.covviiiiiiieiie e 86

Figure 15: Current activity-based social and environmental accounting and valuation options

Figure 16: Specific valuation approaches for the EP&L, Impact Valuation and Mutual P&L 88
Figure 17: Main critiques of impact accounting, based on Morales and Sponem (2015)........ 89

Figure 18: French and Anglo-Saxon P&L Models main features, based on Zuca and Tinta

(2012) ..ottt a et ne b et et ne s a et e re e 94
Figure 19: P&L stage and associated type of performance analysis.........ccccoverveniniinineniene 95
Figure 20: four factors of convergence between the EP&L and SP&L approaches................ 97
Figure 21: four factors of divergence between the EP&L and SP&L approaches................... 99

27 | 365



Figure 22: the SP&L features, process and interpretation and identification as P&L framework

.......................................................................................................................................... 99
Figure 23: the EP&L features, process and interpretation and identification as P&L framework
........................................................................................................................................ 100
Figure 24: thematic overview of responsive CSR approaches, derived from Yousfi & Loukil
2020 PSSR 103
Figure 25: drivers and translation for CSR defensive, promotional and strategic approaches
........................................................................................................................................ 104
Figure 26: schematization of Visser’s (2016) criteria for CSR strategic integration............. 106

Figure 27: United Nations Environment Programme, Social life cycle alliance, and lifecycle
initiative’s identification of stakeholders for SLCA (2021)......cccvriiiiiiiiieniiiniieieeeee 110
Figure 28: United Nations Environment Programme, Social life cycle alliance, and lifecycle

initiative’s identification of stakeholders for SLCA (2021), placed throughout a product

FITECYCIE .. 111
Figure 29: direct, indirect or influence level hypothesis depending on type of resource allocation

........................................................................................................................................ 112
Figure 30: stakeholder’s relation to COre aCtiVItIES ........ccevvreervriieeiieneesre e 112
Figure 31: stakeholder’s dependency on core activities..........cuvereerreiieenieieneesneseesee e 113
Figure 32: stakeholder level of dependency and core relation to business activities............. 114
Figure 33: stakeholder affected by CSR-related decision-making..........c.cccccecevvvevviiieiiennenn, 116
Figure 34: CSR initiative cost-bearing per stakeholder category ........cccccoeiiiiiiiinicienen, 117
Figure 35: CSR initiative projected benefit level per stakeholder category .........c.ccccveuenneee. 117

Figure 36: Projected agency level per stakeholder per CSR-related decision-making type .. 118

Figure 37: Agency, Cost and Value factors per strategic CSR-related decision-making process

........................................................................................................................................ 118
Figure 38: four redistribution levers for corporation towards value chain partners............... 120
Figure 39: Full data control model schematization propoSition...........ccccccevereieneneeiieninnnn, 126
Figure 40: Decision-making Full Data Control Framework ............ccccoovviiieiiiiiiecie e, 127
Figure 41: Communication Full Data Control Framework...........c.cccoevvviiieiie i, 127
Figure 42: IT System Integration proposition for social and environmental output data ...... 128
Figure 43: scope of targeted audiences for social and environmental measuring tools......... 140

Figure 44: Adoption framework for social and environmental tools, using life cycle analysis
] £2 10 [ T PO P PP PPR PP 142

28 | 365



Figure 45: Overview of B Corp certified or Société a Mission in the fashion industry......... 152
Figure 46, fashion industry drivers, challenges and initiatives, derived from Riemens, Asseman

aNd LeMIEUX (2023) .....veeieeiecieeiie ettt ettt e e enes 156
Figure 47: key objectives and focus areas from three European luxury fashion groups ....... 157

Figure 48: key objectives and focus areas from three European luxury fashion groups per action

Figure 49: key CSR goals alignments between three of the main Luxury fashion groups, per
T [0 TR0 o L= OSSR 160
Figure 50: common luxury key CSR goals, analyzed in terms of action scope, data access and
TINK 10 DENETIT ...ttt enne e 161
Figure 51: Interpretation in situ of Smith and Lewis’ (2011) organizational paradoxes........ 166

Figure 52: Interpretation in situ of Smith and Lewis’ (2011) organizational paradoxes,

highlighting the place performance management tools in the process............ccccceeveunene. 167
Figure 53: three main analytical frameworks, derived from Ghaffari (2013)..........cccceevnee. 169
Figure 54: standard creation in three focuses, derived from Ghaffari (2013)...........c.ccc....... 172
Figure 55: Main sociology perspectives on management tools before 2013, from Ghaffari

201 OO 174
Figure 56: Social analysis of management tools, adapted from Chiapello and Gilbert (2013)

........................................................................................................................................ 176
Figure 57: Intrinsic and external data value evolution.............c.cccccvveviiicie e, 181
Figure 58: Big data system pre-requisites and perimeter fOCUS ..........ccccovvreninenininiicienen, 182
Figure 59: Data qualities, process requirements and related USES..........ccccovevireneneniciennn, 185

Figure 60: Data credibility requirements, for both data assessment and data processing system,
aligned on Paik’s proposition (2019) ........cccoviiiiiiiiiiiiiii 186

Figure 61: Ethical risks associated with performance visualization, per stakeholder category

Figure 62: Interpretation of Kaufmann’s proposition of business intelligence as a socio-
technical cognitive system with a simplified articulation between data stages ............. 193
Figure 63: Interpretation of Kaufmann’s proposition of business intelligence as a socio-
technical cognitive system — per data STAge ........cccevverererirerieee e 194
Figure 64: projected costs and added value for the implementation and use of data management
systems, per stakeholder CatEgOrY ........coviiiiieiiie s 196
Figure 65: Cost control and output range, per stakeholder category ..........ccocevveririenennnnnn 197

29 | 365



Figure 66: adaptation of Kaufmann’s data intelligence cognitive system, integrating relevant
stakeholders to thiS PErSPECLIVE ...........uiiiiiieieiee e 201
Figure 67: adaptation of Kaufmann’s data intelligence cognitive system, with a fuller
Stakenolder INTEQIatioN ..........ccveiiiie ettt ens 202
Figure 68: Interpretation of Kaufmann’s proposition of business intelligence as a socio-
technical cognitive system — data effectuation Stage ...........ccovvrverieeninin e 204

Figure 69: Systemic control model proposal, including stakeholder scope and full cost visibility

........................................................................................................................................ 205
Figure 70: documentation mobilized within the SP&L conceptualization ............c.cccvevneee. 215
Figure 71: Main impact categories selected per stakeholder category...........ccccoovvirvrnnnnnn. 217
Figure 72: Impact categories selected for the “Worker” stakeholder category...................... 217

Figure 73: Impact categories selected for the “Local Communities” stakeholder category .. 218

Figure 74: Impact categories selected for the “Society” stakeholder category............c..c...... 218
Figure 75: Impact categories selected for the “Clients” stakeholder category ...................... 218
Figure 76: Overall SP&L approach impact scope for WOrkers...........cccoovevvveveiecincceciennnn, 220
Figure 77: Overall SP&L approach impact scope for local communities, society and clients

........................................................................................................................................ 221
Figure 78: Detail of SP&L impact categories and MetriCS.........oovuvererenereneneseseeeeeeen, 228
Figure 79: Grading process per impact metric with associated calculation method.............. 229
Figure 80: Evaluation RationaleS OVEIVIEW ..........c.ccveiuiiieiiieiie e 230
Figure 81: Means Maturity Grading PropoSItioN ...........ccccoiriiiiininienesie e, 233
Figure 82: mandatory and optional metrics for data completion ..............cccocevvnivinicienen, 235
Figure 83: size criteria for data COMPIEtioN ...........cccoveiiiiciiic e 237
Figure 84: example for an organization SP&L dashboard............c.cccceviviiiiiii i, 239
Figure 85: example for an organization SP&L dashboard............c.cccceviviiiiiici e, 240

Figure 86: Interpretation in situ of Smith and Lewis’ (2011) organizational paradoxes ....... 244

Figure 87: Interpretation in situ of Smith and Lewis’ (2011) organizational paradoxes,

highlighting the place performance management tools hold in the process .................. 246
Figure 88: standard creation in three focuses, derived from Ghaffari (2013)..............cc.c...... 249
Figure 89: three main analytical frameworks, derived from Ghaffari (2013)..........cccevnee. 251

Figure 90: Process and implementation of the SP&L within data management systems...... 251

Figure 91: adaptation of Kaufmann’s data intelligence cognitive system, with a stakeholder

30365



Introduction

Opening his essay on moral philosophy as a key factor to comprehend modern bureaucracies,
Mclintyre (1992) stated that “the practical world of business and government is haunted by
unrecognized theoretical ghosts”. In the fashion industry, this could be translated to a familiar
“everything old can be made new again”, a reiterative creative and Strategic process based
intuitively or consciously on past work and theories, instrumental to the trend system and
fashion companies’ own business models. In the case of fairly new and expanding benefit
corporations, one of these theoretical ghosts could very well be utilitarianism, and utility-based
decision-making. When in November 2020* fashion brand Chloé’s Chief Executive Officer and
President Riccardo Bellini, in an interview given to fashion-business review Women’s Wear
Daily about Chloé’s shift to a purpose-driven business model, disclosed his intention for Chloé
to create “a social profit and loss account, akin to an EP&L, which is believed to be a first for
the industry”, there was something old, something new and something borrowed about the very
concept. Something old, or as MclIntyre (1992) stated “an unrecognized theoretical ghost” in
the creation of a utility-focused tool aimed to inform and maximize the efficiency of decision-
making to benefit all stakeholders, something new, in creating an open source methodology
with possibly innovative features, scopes and applications, and in the specific focus on positive
social impact, and something borrowed in creating a methodology which would build on, and
possibly complement, both the EP&L2 (Environmental Profit & Loss), a pioneering tool
developed by Kering in 2013 allowing the assessment and valuation of the environmental

impact throughout the supply chain of fashion houses, and traditional P&L frameworks.

1 https://wwd.com/feature/chloe-purpose-sustainability-women-1234652507/
2 https://www.kering.com/fr/developpement-durable/mesurer-notre-impact/notre-ep-1/qu-est-ce-qu-un-ep-I/
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In September 2020, Chloé officially started an industry and academic collaboration with the
Conservatoire National des Arts et Métiers (Laboratoire Interdisciplinaire des Sciences de
I’Action), and the Institut Frangais de la Mode (IFM-Kering Sustainability Chair) by co-
financing a Cifre PhD contract to develop the SP&L methodology, deploy the tool within its
own systems and activity perimeters, and open source it in 2023 for other brands, within or
outside of the fashion industry, to critique, consider or perhaps even deploy. The effort was part
of three larger conversations: one, how to gain better visibility on both social and environmental
practices within the supply chain, two, how to systematically integrate social and environmental
impacts, with a common valuation or vocabulary, within fashion businesses’ business models,
accounting and reporting formats, and three, how to better capture, translate and highlight the
potentially positive social impact of the fashion industry. This new perspective on
responsibility, accountability, resource and value management could be part of what created for
businesses philosophically and juridically a need for status redefinition, and operationally a
need for social and environmental performance accounting, for instance through the use of
extended P&L formats, to rationalize financial, social and environmental resource allocation

outcomes.

Between 2020 and 2023, Chlo¢ has been progressing further and further into becoming “a force
for good”, which could be translated into “a moral agent” within and beyond its own industry.
In 2020, Chloé communicated a purpose “Women Forward. For a Fairer Future.”. In 2021,
Chloé became B Corp-certified®, being the first luxury fashion brand in the market of B Corps
to do so. In 2023, went a step further by juridically becoming a “société a mission”. The
evolution was achieved with the nomination of, and open and constant confidence vote for

Gabriela Hearst as Artistic Director, and Aude Vergne as Chief Sustainability Officer. With

8 https://www.bcorporation.fr/b-corp/2862/
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this came the mission to creatively and strategically integrate social and environmental impacts
as a systemic decision-making factor. Operationally and throughout the three-year evolution
this meant that, as Riccardo Bellini stated “every time we [Chloé] launch a new product, we
ask ourselves how we can decrease that environmental impact: how can we use the power of
our sourcing to create a larger value for our communities and stakeholders*”, describing the a

“constant trade-off” throughout the decision-making process.

The SP&L became in 2020, along with the B Corp certification, a joined focus for both the
operation team, and for the new and expanding Sustainability team. The role of the
methodology for the SP&L approach was to first access (or enable) and then translate (or
analyse and manage) new social insights in a way which would better inform decision-making
processes, and maximize decision-making utility while facing operations trade-offs. The work
around the SP&L was structured over two years to develop, implement, deploy and open source
the tool in March 2023, with an initial peer review in 2021, a private-sector peer review
(auditing consulting firm) in 2022 and an industry-led consultation around the tool organized
in 2022 by the Fédération de la Haute Couture et de la Mode (FHCM). The tool was first
operationally tested through a research-developed beta version, before being produced an
integrated within Chloé’s systems in early 2023 to enable some of its initial immediate features

(reporting, resource allocation accounting, and supplier’s selection) to be used.

In many ways, the SP&L approach, Benefit Corporations and the B Corp certification, could
be considered direct heirs to the utilitarianism philosophy, re-using its concepts, terms and main
equation with a translation of the keywords. In this way, contemporary work on benefit-based
thinking, value distribution, and stakeholder theory could be considered as a re-iteration of

utilitarian perspectives from the 18th and 19th century, namely from Jeremy Bentham (1832)

4 https://wwd.com/fashion-news/designer-luxury/gabriela-hearst-chloe-ceo-business-interview-bellini-
1235503741/?sub_action=logged in
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and John Stuart Mill (1843). Benefit corporations® formats appear as a relatively new solution
for businesses to evolve and transition their juridical and strategic models from profit-centered
systems, accounting for capital flows to guide decision-making, towards benefit-centered
ecosystems, accounting for financial outcomes and value creation towards their stakeholders
and their environments in order to guide decision-making. The critique of benefit corporations
as hybrids formats serving two incompatible purposes (Schlossberger 2016) seems to cascade
from a set familiar and historical questions: what is the utility of a business? Can we create
value towards people through informed decision-making, and how do we account for it? How
do we communicate around it? We seemingly had a series of propositions to answer these
questions starting in the 1830s. Utilitarian offered the following equation “How do we
maximize the utility of our choices to maximize happiness?”” which we translated and updated
to “How can our decisions benefit and create value for all of our stakeholders?”. A
contemporary translation of “act utilitarian” could be that the rationale for decision-making in
organizations should always be the maximization of positive social impact, with a focus on
valued consequences, or, in contemporary terms, outcomes. Actions can and are to be evaluated
from the social benefits they create, or in 18th and 19th century terms, from the “happiness and

pleasure” that they produce, with utility as a guiding principle for taking action.

If the main terms and equation remains eerily similar, there two major evolutions from the
1830s to the 2020s. First of all, there was a shift in focus and in application for utility thinking,
from public to private governance and activity management. The utility reasoning which was
for Bentham meant to be applied to public organizations and principles of efficient governance
is now applied to businesses’ governance. A second factor of evolution is the pre-eminence of

business data management, facilitating information access and treatment, and data visualization

5 https://www.bcorporation.net/en-us/ also, see Levillain K, Segrestin B, Hatchuel A (2021), La mission: une norme de
gestion comme fondement de la gouvernance de 1’entreprise responsable, in Revue Internationale de droit économique,
2021/2 (t.XXXV)
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tools facilitating information translation and providing systematic aid and support for decision-
making. As the result of a “practical problematization” (Berthelot, 1996) the creation and
deployment of the SP&L can thus be analysed dually: in terms of what is achieves to do (its
utility, or performance), and in terms of the role it plays and what it translates from the
organization that sponsored it (the role it plays and use within the organization). This comes
down to analysing the SP&L in terms of intrinsic capacities (a business management and data
visualisation tool which translates and highlights social performance), but also in terms of its
scope and the role it serves within organization (systematically integrating a form of social data
within decision-making processes, an provide insights which will facilitate interactions
regarding what is being measured, evaluated and valued through the use of the tool). In the
conclusion of her book “Sociology of business management tools”, Eve Chiapello (2013)
remarks that social facts can be both masked and revealed by sociotechnical analysis, and that
business management tools have become in themselves “indispensable mediators of social
relations”. A part of creating the SP&L we thus had to both consider its possible added-value
as a management tool in itself, in the role its plays in gaining the necessary insights to better
manage outcomes, and as a tool for interaction and communication within, and possibly outside

of, the business, it serves.

The pre-requisite to create SP&L, and first role for the methodology was to ensure a systematic
access to social practices information for a selection of stakeholders, in order to better consider
this information for resource allocation, at multiples levels: per product, per supplier and for
overall activities within a given timeframe (collection) or financial year. Thus in itself, the
SP&L had to possess two key features: one focused on access, by providing a new solution to

collect social data and measure social impact throughout the value chain since “you cannot
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improve what you can’t measure”® and one focused on positive impact translation, by finding
a way to translate positive outcomes into factors of value, to enable this information to be
computed and analysed within a resource allocation framework. The key role for the tool was
then to translate social practices information into positive social performance indicators,
harmonized, comparable and monitorable over time, which could then be integrated into
resource allocation analysis and make the P&L picture more dynamic and anchored within a
reality that includes stakeholders and their environment. Describing the current direction for
the brand, Bellini told in February 2023 WWD that “What unites us, especially in those difficult
moments, is this shared conviction and shared ambition to prove something that today does not
exist.” In that way, the difficult role of the SP&L was to make possible a decision-making
process which systematically included social information, facilitated by social performance

factors which could be monitored over time, and accounted for.

Further, by specifically choosing a “P&L” basis, the tool was had to possess the capacity to
integrate social practices within at minimum, an outcome-based framework, and more
efficiently perhaps, within a resource allocation analysis framework. A P&L in itself can be
considered the representation of an input-output model, and/or of a resource allocation equation,
based on an efficiency hypothesis linking resource allocation and (positive or negative) value.
In that particular equation, the ideal outcome, or “profit” generates positive value creation,
traditionally benefiting shareholders, through (efficient or non-efficient) resource allocation, or
“loss”. The additional of “Social” to “P&L” creates a new paradigm for resource allocation:
that resource allocation efficiency be considered not only for all relevant stakeholders (based

on stakeholder theory), but through an enriched social key performance social indicators offer.

6 https://wwd.com/fashion-news/designer-luxury/gabriela-hearst-chloe-ceo-business-interview-bellini-
1235503741/?sub_action=logged in
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If a P&L is an activity picture presenting an equation between resource allocation and value
generated, the SP&L in itself, even as an enriched P&L or updated format, is far from being
new, and could be considered a new reiteration of an older utilitarian equation, a felicific
calculus’ aimed at optimizing social positive outcomes and maximizing happiness for each
decision taken using a standardized scaling system, with updated vocabulary. Businesses, as
moral agents, aim to maximize the social utility of their decisions (in their case, resources
allocation, with resources and leverages being time and money), and in modern terms benefit
stakeholders, or in utilitarian terms maximize their stakeholder’s happiness which each decision

taken.

The role of the SP&L, as an interpretation of a P&L was hence dual: enabling a P&L analysis
by providing access to relevant and comparable data (or providing data evaluable consistently
according to a set of standards), and creating the basis for a resource allocation analysis,
associating resources to evaluated practices in a way to would translate a level of efficiency.
This interpretation is partially, but not entirely aligned with the interpretation of the EP&L as a
P&L. A decade ago the EP&L filled three gaps within the fashion industry value chains. First
and foremost, the access to comparable environmental data for operations and the supply
through the selection of six measurable environmental key performance indicators, including
Co2 emissions, water consumption, water pollution, land use, air pollution and waste
production, or in other word a panoramic view of environmental activity outcomes from raw
material acquisition to products’ retail. Secondly, the visualization of outcomes at several levels
for organizations, including the outcomes for overall activities, product and materials. Thirdly,

the translation of quantified outcomes into value, by mobilizing financial proxies, in order to
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integrate the results of the environmental assessment within existing accounting format such as

performance reporting, accounting and traditional P&LS.

The SP&L was meant at its inception to mirror both the access and multi-visualization
dimensions, but differed from the EP&L from the start in two different ways. First, the focus
for the methodology and upcoming tool was on its utility for decision-making, which meant
providing a resource allocation analysis feature without necessarily using financial proxies. In
that way, monetization was approached less as a final translation and more as the result of
resource allocation analysis, or the result of an equation without the use of proxies. Secondly,
the focus on social impact enables the assessment of potential positive impact factors, meaning
factors that go beyond the assessment risk levels for stakeholders due to companies’ activities.
In this way the goal for the methodology was less to focus on monetizing negative outcomes
and risk levels, or on systematically relating environmental risk mitigation to operational
decision-making, and more on capturing social value creation, and capacity-building efforts’
efficiency. Beyond the type of criteria that were measured and translated, the methodology had
to be adapted to reflect the specific focus on positive impact, while still providing a way to co-
visualize social and environmental outcomes together, and within resource allocation and
impact forecast formats. In both cases however, the first use of P&L formats was to provide
accessibility, visibility and control, in order to facilitate decision-making (or accounting), and
secondarily to facilitate integrative business performance reporting over time (or accountability

through reporting processes).

Further, the creation of the SP&L approach had to not overlap but to pragmatically complement
existing social measurement and evaluation processes in place. First of all, it had to complement
social auditing processes, as well as other literature on human rights and due diligence, or hot-
spot analysis which focus on supplier’s practices by ensuring that no workers mobilized on a

given brand’s product face no risk. Secondly, the SP&L had to complement positive impact
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certifications such as the B Corp certifications, with a focus mainly on operations and
headquarters, containing a set of governance and relation to the supply chain criteria, but no
harmonized criteria throughout value chains. Thirdly, the new methodology had to complement
the UNEP (2021) proposition for social lifecycle analysis (S-LCA), focusing on assessing the
impact per product on six types of stakeholders (workers, children, value chain partners,
society, client and local communities). In the same way, the SP&L approach had to complement
the current effort by the French government on social labelling for products, with a focus on
communicating human right diligence data per product. The creation of the SP&L had to both
complement and integrate innovative features when relevant from experimental methodologies
such as social lifecycle costing & inventories (SLCC, SLCI), which provide value distribution
and redistribution propositions at the product level. Lastly, the SP&L had to complement
existing propositions for Social Return on Investment (SROI) methodologies, which focus on

valuing the social impact of targeted investments.

All of these methodologies represented parts of a social impact puzzle that the SP&L approach
strived to bridge and at times, complement to present a fuller and coherent activity picture
including social practices and outcomes. This meant filling the gaps and potentially creating
added-value by concentrating on enabling a systemic positive social practices data collection
all throughout fashion value chains’ scope, quantified, harmonized and comparable over time
in order to enable reporting and accounting. Four axis thus guided the development of the
SP&L: one, ensuring and enabling an harmonized data collection per stakeholder through the
value chain to provide, two, comparable data over time to enable three reporting, accounting
and resource allocation analysis, and four sufficient data to provide a multi-level analysis for
product, collection and activity social outcomes through data visualization tools. The results, a
methodology, associated business management and data visualization tool, were communicated

via the open source of the methodology note and deployment formats, including data
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assessment, evaluation, code, and visualisation templates, in March 2023 on Chloé’s

ecommerce site.

40 | 365



Research Methodology and Approach

Conceptual Framework

The SP&L approach in itself is a data approach, an accounting approach, and a utility-oriented
approach. Meant to reconcile utility and value for traditionally extra-financial factors, the SP&L
was essentially meant to become a business and data management tool aimed at facilitating
decision-making within fashion organizations. The ideation, development and implementation
of an SP&L for the fashion industry led us to observe, analyse and articulate both the contextual
factors for the tool, and to anticipate both its capacities and limitations as a business
management tool.

Our conceptual framework is therefore dual. First and foremost, because of the nature of the
research work (developing a methodology which can be deployable as a business management
tool), we mobilized the literature regarding sociology and genealogy of management tools in to
guide the SP&L development and deployment process. We further mobilized recent big data

literature, focusing on system operability and big data treatment, in order to gain perspective,
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analyse and anticipate the integration of new information within existing data systems and
decision-making formats. Secondly, we analysed the historical, contextual, and conceptual
frameworks and factors which shaped the development of the business management tool. We
therefore articulated utilitarianism, CSR strategic integration, organizational paradoxes, and the
integration of the stakeholder theory within business models and processes in order to get a
better grasp of the structures which proved instrumental to the creation of the SP&L and to its

implementation.

Historic D Utilitarianism

Transition toward benefit corporations

Contextual D l l
CSR strategic integration Stakeholder integration
Resource allocation T
. E}.(tended o Value (Re)distribution
definition of value optimization

Tool

Management D l i i

Pre-requisite: Access to information
Mean: Use of data management and integrated accounting tools

Schematization of the analytic structure mobilized for the research work on the SP&L

A)Analyzing the SP&L as a business and data management tool
The rationale and raison d’étre for the research work was the creation of a social profit & loss
approach, which meant developing the methodology basis for a business management tool, and
for a data visualization tool. The very first axis for our conceptual framework is thus the

sociology of management tools. Chiapello (2013) describes our societies as “increasingly
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regulated by mechanisms that claim to be management”, with “the place of tools (standards,
indicators, dashboards, information systems, etc.)” becoming “considerable”, emphasizing
“that management tools which have emerged from businesses have gained a significant
importance in the social economy, and beyond the realm of businesses”. Since the 1990s,
research in sociology, political science, social psychology and management science has begun
to focus on these objects, constituting an important but very fragmented scientific production.
Throughout the conception, implementation, deployment of the SP&L as a business
management tool and the publication as an open-source methodology, we mobilized the insights
of sociology of management tools in order to consider critical insights at each relevant stage of

the process.

B) Analyzing perceived trade-offs and organizational paradoxes
The SP&L approach as a methodology, and as a business tool, is first and foremost an attempt
to bridge several gaps: the first being the gap in access when it comes to harmonized and
comparable social data, and the second being the gap in a common vocabulary for social,
environmental and financial activity outcomes. Chloé’s CEO and President Riccardo Bellini
described a “constant trade-off” in the decision-making process, which could considered to be
a product of the type of environmental, social and financial available, but also could be directly
derived from the utilitarian, or moral perspective applied to benefit corporations. In that way,
we mobilized within our conceptual framework organizational paradoxes theories (Cameron,
1986, Poole, 1989, Lewis, 2000), which focus on the nature and management of competing
demands. Foundational work on paradox in organizations emerged starting in the late 1970s
and 1980s, across several fields and disciplines including philosophy, psychodynamics,
psychology, political science, communications, sociology, negotiations and conflict resolution.

Underlying the theory of paradox is ontologies of dualism — two opposing elements that
43| 365



together form an integrated unity and dynamism of ongoing change. Scholars have defined
paradox as tensions that are contradictory, interdependent, and persistent, noting their dynamic,
everchanging, cyclical nature. We focused on paradoxes management, and more particularly
on belonging paradoxes, organizing paradoxes and performance paradoxes. Mobilizing
organization paradoxes enabled us to get better insights when it comes to both the context of

the SP&L creation but also when it comes to its intended uses.

C)Recognizing, capturing and maximizing decision-making
utility

In order to find the roots to those paradoxes and competing demands we mobilized utilitarian
philosophy and the prism of morality for businesses. When directed toward making social,
economic, or political decisions, a utilitarian philosophy would aim for the betterment of society
as a whole. Utilitarianism is a tradition of ethical philosophy that is associated with Jeremy
Bentham and John Stuart Mill, two late 18th- and 19th-century British philosophers,
economists, and political thinkers. Mobilizing a utilitarian perspective, actions are righteous in
proportion to their promotion of happiness for all beings. In this, Mill and utilitarianism assume
that an action or practice is fair (with respect to any alternative action or practice) if it leads to
the greatest possible balance of beneficial consequences (happiness for Mill) or at the least
possible balance of bad consequences. Consequences, or outcomes and performances, are hence
consider to be the central analytical focus. Mill argues that the concepts of duty, obligation and
right are subordinate to, and determined by, which maximizes the benefits and minimize the
negative consequences. Applied to organizations, this perspective provides an open question
regarding the notion of morality and utility in organizations, translated in a modern way by the

notions of mission and purpose, and their responsibility to stakeholders.
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Assessing social performance meant focusing on stakeholders theory. In 1984, R. Edward
Freeman originally detailed the Stakeholder Theory of organizational management and
business ethics that addresses morals and values in managing an organization. His book
“Strategic Management: A Stakeholder Approach” identifies and models the groups which are
stakeholders of a corporation, and both describes and recommends methods by which
management can give due regard to the interests of those groups. That view is in opposition to
the long-held shareholder theory proposed by economist Milton Friedman (1970) that in
capitalism, the only stakeholders a company should care about are its shareholders - and thus,
its bottom line. Friedman’s view is that companies are compelled to make a profit, to satisfy
their shareholders, and to continue positive growth. This theory, closely linked to utilitarianism,
could also be considered in the way decision-making utility relates the outcomes on
stakeholders. In this way, we mobilized the body of work rationalizing trade-offs and decision-
making theory, for instance game theory, relating decision-making mechanism to stakeholder
theory and CSR. Game theory is a theoretical framework for conceiving social situations among
competing players. Game theory can be considered as one of the sciences of strategy, or at least
the optimal decision-making of independent and competing actors in a strategic setting. The
pioneers of game theory were mathematician John von Neumann and economist Oskar
Morgenstern in the 1940s. Since 2008, a few researchers (Sacconi, 2008, Lozano, 2011, Zhu
and Li, 2013) applied at the least partially the game theory to CSR settings, relating game theory
to stakeholder theory, with CSR being defined as “a multi-stakeholder model of corporate
governance and fiduciary duties naturally emerging from a critical assessment of the incomplete
contracts view of the firm based on concepts like as authority and residual rights of control.”
(Sacconi, 2008). We would like to go further, on one hand, by linking Game Theory to both

Stakeholder Theory and strategies linked to the strategies of CSR integration within
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organizations, and on the other hand, by linking Game Theory to both Stakeholder Theory and

Value Attribution.

D) Strategically integrating CSR and attributing value

Beyond assessing social performance, the necessity to assess social performance in a way that
could be integrated within reporting and accounting formats which include social,
environmental and financial insights led us to mobilize the body of work on strategic CSR, or
the analysis on how to integrate CSR within business models and processes, as opposed to
treating it as a separate matter. The interaction between corporate social responsibility (CSR)
and value creation has been analysed since the 1970s, with at its very core the question of
whether or not CSR should be integrated within corporations’ processes, activities and culture
or remain collateral (Bosch-Badia, 2013). The value creation of CSR has been thoroughly
researched, from risk reduction to its capacity to create long term value and profits, to create
competitive edges for companies through the contribution to innovation cycles (Vilanova,
Lozano, Arenas, 2009), for instance by creating new opportunities (Bosch-Badia, 2013). CSR
has often been dualized depending on its potential for value creation and profit for corporations
through integration within companies’ culture, activities and processes. On one hand, CSR as
a mean to return profits to society (as opposed to an investment) corresponds to residual CSR
(Freeman, Harrison, Wicks, Palmar, Colle, 2010), responsive CSR (Porter & Kramer, 2006),
collateral CSR (Bosch-Badia, 2013) and peripheric CSR (Levillain, 2015). On the other hand
strategic CSR (Porter & Kramer) or integrated CSR (Freeman, Harrison, Wicks, Palmar, Colle,
2010) correspond to the capacity of companies to identify and solve social issues and
simultaneously to create profit, aligning with the proposition of shared value (Porter & Kramer,
2011) as an end goal for corporations. The latter also corresponds to Benabou and Tirole’s

(2009) win-win perspective on CSR from a corporation’s viewpoint. This specific conceptual
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framework helped guiding us while conceptualizing how social performance outcomes could
be integrated within updated reporting and accounting formats which would include
environmental and social factors of performance, or key performance indicators in order to

guide decision-making.

Research Questions

Throughout the conception, implementation and deployment of the SP&L we addressed how a
business management and data visualization tool was developed and implemented to provide
additional means of access, translation and resources management when it comes the social
positive within the fashion industry — and more particularly within a corporation towards a
benefit-based juridical status and business model. We explored how business management tools
represent an essential mechanism for the accountability (and control) process that is essential
to CSR, and can help integrating CSR within businesses. We further explored how data
visualization tools represent a leverage for utility-based decision-making, by highlighting the
dynamics between financial, social and environmental forecasts and outcomes which are often
considered “trade-offs”, being instrumental in informing decisions, without becoming in
themselves substitutions for vision or strategy.

Therefore, based on the initial task from Chloé, and taking into account the specificities of both
benefit corporations and the fashion industry value chains, we studied the extent to which
business management tools and data visualization tools could enable companies to link back
impact and value creation. Further, by analysing the SP&L intrinsic features, we analysed the
roles played by access (or measurement), translation (or evaluation), and management leverage
(or visualization), in fostering efficiency, optimization and value creation when allocating

resources.
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Research Hypothesis

Throughout the thirty months working with our industry partner developing the SP&L approach
we tested the following research hypothesis: first of all the specificity of assessing positive
social outcomes and impacts (1), secondly, the necessity to bridge the activity scope gap and
harmonize data collection and assessment throughout value chains (2), thirdly, the use of
visualization as a leverage for decision-making, (3), the specificity P&L feature as a framework
for rationalizing activity outcomes, and for informing and potentially optimizing resource
allocation (4), and the possible use of resource allocation frameworks such as an interpreted

P&L to relink social outcomes, performance and value (5).

Epistemology

Regarding my own research posture, | aimed to follow the radical (pragmatic) constructivist
current, taking into consideration the three hypotheses of Avenier (2018), namely that each
human being has his own experience of reality, that it is not possible to rationally (objectively)
know reality and that the subject and the object studied are inextricably linked. | therefore
considered throughout my research process that any knowledge is situated and that the
knowledge context has an influence on the experience of reality and therefore on the knowledge
produced. It seemed relevant to me to consider within the framework of this research that the
validity of the knowledge produced is based on its usefulness for action (pragmatism), including
in other situations (for other actors). The epistemological perspective that is chosen is that an

independent reality exists and that knowledge does not belong to an objective or ontological
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reality but concerns a world constituted by experiences (Von Glaserfeld, 1988). Generalization
and conceptualization are possible, and qualitative methods are preferred, in particular
participant observation. The choice of a radical (pragmatic) constructivist current is also
coherent with a utilitarian approach to CSR, as both focus on a knowledge produced based on

its utility (or usefulness for action).

Research Posture

We used a research-intervention posture in order to develop the content regarding the
development of the SP&L methodology and its deployment. The research-intervention stems
from management sciences (Hatchuel and Malet, 1986, Girin, 1990, Hatchuel, 2000) with a
“managerial, operational and prespective change” (Bedin, 2013) view and perspective.
Research-interview seems relevant as the research on the SP&L stems from a response to a
commission, given rise to “interactive, complex, even unprecedented productions (Bedin,
2013). This posture was inherited from research-action (Lewin, 1959), praxaological research
(Ardoino, 1980), applied research (De Ketele, Roegiers, 1991), collaborative research
(Charlier, Déjean, Donnay, 2004), and fundamental field research (Clot, 2009). The research
being sponsored, circumscribed by a convention, we find ourselves in a specific praxeological
configuration, which involve the researcher as placed both in a scientific posture and in a
posture of response to a business and social demand, as an interface but also as a source to
provide an analytical picture of reality and possible forecasts. From this research posture is
produced a “practical problematization” (Berthelot, 1996), which is answered by a work of
research which produces interactions with and integrates actors in a system of intervention

involving both the research team and practitioners.
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In practice: positioning and integration within the research
field

The goal with our research approach and positioning was to confront theory and practice,
research perspective and in-situ realities and observations. The objective was also for the
interaction between research perspective and industry realities to both help form a new
pragmatic approach, and enable the deployment of a new integrated management tool.

As a solution developed for a practical problematization in situ, the work on the SP&L therefore
led to a full operational integration, from a horizontal perspective within the organization
(product owners from several activity segments) and a visibility from a vertical perspective
(access to tap management from several activity segments, and experts advising on strategy).
The work on the SP&L also led to increasing interactions with organizations from the same
industry, experts on Sustainability within and outside of the fashion industry, and representants
from fashion federations. It also provided visibility on the full process of information
integration and use, and product lifecycles.

In practice, the research work meant a direct operational integration within the newly formed
Sustainability team of the organization, managed and led by a newly appointed Chief
Sustainability Officer, who was also appointed to the company’s Board. The team, independent
from Operations, oversees four action pillars, with one “product owner” or “head of” directly
responsible for each pillar: responsible sourcing (1), environmental impact management (2),
local communities and social impact management (3), and teams (4). Three of those four pillars
(responsible sourcing, environmental impact management, social impact management) are
directly related to operations, while the fourth pillar (teams) is mostly related to human
resources. The research work on social impact management and development of the SP&L
approach and tool lead to interactions with five teams, aside from the Sustainability team:

Operations, IT, Finance, Digital and Human Resources teams. This provided the opportunity to
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interact directly with product owners from Operations over the course of more than two years,
as well as with Digital and IT product owner over the course of more than a year. The research
work also led to interactions with the Sustainability Board, as well as with the CEO of the
company, at the initiative of the research work and SP&L tool creation.

The role within the organization consisted of being the product owner for the creation,
development and publication of a new methodology and tool, the SP&L. This pragmatically
meant from an operational perspective providing critical perspectives on responsible sourcing
and strategic topics from a social impact perspective, creating and overseeing the
implementation of the tool, overseeing and planning the strategic and operational use of the
tool, and providing specific training on social impact and social impact management.

The first year was dedicated to the operational work on social impact, responsible sourcing and
compliance, which provided the necessary insights for the creation and development of the
SP&L. The research work was thus focused around internal interactions within the organization,
interactions with suppliers and interactions with external experts on social impact. The second
year was dedicated to the testing and review of the SP&L, which led to interactions with other
brands from the fashion industry, a consulting firm active within the industry, and external
experts. The third year was dedicated to the strategic implementation of the SP&L, as well as
to the open source of the tool, which led to increased interactions with top managers, as well as
with IT and Digital teams for both the integration of the tool within IT systems, and the
publication of the tool on the ecommerce site. The third year was also focused on training and

on the anticipation of the use of the SP&L tool.
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Plan

In order to answer our research questions and to validate or invalidate our hypothesis, we will
address our topic through four lenses: the historical, conceptual influences and contextual
factors which shaped the conception of the SP&L approach (I), a tryptic of sociological,
genealogical and big data approaches to, integrated management and accounting tools (11),
before presenting the SP&L methodology and providing a specific case study of the

development and deployment of the tool (I11).

Overview of the main contributions and findings
Throughout our research work on the ideation, development, implementation and open source
of the SP&L within a fashion brand, we aimed to provide potential new perspectives on
conceptual frameworks for emerging management tools for corporations, integrating social
and/or environmental performance factors. We therefore analyzed the tool ideation and
development through several lenses. This included philosophical, organizational, economic,
sociological, genealogical, and big data lenses. For each item analyzed in this document, we
systematically aimed at providing either a systemic or a conversational approach, either when
it comes to understanding the context of development for new integrative accounting and
impact management approaches, or when it comes to analyzing the tools and approaches
themselves.
This led us to develop and propose several types of contributions, from conceptual frameworks
to practical analytical framework, which we will detail below. We classified our main
contributions in four main sections, which follow the plan and content of this thesis document:
(A) Conceptual frameworks for the historical rationales leading to the creation and

development of new management tools, such as the SP&L. We detail our findings and
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conceptual framework propositions related the use and reinterpretation of utilitarian
ideas, formats and vocabulary in a modern, benefit-oriented context for corporations.

(B) Conceptual frameworks for the contextual factors leading to the creation and
development of new management tools, such as the SP&L. We detail drivers for the
ideation of new integrated accounting tools such as the SP&L, mobilizing perspectives
on strategic CSR, as well as critical perspectives on accounting. We further provide a
comparative literature review regarding the development of social and environmental
management tools.

(C) Pragmatic frameworks propositions to facilitate social and environmental data access
and visibility, in order to rationalize operational processes. We detail contributions
regarding new data control and management tools and processes, created from creating
a dialogue between sociological and big data approaches to business management tool
analysis. Those frameworks are aimed at facilitating social and environmental data
visibility, management and help further integrating social and environmental factors
into decision-making, operations business models.

(D) The SP&L approach and methodology, which presents the main contributions from

the ideation, implementation and open source of the SP&L.

A)Conceptual frameworks propositions for the historic
rationales to the development of new integrated management

tools

In Part | (chapters 1 & 2), we propose that, inheriting from utilitarianism, organizations
increasingly aim to act as moral agents, monitoring outcomes on stakeholders, maximizing

positive outcomes as a factor of decision-making efficiency, and using performance accounting
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in order to evaluate social outcomes. We therefore propose that benefit corporations, the focus
on accountability and responsibility from corporations, stakeholder theory, strategic CSR, and
integrated accounting are derived from a utilitarian perspective, often unrecognized. We find
that current perceived “trade-offs” between financial and extra-financial are in part the result of
the transposition of a public utility accounting approach to corporation resource allocation
strategies. We further propose that the pre-conditions for the development and continuous use
of accounting tools stem from the systematic use of techniques such as instant randomization
in modern science, and from collective utility and individual accountability as factors of
democracy and modern government (chapter 2).

We hypothesize that the factor of heritage from utilitarianism and modern government approach
is the mobilization, translation and adaptation of existing financial accounting formats and
frameworks to include social and environmental factors. We thus provide an overview of
critical perspectives on accounting, and analyse current reinterpretations of P&L formats
(EP&L, SP&L). We first propose that despite standardization, P&L formats can be interpreted,
with a level of plasticity. Providing an analysis of the factors of alignment or differentiation
between EP&L and P&L, we offer a case-study for the place given for interpretation with the
initial intentions to (1) extend a normative framework, and extend activity-based cost
management to systematically and strategically include externalities to (2) improve decision-

making processes and results on stakeholders and their environment (chapter 2).

B) Conceptual frameworks propositions for the contextual
factors leading to the creation and development of new

management tools, such as the SP&L.
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We provide a thematic overview of strategic CSR (chapter 3), showcasing the drivers and
operational translations for CSR approaches (defensive, promotional, strategic). We further
propose operational criteria for CSR strategic integration. We precise the role of managerial
accounting in the context of CSR strategic integration. We mobilize a stakeholder approach to
precise and expand the criteria for strategic CSR through (3) hypothesis: (a) core dependency
and level of direct influence over stakeholders through core business activities, (b) agency, cost
and value, through learnings from CSR and stakeholder-adjusted game theory, (c) four value
distribution and redistribution leverages. We provide a small case-study regarding leverages to
distribute and potentially redistribute value helped us gain better insights into the intersections
between stakeholder interaction and value distribution as a practical tool to strategically
integrate CSR within decision-making. We further hypothesize that value control and value
(re)distribution or (re)allocation could help decision-makers not think about CSR in terms of
externalities or within a “trade-off” format, but as an intrinsic part of activities, operations and

value to manage efficiently.

In chapter 4, we analyze the gaps between social and environmental impact research. We find
both contextual (geopolitics, technology) and sociological (acceptation) rationales for the ten-
year gap between social and environmental research and methodological advancement. Doing
so, we provided a dual analysis of the emergence of social and environmental impact research
focuses and methodologies, mobilizing two typologies (targeted audience for use, and adoption
framework.) Analyzing the industry realities (chapter 5) which shaped the ideation and
development of new integrated accounting methodologies within the fashion industry, we find
two main drivers in the redefinition of business models (extended social objects) and the strive
to regain control over value chains. Analyzing published priorities in sustainability reports from

European luxury groups, we further find that eco-conception, traceability and circularity are
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identified as strategic priorities, making access, control, rationalization and optimization

essential for strategic and operational decision-making.

C)Pragmatic frameworks propositions to facilitate social and
environmental data access, visibility in order to rationalize

operational processes.

Based on our findings disclosed in Part I, chapter 1-5, we suggest defining a full control
business model as a business model functioning efficiently from full activity visibility and from
efficient and inclusive resource allocation. Shifting from outcome translation towards inclusive
cost allocation efficiency. We propose that central factors such as data management systems
interoperability, and the central use of resource allocation formats could facilitate the
operational integration of CSR and externalities and increase the acceptability of CSR. We
propose a dual range of analysis for decision-making utility: a risk-to-value spectrum (risk
management, optimization and value creation), and operational integration and coverage, in
order to ensure that decision-making covers both the operational integration of CSR and its full

spectrum.

In Part Il of this document, we discuss business and data management tools from sociological,

genealogical, and big data perspectives.

In chapter 7, we aim to provide a bridge between sociology of management tools and big date-
related research when analysing business management tools. We analyze data journeys and
processing systems, characterize data processes and credibility requirements, and highlight the
challenge of data systems to provide a form of consistency, or results immutability, upon which
decision-making could be based. We propose to rationalize analytical frameworks in alignment

with organizational processes (focus on standard creation, industrial rationalization, and uses).
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We further find that the genealogical approach can provide a basis to analyze three stages in

coherence with each other: the intrinsic rationale, the industrial implementation and the use.

In chapter 8, we provide an analysis of data visualization features used to facilitate and support
decision-making. We propose to include a stakeholder approach in data visualization. Building
on Kaufman’s (2019) proposition of business intelligence as a socio-technical cognitive system
providing value, we propose to include a mechanism for cost control and output range per
stakeholder category. Based on this theorical framework, we recommend to systematically
situate the value creation analysis, and to take into consideration (1) power imbalance in cost
allocation and technology management, as well as correlation between cost and narrative
control, and (2) stakeholder within cost-analysis benefit, while assessing the value potential of

data management tools.

In chapter 9, we propose that (1) a key missing element in current data management systems is
the integration of stakeholder analysis and (2) that the lack of integration of stakeholders within
data management system marginalizes their consideration in decision-making and associated
strategic frameworks. We hypothesize that this lack of integration leads to inefficient decision-
making, directly and over time, as performance and efficiency are solely associated with value
creation for shareholders and, partially, clients. We adapt Kaufmann’s (2019) Kaufmann’s data
intelligence cognitive system, with a fuller stakeholder integration. In this way, in order to
strategically integrate CSR, we suggest integrating (1) a stakeholder approach to activity data
collection (a data collection tailored per stakeholder), and (2) anticipating social and
environmental data collection related to activity. A more advanced integration of stakeholders
within data management framewaorks and processes does not however resolve the dual question
of control: (1) first of who holds the data control, and (2) of who, or which stakeholder, possibly

benefits from control management.
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In this way, based on our findings, we propose a focus on making cost analysis inclusive, by
integrating new performance criteria including a comprehensive range of stakeholders, in order
to quantify the utility and efficiency of resource allocation in an inclusive way. We believe that
this aspect is often neglected from data management system strategies, which leads to a sub-
efficient way of collecting, analysing and mobilizing social and environmental data in decision-
making processes. We therefore highlight the importance of linking a control model to an
inclusive cost focus in order to maximize decision-making efficiency in an inclusive way, and
provide a “full cost visibility”, in order to find a necessary alternative to externalities, triple
bottom lines and trade-off Systemic control model proposal, including stakeholder scope and

full cost visibility

D) The SP&L approach and methodology
In Part 111, chapter 10-12 of this document, we provided the full methodology for the SP&L.
From a methodological point of view, the SP&L has several innovative factors: it covers both
risks and potentially positive performance factors (goes beyond risk factors and compliance
factors), covers corporations’ value chains, thus enabling multi-level analysis facilitating
decision-making: analysis per organization, supplier, collection, product and material. It
focuses on systematically integrating social factors to resource allocation analysis and cost
control in order to better strategically integrate social impact within business models and
decision-making. Further, in Part Ill, chapter 13, we provide a critical analysis of the SP&L
from a organizational paradoxes, genealogical, sociological and data control perspectives to

highlight limitations and possible future contributions to integrated accounting approaches.
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Part 1

Accounting for decision-making utility: an analysis of the
conceptual frameworks and contextual factors which

shaped the SP&L
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1. A fundamentally utilitarian influence
In this first chapter we will focus on the fundamental grounding and heritage for the SP&L and
benefit-thinking from utilitarian thinkers (1.1), Jeremy Bentham’s hedonistic calculus as the
initial proposition for modern impact accounting (1.2), the heritage from utilitarian perspectives
for benefit corporations as new organization models (1.3) for stakeholders-focused and
redistributive models (1.4) before analysing the main evolutions from the utilitarian perspective

(1.5).

1.1 A fundamentally utilitarian perspective and four main factors
of influence

In the last page of his General Theory (1915), John Maynard Keynes stated that “the ideas of
economists and political philosophers, both when they are right and when they are wrong, are
more powerful than is commonly understood. Indeed, the world is ruled by little else. Practical
men, who believe themselves to be quite exempt from any intellectual influences, are usually
the slaves of some defunct economist (...) I am sure that the power of vested interests is vastly
exaggerated compared with the gradual encroachment of ideas”. In order to best apprehend and
comprehend the development of a social profit and loss approach and business tool for the
fashion industry, we first need to analyse the context of development (industry rationales and
organization rationales), and parallelly attempt to recognize the philosophical and economic
influences which form consciously and unconsciously form its very basis. The first, and perhaps
the main “unrecognized theoretical ghost” (Mclntyre, 1992) to point out and discuss for the
development of Chloé¢’s SP&L approach could be utilitarianism. We thus first consider the
influence of utilitarianism over the rationale of integrative profit and loss frameworks (social,

or environmental profit and loss approaches), and by extension, of the stakeholders’ benefit-
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oriented corporations they directly aim to serve. In this way, we argue that modern questions
regarding perceived trade-offs between the creation of value for shareholders or stakeholders,
or the way to integrate social and environmental impact within decision-making processes can
be considered as a re-iteration of utilitarian perspectives from the 19th century, namely from
Jeremy Bentham(1832) and John Stuart Mill (1843), themselves influenced by the teachings of
Epicurus (On Nature) himself using Diogenes as a source.

Utilitarianism questioned the morality of decision-making and mobilized utility as a guiding
principle, defining utility as “that property in any object, whereby it tends to produce benefit,
advantage, pleasure, good or happiness (...) or to prevent the happening of mischief, pain, evil,
or unhappiness to the party whose interest are considered” and utility to what we now, and after
Sen (1990, 1999, 2004) name stakeholders “if that party be the community in general, then the
happiness of the community: if a particular individual, then the happiness of that individual”.
In more contemporary terms, a translation of “act utilitarian” could be that the rationale for
decision-making in organizations should always be the maximization of positive social impact.
Another perspective would be to consider, with modern lenses, that utilitarian focused on and
valued consequences, outcomes and impact in the evaluation of decision-making rather than
intentions, centering around efficiency and maximization rather than moral absolutes. Actions
can and are to be evaluated from the social benefits they create, or in 19th century terms, from
the “happiness and pleasure” that they produce. Utility as a guiding principle for action is used
as decision-making guidelines: as principles for “acting utilitarian” (every time we act, we
should act for the greater good and for the greater number of people), and “rule utilitarianism”
(which enables us to refrain from acts that might maximize utility in the short run, and instead
follow rules that will maximize utility for the majority of the time).

What, then, for both businesses seeking to strategically integrate social and environmental

impact, and for the practical tools that they develop and use to achieve social and environmental
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impact integration within their business model and decision-making frameworks, could be the
main factors of influence taken for utilitarianism? There appears to be four: the self-definition
and capacity to act as a moral agent, or in modern terms as a “force for good®” (1) utility
maximization as a role and responsibility (2) with a focus on positive ends or consequences for
decision-making, or in modern terms “positive social impact” (3) through the use of “system”
or equation frameworks to create recommendations (4). Those key factor of influence are
schematized below (schematization 1, with a proposition for term or vocabulary equivalency in

schematization 2).

Four main factors of influence from utilitarian frameworks to benefit corporations

Utilitarian frameworks Benefit corporations

Definition of an organization as a benefit

Definition of the organization as a moral agent . . R
corporation and/or « Entreprise a mission »

Control of the consequences or ends for cach Control activities and impacts created
made decision through activities

Maximizing positive impacts and

Utility Maximization P N
1mn1m171ng negallve 1mpacls

Activity, Product full pictures, resource
allocation and integrated accounting
frameworks

Use of a system, equation or framework to
optimize the social outcomes of decision-making

Figure 1: Four main factors of influence from utilitarian frameworks for benefit corporations

Terms equivalency

Moral Agent Force for Good

Positive End Positive Impact

Monitoring the impacts

Utility Maximization . .
4 of decision-making

Figure 2: Vocabulary equivalence from utilitarian texts to benefit corporations

Those four dynamic criteria could be linked in the following way (see schematization 3 below):

the pre-requisite of organization to define themselves as moral agents (1), with an intrinsic role

8 https://www.bcorporation.net/en-us/
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and responsibility to control, and thus account for, the consequences (or ends) of each made
decision (2), with the possibility of optimization, or utility maximization (3), using a system,
equation or framework as an accountability mean.

Pre-requisite

Definition of the organization as a moral agent

Role and Responsability Definition

Control of the consequences or ends for each made decision

Possibility and/or capacity

Utility Maximization

Equation
Mean

Use of a system, equation or framework to optimize the
social outcomes of decision-making

Figure 3: Interpretation of the utilitarian system for organizations

With a contemporary translation of the vocabulary we obtain the following dynamic terms for
the utilitarian equation (schematization 4, below): the pre-requisite for organization to define
themselves as benefit corporations, or mission-led organizations (1), with an intrinsic role and
responsibility to control, and thus account for, the impacts of their core activities (2), with the
possibility of optimization, or utility maximization for positive impact and minimization for
negative impacts (3), using a tools which provide the activity full picture and the result of

resource allocations: for instance integrated P&LS, or at the product level, lifecycle analysis (4).
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Pre-requisite

Definition of an organization as a benefit corporation and/or
« Entreprise a mission »

Role and Responsability Definition

Control activities and impacts created through activities

Possibility and/or capacity

Maximizing positive impacts and minimizing negative impacts

Equation
Mean

Activity, Product full pictures, resource allocation and integrated
accounting frameworks
For instance: integrated P&Ls, social lifecycle analysis

Figure 4: interpretation of the utilitarian system for modern benefit corporations

The basis for this utilitarian system may thus lie in the very possibility to control, and to account
for the consequences of decision-making. This may emanate first from the possibility to capture
and influence human beings’ experiences within a form of influenceable and independent
system, with a variation based on choices and decision-making processes. The philosophy of
Epicurus (341-270 B.C.E.) involved a view of the goal of human life, centered around
happiness. In this case happiness can be defined as a result from the absence of mental
disturbance or physical pain, and captured or influenced through the creation of an
interdependent and complete advice system and structure. Jeremy Bentham took this rationale
one step further by proposing a form of positive impact accounting through his felicific
accounting, which can be viewed as a direct influence on integrated accounting in its various
forms: impact monetization, return on social or environmental investment, weighted
accountability and/or integrated P&LSs.

In this way, we aim to detail how the initial utilitarian equation has been updated with
contemporary terms, and explore the consequence of this influence for businesses and for their

accounting and accountability processes.
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1.2 The influence of utility accounting towards integrated
accounting

In the fourth chapter of his “Introduction to the Principles of Morals and Legislation” (1789),
Jeremy Bentham imagined and developed a solution to account for utility, with his utility
calculus, also called felicific calculus (see figure 5, below) which can be translated into a
felicific algorithm (see figure 6, below). Bentham’s utility calculus or algorithm was a decision-
making tool to maximize positive impacts, designed to measure the value of pleasure (positive
end) or pain (negative end) than an action is likely to cause individuals or communities. In more
contemporary terms, this can be translated to the crucial question of how can businesses account
for the social value of their actions?
In providing a pragmatic set of criteria, Bentham introduced the possibility of tangible standards
on how to maximize happiness and avoid unhappiness from the most individuals concerned by
a specific action or decision. His proposition could enable what we now call profit and loss as
resource allocation frameworks to ensure the efficiency of decision-making, by completing two
essential criteria: performance indicators which could be compared over time following a set
of tangible standards. Bentham’s proposition was a quantitative one, taking into account seven
circumstances, to account for either pain (negative end) or pleasure (positive end): four
surrounding value (intensity, duration, certainty or uncertainty, propinquity or remotes), two
surrounding effects (fecundity, purity) and one centered around the number of individuals
affected by the action (extent). The value for each person involved was then derived from the
difference, for each action, between the sum of the pleasure and the sum of the pain. From
Bentham’s utilitarian standpoint, not only was it possible to create criteria to assess happiness,
but it was recommended to value numerically and quantitatively happiness following what we
could align on a form of social efficiency of decision-making, or social performance of decision-
making. While the impact per action or decision is quantified and calculated, Bentham did not
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factor resources into the equation, nor did he separate value-centric (input) variables such as
intensity, duration, certainty or propinquity, from effect-centric (output) variables such as
fecundity or purity, or from scope-centric variables such as impact extent, which greatly differs

from current input-output accounting systems.

Impact Variable Focus Associated Metric Unit Quantification
Intensity Value-centric Intensity of Pain and Posend, derived from Between 1 & 10
Happiness? “positive end result”
Duration Value-centric How long does the Posend, derived from Between 1 & 10
pain or happiness last? “positive end result
Certainty Value-centric How likely is it that Posend, derived from Between 1 & 10
the happiness or pain “positive end result
will occur?
Propinquity or Value-centric How soon will the Posend, derived from Between 1 & 10
remoteness happiness or pain “positive end result
happen?
Fecundity Effect-centric The probability that Posend, derived from Between 1 & 10
the action will produce “positive end result
other pleasures.
Purity Effect-centric The likelihood that the Posend, derived from Between 1 & 10
action will not cause “positive end result
further pain, or that
happiness is not
followed by pain
Extent Scope-centric How many people will | Posend, derived from Between 1 & 10
be affected? “positive end result

Figure 5: Calculating the utilitarian ethical value of an action with the Felicific Calculus thought out by Jeremy

Bentham

Ptotal

: : t=0
i=1

Figure 6: Derived algorithm to estimate the utilitarian ethical value of an action with the Felicific Calculus,
derived from the work of Jeremy Bentham (source: Mike Sinn, How to Calculate Morality using the Utilitarian
Calculator, 2012)

67 | 365



Whether we consider them in terms of consequences, outcomes, ends, benefits, impacts, or
externalities, the assessment of decision making’s finalities on people in the short and long run
are still very much a contemporary issue. Without any access to impact-related data, metrics,
variables, qualification or quantification processes and results, decision-making remains partly
uninformed, anemic and inefficient, relying on partial (financial) information, since impact and
value remain decorrelated. It is especially crucial for benefit-corporations, looking to maximize
their decision-making process and optimize their activities. If the question remains the same,
what changed is both the vocabulary in itself, and the transposition of an existing problem to
corporations which rely on its solution to operate with full efficiency. The consequence of this
transposition is the systematic relation established in corporations between impact and value,
or impact and valued benefit.

The proposition to create a social performance accounting tool capable to collect, measure,
evaluate, visualize or perhaps even monetize social impact data in the same vocabulary
(quantification, or using monetization as a unit) as environmental and financial data could
appear as a form of pure innovation when taken in an early 2020s context. It is however not
only an extension of existing tools with complementary scopes and capacities (such as
environment profit and loss and social risk assessments for suppliers and social impact lifecycle
tools) but a translation and reiterations of existing propositions from utilitarian philosophers,
specifically Jeremy Bentham, looking to relate back morals to action by relating back impact

to value.
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1.3 Act utilitarian: businesses as benefit-centered ecosystems

Benefit corporations® formats appear as a relatively new solution for businesses to evolve and
transition their juridical and strategic models from profit-centered systems, accounting for
capital flows to guide decision-making, towards benefit-centered and utility-motivated
ecosystems, accounting for financial outcomes and value creation alongside outcomes on and
value creation towards their stakeholders and their environments in order to guide decision-
making. This evolution can be traced to both an expanding definition and perceived importance
of stakeholders within businesses, and the possibility of integrated accounting to guide
decision-making in the short and long run, through the creation of new data management and
accounting tools (André, 2012). At the core of benefit corporations appears to be a dual
innovation which took roots in the late 1990s, and revived in the early 2010s, based on the
possibility of rethinking and valorizing benefit rather than profit through integrated reporting
and accounting, and on an extended understanding and valorization of stakeholders.

Benefit corporations rely on a strategy and structural operational model which can relate
financial, social and environmental impacts to values, whereas they are performance or
monetized values, in order both to access information and to inform decision-makers and guide
operations’ efficiency and optimization. However, both data collection systems and integrated
reporting and accounting frameworks needed to support business models including social and
environmental outcomes strategically are partial, controversial and/or in development. In effect,
the tools and methodologies available appear to remain uncomprehensive, either not covering
value chains uniformly or not covering the full scope of action’s outcomes (financial, social
and environmental). Benefit corporations can thus still be considered to remain in a state of
transition due to incomplete access to impact information, and difficulties to translate impact

into value. This enables the question of whether or not benefit corporations fully strategically

® https://rb.gy/v8ytuz
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integrate impact costs and benefits to linger, projecting at times a schizophrenic or hybrid image
(Schlossberger, 2016) torn between intent and reality.

The critique of benefit corporations as hybrids formats serving two incompatible purposes
(Schlossberger, 2016) forms a way to ask oneself again a series of familiar utilitarian questions:
what is the utility of a business, could it be translated into what is the purpose or mission of a
business, and towards which stakeholder? Can we create value towards people through
informed decision-making, and how do we account for it? How do we communicate around it?
Seemingly, we had a series of propositions to answer these questions starting in the 18" century.
One could infer that the role of contemporary benefit organizations is to “act utilitarian”
(involving maximizing benefits relative to costs for a given decision-making) while governing
bodies should, according to utilitarian thinkers, “rule with utilitarianism” (which involves
following rules that are established in order to achieve the greatest net positive consequence
over time). Of course, this reasoning was not applied to businesses but rather to governing
bodies, mobilizing concepts now used in finance and economy: what amounts to efficiency,
rationalization, optimization and maximization.

One could argue that the first innovative factor of contemporary benefit corporations is to apply
the “act utilitarian” rule as the very guiding principle to businesses instead of governments and
administrations, and the second being the mobilization of data management and computing
tools to systematically access and manage activity outcomes, in a way and in a scope that were
previously impossible.

Linking back the utilitarian perspective and corporations’ CSR approaches has been already
addressed, but primarily in order to showcase that hybrid business models seemingly meets
dead ends in when they deem to link back impact and financial benefit. In her work on CSR,
utilitarianism and capabilities approaches, Cécile Renouard (2010) highlights the perceived

limitations in using CSR as a “tool to improve the competitive advantage or the financial
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performance of a company”. She quotes the works Husted and Salazar (2006) and Jones (1995)
who attempted to relate and highlight the possible connection between social performance and
financial performance, evoking that the approach is partial by failing to capture the
comprehensive social experience of individuals, for instance relational capital, individual
freedom and human development (developed for instance in Sen’s body of work). This
approach infers that the intent behind integrating extra-financial impact within strategies is
solely to better financial performance.

However, we could argue that the goal for benefit corporations through strategically integrating
social and environmental impacts in their business model is rather to optimize their
performances on the three fronts: social, environmental and financial, as opposed to providing
a quantified or monetized justification for financial performance only — intrinsic performance
efficiency, rather than monetization for monetization’s sake. In that way, the intent and end-
goal for decision-making can be related to outcome and integrated (social, environmental and
financial) performance maximization, making impact assessment tool instrumental to
organizations’ efficiency. In that regard, the contribution from utilitarianism to management
and management tools has not been fully considered: little to no work has centered around the
utilitarian contribution when it comes to providing the tools to capture and link back impact

and value, through efficiency analysis or resource allocation frameworks (P&LS).

1.4 Utility-inherited stakeholder theory and value (re)distribution
as basis for benefit corporations

By becoming “forces for good”, or acting utilitarian, that is to say voluntarily as moral or
ethical agents, organizations are increasingly meant to control the outcomes they create through
their activities on people and their environment. One of the key factors to becoming a benefit

corporation is to identify one’s own organization’s stakeholders, a term based on R. Edward
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Freeman’s stakeholder’s theory. In 1984, R. Edward Freeman originally detailed the
stakeholder theory of organizational management and business ethics that addresses morals and
values in managing an organization. His book “Strategic Management: A Stakeholder
Approach” identifies and models the groups which are stakeholders of a corporation, and both
describes and recommends methods by which management can give due regard to the interests
of those groups. Stakeholders, as defined by Freeman, are groups that are either affected by, or
can affect the achievement of a firm’s objectives.

In his original model, Freeman identified six stakeholders for firms: government, competitors,
shareholders, customers, suppliers and civil society. In 2022, B Lab, the organization which
created the B Corp certification, identified six stakeholders for corporations: workers,
community, customers, suppliers, investors, and environment. We can consider that four of the
stakeholders remained aligned (figure 7, below): customers, suppliers, shareholders (investors),
and civil society (community, though it may not constitute an exact match), however two of the
stakeholders differ from Freeman’s proposition to B Lab’s: in Freeman’s model, competitors
and government were identified as stakeholders, replaced in B Lab’s proposition for workers,
and environment.

Original stakeholder model (Freeman, 1984) B Corp — Firm’s identified stakeholders (2022)
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Figure 7: identified stakeholders, from Freeman to B Lab
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This evolution, focusing workers and environment and perhaps concentrating on the direct
value chain of companies when identifying stakeholders, for the most part aligns with the
proposition to identify stakeholders at the product lifecycle level. The UNEP (UN Environment
Programme), the Social Life Cycle Alliance and the Life Cycle Initiative, in their 2021
Methodological Sheets for Subcategories in Social Life Cycle Assessment!? (S-LCA) (2021)
identify (figure 8, below) six stakeholders (workers, value chain partners or suppliers, local
communities, society, consumers and clients), four of which directly align with Freeman’s and
B Lab’s propositions (workers, value chain partners, local communities, consumers). More
modern propositions (B Lab, UNEP, Social Life Cycle Alliance and Life Cycle Initiative) hence
appear to systematically include suppliers (or value chain partners), clients and workers directly
involved in production and product lifecycles (figure 9, see below), and provides societal
(children, society, environment) stakeholders to provide a fuller activity outcomes’ picture.

Six Stakeholders Subcategories in S-LCA (2021)

Workers Value Chain Partners
Local Communities Society
Consummers Children

Figure 8: United Nations Environment Programme, Social life cycle alliance, and lifecycle initiative’s

identification of stakeholders for SLCA (2021)

10 https://www.lifecycleinitiative.org/library/methodological -sheets-for-subcategories-in-social-life-cycle-assessment-s-Ica-2021/
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Stakeholders throughout a product lifecycle
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Figure 9: United Nations Environment Programme, Social life cycle alliance, and lifecycle initiative’s

identification of stakeholders for SLCA (2021), placed throughout a product lifecycle

Stakeholders propositions, from Freeman to S-LCA, could be considered as modern
expressions of the utilitarian propositions of maximizing social outcomes, by detailing profiles
or categories to monitor social outcomes all throughout product lifecycles and activities.

Focusing on the end-goal, or consequences of decision-making from a moral perspective can
present two additional factors of alignment with utilitarian perspectives and bodies of work.
From the perspectives of Bentham (1832), Hume (1740) and Mill (1843), moral agents should
promote overall human welfare by acting in ways that result in the greatest total beneficial
consequences minus harmful consequences: a form of “cost-benefit” calculus which applies
universally, meaning to all who are affected by a decision, not just an individual or an
organization (through corporate profit maximization). Freeman’s view was drawn in opposition
to the long-held shareholder theory proposed by economist Milton Friedman (1970), who stated
that in capitalist systems, the only stakeholders a company is responsible to, and should account
for, is its shareholders - and by extension, the sole focus of a company should be on its own

bottom line. Friedman’s view is that companies are compelled, and should be held accountable
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to, make a profit, to satisfy their shareholders, and to continue positive growth. Freeman’s
perspective, however, creates an additional layer to companies’ responsibility factor, by relating
accountability to ethics and morality.

The stakeholder’s theory, at its score, seeks the answer to the question “For whose benefit...
should the firm be managed?” (Philips, 2003) Mobilizing utility-based decision-making, each
decision forms an equation which is a source of constant tensions, or which highlights perceived
trade-offs between a firm’s own interest (bottom line, shareholder’s interest coming first), and
stakeholder’s interests, and systematically involving moral questions while proceeding with
resource allocation.

Including stakeholders within a utility-aligned resource allocation equation however means
considering the power interplay between stakeholders. Willer, Lovaglia and Markovsky (1997)
describe the power dynamic amongst stakeholders as “the structurally determined potential for
obtaining favored payoffs in relations where interests are opposed”. In that way, power conflicts
amongst stakeholders, or moral conflicts from a decision-maker point of view may stem from
an allocation of resources which are controlled and concentrated (1), essential to operational
performance (2), and have no viable substitutes (3). The question however, remains the extent
to which the decision-making when it comes to resource allocation is entirely concentrated, or
at least partly shared. Philipps (1997) first discusses the concept of “stakeholder fairness”
(drawing, amongst others, on the perspective of Rawls (1964)), stating that “obligations of
fairness” are created whenever parties accept benefits of a mutually beneficial cooperative
arrangement and is a primary form of legitimacy. Philipps (2003) further introduces the notion
of derivative legitimacy, a form a legitimacy generated from a stakeholder’s group’s power to
affect a firm and its stakeholders (which could apply to activists, civil society, and non-profit

organizations for instance).
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In that way, if the stakeholders theory is aligned on utilitarianism in that it seeks to always
maximize benefits for most people who are concerned by a given decision-making process, then
moral obligations are “central to our stakeholder’s culture construct” (Jones, 2007), and by
extension central to benefit corporations models and processes. The controllable scope for
benefit corporations includes not only its activities, but also stakeholders and their environment,
progressing from a profit-driven system, to a utility-motivated ecosystem. This ecosystem is
impacted by each decision, making a firm responsible and accountable for their resources
allocation at all times, creating the need for a panoramic and systemic view of the activity scope,
directly and over time. This creates a direct justification for firm’s accountability for their
activities’ outcomes on their stakeholders and their environments, and a further need for
accounting business tools to control and monitor the outcomes of activities beyond a restrictive
notion of profit and losses.

In the extended outcome (impact, and utility) equation, it then appears essential to clarify
stakeholders and their relation (or access) to power and resource allocation in order to provide
a fair, or moral, utility-based decision-making process. The notions of “fairness”, “justice” and
“justifications” ever-present and relevant for benefit corporations business models could be a
product and heritage from utility-thinking, with two major differences explored with
stakeholder’s theory: morality (and by extension responsibility and accountability) is
volunteered, and monetary or financial value creation is central: when shared fairly amongst
stakeholders, it represents a fair and mutually beneficial scenario in theory. In that way, beyond
mobilizing the notions of equity and performance, businesses integrating utility-thinking and
stakeholders’ accountability and focus create a basis for thinking about fairness in terms of
value distribution, and value redistribution amongst stakeholders, with value allocations
scenario ranging from fair (distributed, and redistributed) to unfair (centralized). The moral role

and obligation of benefit corporations is then to (1) control how value is distributed amongst
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stakeholders and (2) control and anticipate how to redistribute value amongst stakeholders in
order to maximize benefits for all. In a discussion regarding the new roles for corporations,
DEAL (Doughnut Economics Action Lab)!! states that companies should consider “a way of
thinking to bring about the regenerative and distributive dynamics this century (21%) calls for”.
In that line of thinking, efficiency amounts to value fairly distributed amongst stakeholders per
resource allocation and production. We can then hypothesize that utility-based modern
equations, such as a social or environmental profit & loss approaches, in their intrinsic link to
both morality (control, accountability and fairness) and performance efficiency as end goals,
are a heritage from a utilitarian perspective, and would benefit from clarifying their own

features in order to further facilitate solving the reiterations of ethical, or justice problems.

1.5 Fundamental evolutions from utilitarianism

Based on our research, we hypothesized that benefit corporations aligned on utilitarianism
based on four factors: the organization acts as a moral agent (1), monitoring outcomes on
stakeholders (2), maximizing positive outcomes as a factor of decision-making efficiency (3)
and using performance accounting in order to evaluate social outcomes (4).

We also highlighted four factors which translate an evolution from utilitarianism: corporations
acting as moral agents (1), monetary value as the main resource to allocate (2), fair value
distribution and redistribution to maximize efficiency or positive impacts (3), and the possible
use of data computing and visualization tools to facilitate data evaluation and decision-making

processes (4), (see figure 10, below).

1 https://doughnuteconomics.org/
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Four Alignement Factors with Utilitarianism Four Evolution Factors from Utilitarianism

Organization as a Moral Agent 1 - Applied to corporations
o 2 - Monetary value
Monitoring outcomes on Stakeholders as main resource allocation

<

3 -Fair value Distribution and

Maximizing Positive Outcomes / Efficiency Redistributi
edistribution

Use of Performance and Efficiency 4 - Use of data computing
Accounting and visualization tools

Figure 10: benefit corporations factors of alignment and evolution from Utilitarianism

In that way, we can hypothesize that the utility equation is the very basis for benefit-oriented
business models seeking to strategically integrate social and environmental impact, and to
maximize the positive impacts of their decisions on their stakeholders and the environment.
The utility-inspired equation can be translated to the two questions which formed the
background for the brand Chloé¢’s Social Profit & Loss approach: (1) How can we measure,
evaluate and highlight positive social impact? and (2) How can we maximize resource
allocation while including social impact within a profit & loss format? Recognizing the heritage
from utilitarianism hence provided the context for both the creation of the SP&L approach and
for its integration within the evolutive benefit corporation model seeking to strategically
integrate social and environmental impacts within their strategies and decision-making
processes. However, recognizing the evolutions from utilitarianism also means highlighting the
specific difficulties linked to adapting the utility model to corporations: throughout our second
chapter, we will analyze the basis for perceived decision-making tradeoffs, the integration of
externalities, the use of performance data, distribution and redistribution theories and scenari,

and inclusive decision-making formats.
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2. Integrative accounting and accounting formats:

evolutions and critical perspectives

In the previous chapter, we analysed the fundamental influence the utilitarian perspective had
over current benefit corporations, and over the SP&L as a possibly instrumental mechanism for
impact managing. We further made a proposition to link back utilitarian felicific calculus to
modern integrated accounting. We hypothesized that one of the main evolutions from
utilitarianism is the translation of utility-based thinking from government towards corporations.
In this chapter, we further hypothesize that monetary value creation being the main leverage for
corporations, there are two ways to integrate for a company to “act utilitarian” and integrate
utility-based thinking: one (1) is controlling the positive outcomes of their activity to maximize
their positive outcomes and minimize their negative outcomes towards stakeholders and their
environment, and the second (2) is using resource allocation and targeted investments to create
value for shareholders, stakeholders and their environment. As in the case of felicific
accounting, control over outcomes in order to maximize the benefits from decision-making can
be achieved through the use of accounting frameworks, or in other words, accountability is
achieved through the use of accounting tools.

In this chapter, focusing on impact accounting, we will analyse the main rationales for creating
and maintaining accounting tools, (2.1), develop the existing perspectives on value accounting
when it comes to social and environmental impacts (2.2), provide a thematic overview of critical
perspectives on impact-related accounting, (2.3), and analyse the interpretations and uses of
P&L frameworks, providing a case study on the EP&L (Kering’s Environmental Profit & Loss
approach) and on the SP&L (Chloé’s Social Profit & Loss approach) as two interpretations of

a P&L framework (2.4).
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2.1 The main rationales for integrative accounting tools

In the conclusion of their editorial in the 23™ volume of Critical Perspective on Accounting,
McKernan and McPhail (2012), stated that “Accountability is after all an invention of
modernity”. Which characteristics associated with modernity could have been a fertile soil both
for the development of accounting tools and for their systemic use? We develop three
hypothesis: first, the use of instant randomization enabling evolution monitoring processes in
modern science (based on Deleuze, 1981) (1), secondly the use of accounting as a “technology
of rule” (Rose, 1991) for democratic systems and related organisations (2), and thirdly the
possibility for men to both “made calculable” (Miller, 1992, based on Nietzsche, 1887) and
accountable (3). After exploring those three hypotheses, we will discuss the consequences of
normative, or action and utility-focused value creation accounting when it comes to accounting
for corporate activities’ outcomes on people and their environment (4).

In 1981, during his class on Bergson, Cinema and Movement, Deleuze stated that modern
science “was born from the moment it said: movement must be defined from any, or random,
instants [as opposed to privileged instants, or thesis] (...) This means you cannot analyse an
instant by considering it privileged compared to the next instant, or in other words, a random
instant is an instant equidistant from another.” What is discussed by Deleuze regarding cinema
and its relation with movement, could be applied to the invention and popularization of
accounting tools for management. In this way, modern science would be linked to the possibility
of instant randomization and instants’ equidistance, making it possible to access, compare and
monitor decision-making and resource allocation’s outcomes over time. Modern science, and
modern management, would thus rely on the possibility of accounting for changes and
evolutions during a given time period, based on the hypothesis that every instant is equidistant
and can be randomized. This would in turn provide a strong rationale for the creation and

popularization of accounting tools.
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Beyond considering instants as random and equidistant, what could make accounting both an
invention of modernity and the preferred form of outcomes monitoring for contemporary
businesses, could be its use to as a “technology of rule” (Rose, 1991) to govern and manage
democratic systems. Rose (1991) analysing the case of National Income Accounting in the
eighteen-century in the US, and based on previous studies (see Buck, 1982, Cline Cohen, 1982,
and Foucault, 1979) demonstrating the relation between numbers and politics, explored the
specifics links between democracy, a mentality of government, and accounting, defining
democratic power as “calculated power, calculating power and requiring citizens who calculate
about power”. In this way, the historic use of accounting as control and monitoring system to
govern in democratic systems could partly explain its relevance today, for both government
bodies and corporations.

Requiring “citizens who calculate about power” (Rose, 1991), as well as “calculable selves”
(Miller, 1992) could be the third factor of the emergence of integrative accountability within
modern democracy and organizations: social impact can be measured, citizens can self-regulate,
and citizens are responsible, and held accountable, for their behaviours which is monitored
directly and over time through accounting technologies. In their Editioral “Accountability and
Accounterability”, McKernan and McPhail (2012) discuss Miller’s (1992) analysis of
“calculative technologies of accountancy” capacities to create “calculable selves” and
“calculable spaces”, based on Nietzsche’s (1887) work on the emergence of accountability.
Nietzsche hypothesized the precondition of the emergence of responsibility, the capacity for
promising and accountability, is that man can be “made calculable”, or in order words that
social impact and human experience can be both measured and monitored. For Miller, this
means that calculation is instrumental “to the production of sovereign subjects capable of
bearing responsibility and accountability”, shaping an “accountable self”, capable of

responsible self-governance, being “brought into existence through the calculations that
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accorded it visibility”. Hoskins (1996), identified accountability as “the quantified evaluation
of human performance”, finding the first “human accounting” to have emerged around 1800

while “human performance becomes the object of accounting”, measuring “targets”.

Modern Science Democracy Modern Government
Instants are randomized : Collective Utility
and equidistant Individual Accountability and Responsibility

, , ! Capacity to measure and monitor social impact
Capacity to compare and monitor pacity P

experiences & practices over time

& human experience

Development and continuous use of accounting tools

Figure 11: hypothesized pre-conditions for the development and continuous use of accounting tools

2.2 Perspectives on impact accounting and value creation

The evolution with businesses becoming “benefit corporations” and acting as moral agents or
“forces for good” (term used by B Lab, managing the B Corp certification for corporations),
could be that businesses become agents who both “calculate about power” (Rose 1991) and
become in a same movement “calculable selves” (Miller 1992), voluntarily being held
accountable for their behaviour, and requiring accounting tools to explicit the results of their
activities, while using value creation as their main leverage. The benefit corporation’s vision
could a normative, “purposive action”-based (Bryer, 2014), or in other words a utility-based
vision focused on the outcomes of decision-making and resource allocation. Gray and Milne
(2015) state that “the point in social and environmental accounting research is that it is what
you do (i.e the selected problem/issue focus) that matters. How you do it (assuming you do it
well) is, at least, relatively unimportant and possibly even largely irrelevant”. The point of

accounting tools applied to benefit corporations could then focus entirely around the efficiency
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and utility, and to estimate the degree of alignment of the results with both the purpose the
corporation has set for itself and publicised. However this would mean extending the resource
allocation framework to include the outcomes on stakeholders, and their environment.

Critiquing Daniel Thornton’s 2013 paper on green accounting, Deegan (2013) states that there
is a “widespread but not universal acceptance that organisations should provide accounts of not
only their financial performance, but also of their social and environmental performance”, new
data entrees mobilizing “a traditional financial reporting framework™: “there have been various
suggestions across time that traditional financial reporting frameworks, albeit with some
modification, have relevance to calls for greater corporate accountability”. In 1993, Thornton
demonstrated the difficulties of mobilizing a traditional double entry system to account for
environmental and social effects caused by corporations. “The role of accountants” that Deegan
criticizes in his work would seemingly be to integrate social and environmental impact within
resource allocation analysis by accounting for it, as the “underlying premise” of accounting is
“that if accountants do not measure something then it effectively does not exist”. Deegan in his
work recalls that in 1992, the same year as the Earth’s Summit, the European Union released
“Towards Sustainability”, as part of a Fifth Action Programme, suggesting for the accounting
profession to have a role in implementing costing systems internalizing environmental costs,
calling for ““a redefinition of accounting concepts, rules, conventions and methodology so as to
ensure that the consumption and use of environmental resources are accounted for as part of the
full cost of production, and reflected in market prices” In this way, if the responsibility of
organizations as moral agents is to account for their outcomes on people and the environment,
the role of the accountant, which Deegan criticizes, is to calculate and integrate those new
outcomes within existing financial accounting framework, therefore making impact

management both evident and strategic in a same movement.
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Mobilizing existing financial accounting framework means translating outcomes in terms of
value creation or destruction. In “The Normative Origins of the Positive Theories” Tinker
(1982) remarks that “accounting deals primarily with the question of value”. The traditional
proposed basis for the evaluation of outcomes utility, or purposive action, is through
quantitative performance and value distribution efficiency analysis, which require accounting
tools developing “a double entry-perspective of value creation, i.e to count not only its profits
(as been abundantly done by its promoters), but also its losses (a question which has rarely been
addresses) (Bourguignon, 2005). This constitutes the very rationale for the creation of social,
or environmental profit & loss accounts, as updated formats for utility and performance
efficiency accounting.

Deegan (2013) provided in his article an overview of the solutions developed by “ mainstream
positive research” when it comes impact accounting, or investigating “the link between social
and environmental performance”. The first segment is researchers who explored the impact of
management accounting and control systems on environmental practices and operational
performances (Gomez-Conde et al, 2019) in order to have additional insights into the
possibilities for corporations of benefitting from environmental management systems (Feng &
Wang, 2016). A second segment of research has been dedicated to better understand the
possible correlations between environmental performance and productive efficiency (Burnett

& Hansen, 2008).
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Impact of management accounting and control systems on
environmental practices and operational performances
(Gomez-Conde, 2019)

Investigating Efficiency

Possibility for a business to benefit from environmental

management systems (Feng & Wang, 2016) Investigating Value Creation through efficient management

and productive efficiency (Burnett & Hansen, 2008) productivity

Possible correlations between environmental performance D Investigating Value Creation through correlations with

Figure 12: Environmental value creation investigations from positive research, based on Deegan (2013)

Based on Deegan’s overview, we can hypothesize that there are four kind of ways accounting
approaches have been mobilized to assess value creation when it comes to social and
environmental corporate activity outcomes (see figure 13, below): negative outcome
monetization or risk factor monetization (1), operational efficiency (direct performance and
value creation over time) (2), over time value or targeted investment value creation (3), and

intrinsic innovation value forecasts (4).

Value Accounting

Operational Operational Targeted Intrinsic
Risk mitigation Efficiency Investment Innovation gains
Direct Efficiency
Negative Outcome Value Creation
Monetization Value Creation . Long-term valuation forecast
N over time
over time

Figure 13: value accounting hypothesis for social and environmental outcomes

Deegan states that the proposed solutions are “grounded in the traditional understandings of
financial accounting and have taken the form of revived versions of full cost accounting or
double-entry bookkeeping (Thornton for instance), and the evaluation, depreciation, and

capitalisation of natural ‘assets’”. In 1992, year of the Earth Summit, the main “impact” focus
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seemed to be on environmental impact, with the necessity to monitor and mitigate
environmental outcomes, relating activities with risk factors on a given ecosystem. In this case,
we can hypothesize that an efficient decision would equal a decision which limits the risk of
impacting negatively, or distressing, ecosystems.

The case for accounting for social impact in terms differs from its environmental counterpart,
as it opens the possibility to account for shared value creation amongst stakeholders (through
value distribution and redistribution), through pricing, through targeted investment for one or
more stakeholders and monitored over time, and/or monitored using performance efficiency

factors (see figure 14, below).

Social Impact Value Accounting

Operational Operational Targeted Value Distribution
Risk mitigation Efficiency Investment and Redistribution

Negative Outcome
Monetization

Direct Efficiency

Value Creation
over time

Value Creation
over time

Value distribution
per stakeholders

Figure 14: social value accounting hypothesis

Currently, a set of methodologies are in test or in use in order to provide corporations a basis to
account for, and/or value their social and environmental outcomes. We adapted Stroehle and
Murthy (2018)’s proposition regarding the existing frameworks for multi-capital accounting,
reporting and valuation, in order to provide a typology of the methodologies in use, and of their

link to valuation (see, figure 15, below).
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Methodology Quantification or Valuation Approach

Integrated Reporting Qualitative and quantitative information
Triple Bottom Line Measures are tracked annually in absolute units
Impact Valuation Use of a valuation coefficient based on existing market prices or costs to society

Adjustment of traditional financial P&L along the value chain. Use of valuation coefficients to

Integrated P&L revise the P&L by adding material monetized values.

Mutual P&L Cost-based technique, built on financial investments within a project-based business intervention.

Figure 15: Current activity-based social and environmental accounting and valuation options

Out of the five methodologies mobilized in this typology, two (integrated reporting and triple
bottom line) do not require valuation nor monetization, as measures are tracked in absolute
units for social and environmental outcomes. The goal is to provide a systematic overview of
social, environmental and financial outcomes at the activity level, without mobilizing outcome
translation coefficients. The purposes of integrated reporting and triple bottom lines are often
transparency and communication-oriented. The three other methodologies within this typology
(impact valuation, integrated P&Ls and mutual P&Ls) mobilize a form of valuation process.
Impact valuations mobilize a valuation coefficient based on either existing market prices, or
costs to society. They are often associated with human rights or environmental risk factors.
Integrated P&L constitute form an updated version for traditional financial P&Ls, covering
outcomes throughout the value chain, mobilizing valuation coefficients to translate outcomes
into monetary value in order to revise the P&L format by adding material monetized value.
Lastly, Mutual P&Ls are focused on valuing the outcomes of project-based and financial
investments, mobilizing a cost-based technique. Mutual P&Ls aim to provide an estimation for

the level of added-value per investment. Those three approaches appear to be aimed at
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translating outcome into value, and to be essentially internal resource allocation frameworks,
rather than communication-driven frameworks.

The main two valuation propositions (see, figure 16 below) are (1) the net-present value of non-
financial capital for integrated P&L and Impact Valuation propositions and (2) the estimated
cost of investment for corporations to maintain non-financial capital, mobilized for Mutual

P&Ls.

Methodology Specific Valuation Approach

Integrated P&L . .
) Net Present Value of non-financial capital for external stakeholders
Impact Valuation

Mutual P&L Cost of Investment for firm to maintain non-financial capital

Figure 16: Specific valuation approaches for the EP&L, Impact Valuation and Mutual P&L

None of those frameworks however currently actively account for potentially positive impact,
creating a gap in the impact spectrum. In the case of social impact, many factors of potentially
positive impact occupational factors could be measured, such as training, job quality, gender
equality, well-being, diversity and inclusion, and the payment of living wages. However, as
valuation options are risk or cost-to-society-centric, valuing potentially positive impact would
require a different outcome translation proposition. Social impact, though it constituted the
initial focus for utilitarian theories and models, has not been the prime focus when adapting
accounting in the 1980s to integrate externalities, but perhaps offers a promising case study for
linking back value creation and utility, through operational efficiency, capacity-building
targeted investments, and value distribution and redistribution amongst stakeholders (see,
figure 14). In that way, we can consider that the possibility to account for positive impact when
it comes to social impact, beyond risk mitigation and negative impact monetization, offers new

possibilities when it comes to adapting accounting frameworks, assessing and optimizing value
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creation by ensuring its distribution amongst stakeholders. Those hypotheses were tested while

implementing the Social Profit & Loss Approach (part V).

2.3 Thematic overview of critical perspectives on impact-related
accounting

“You too can have a critical perspective”: this slogan appeared on badges handed out at
conferences by Tony Tinker and David Cooper to promote their journal, Critical Perspectives
on Accounting. The many contributions throughout the years highlight that far from being a
neutral form of measurement and communication framework, accounting frameworks as
objects, and accountants by extension, were, and are, the topic of active discussions. In 2015
Morales and Sponem created an overview, itself published in Critical Perspective on
Accounting, of those critical contributions. Based on our own reading of publications in the
journal, and on the work of Morales and Sponem, we sorted the critical contributions into four
sections, based on their focus (see, figure 17 below): (1) critique of the variability of terms and
concepts mobilized in accountability frameworks, (2) the lack of representation for
stakeholder’s imbalance in accounting, (3) the gap between experience and representation and

(4) the role of accounting in the over-regulation of stakeholders.

Impact Accounting Main Critiques

Concepts _objec,:tivatjons Stakeholders’ imbalance of %%Eﬁzﬁggﬂ Acggglﬂsﬂ}%gsfg}’er-
& reifications power is not accounted for and representation stakeholders
For example: For example: For example: For example:
Broadbent (2002) M Il{iose (1 9( 2%) }17)
Bourguignon (2005) ) Chwastiak (2006) cKernan 2
Cooper (2014) Miller (1992)

Figure 17: Main critiques of impact accounting, based on Morales and Sponem (2015)
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The first range of critiques concern the apparent objectivation and reification of concepts
mobilized in accounting frameworks. If language is a symbolic medium through which we
represent and simultaneously create the world we live in (Potter 1996, McLaren, 1997), the
term value could prove to be both normative and biased towards a managerial vision. Cousins
and Sikka further stated that “information is never neutral as it is shaped by prior definitions
and ideologies.” In that way, the representations resulting from accounting processes could by
themselves form a political act, in that they produce particular understandings that limit subject
positions (McLaren and Giroux, 1997). Bourguignon (2005) for instance contests the appearing
objectivation and neutrality of value creation, amongst other terms of the profit & loss
frameworks and equations. Doing so, she mobilizes the Marxist concept of reification as a shift
from subjectivity to objectivity. Bourguignon assesses that the reification of P&L concepts and
terms serves a normative purpose (which we can translate to making terms objectives in enable
an equation which serves action). However, the “reification” process enables the “masking (of
the) real world in order to maintain it”. In other words, if serving a politicized perspective, the
profit & loss equation, and the value equation cannot be neutral, but are treated as such to justify
decision-making. The work of Kaplan and Norton (1996) showcases that terms can vary
depending on stakeholder’s perception, first and foremost “value” as an equation term and
concept. Kaplan and Norton’s value scoreboard focused on the customer’s perception for value,
and on the need to deliver the value propositions that will attract and retain customers in targeted
market segments. Terms of accountability frameworks and equations can be simplified and
appear neutral in a way that serve the vision of governments, accountants, management, with
the risk of translating only one interpretation of value propositions fitting a top-down vision.

The second range of critique for integrated accounting lies in the absence of representation for
stakeholder’s imbalance of power. Cousins and Sikka (1993) stated that accountability comes

from all production being a co-operative and social effort which creates numerous social
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interdependencies”. However, resource control is usually centralized amongst “few hands”.
Cousins and Sikka thus highlight the tendency of accountability to “affect the discretion and
autonomy of those who are in position of power”, furthering by itself an imbalance amongst
stakeholders. For Cousins and Sikka, pragmatically, the prioritization of social concerns can
serve that purpose. Further, Morales, quoting Broadbent (2002) states that “critical accounting
must be questioning of the particular power of any group to define what is appropriate”, by
defining the terms or the use of accounting tools. Cooper (2014) advises that critical research
on accounting must strive to highlight and to clarify the political, social and human complexities
of accounting institutions and thus “reintroduce the political interests of agents in the analysis”
(Morales, 2015).

The third range of critiques towards integrating accounting appear to focus on the gap between
stakeholder’s experience and the experience’s representation within accounting frameworks.
Chwastiak (2006), for instance, criticized the appearing rationality of performance measures in
their lack of representation of reality, stating that managerial accounting has contributed to
disciplining labour by elevating instrumental rationality. Chwastiak’s paper demonstrated the
consequences of this instrumentalization through two gaps from reality: first by examining the
role planning, programming and budgeting played in changing visibilities in the Department of
Defense in such a way that the U.S. leaders believed that the Vietham War could be won through
the proper management of resources. Secondly, in demonstrating how this representation of the
war clashed with the U.S. soldiers’ experience of combat. In doing so, Chwastiak demonstrated
the limitations of accounting processes to provide a source of rational support in managing a
war. Chwastiak also demonstrated the risk of measuring performance in situation of crisis, a
process which in this case created unintended negative consequences.

The fourth range of critique focuses on accounting as an over-regulation of stakeholders. Miller

(1992) stated that calculative accountability is about controlling the future, and making the
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future an extension of the present: “the calculative technologies of accountancy seek to render
the future knowable, calculable, and amenable to control. Many of the routine calculations of
accountancy bring the future into the present”. Based on contributions from Foucault (On
Governmentality, 1979), and Derrida and Stiegler (1996), we can hypothesize that from a
critical point of view, the main use of accountability is first to control, and secondly to provide
certainty and rationally anticipate outcomes, making it impossible to, as Derrida wrote, “leave
the possibility of the future open” for stakeholders, and more generally for individuals. Rose
(1991) stated that “Democracy, in its modern mass liberal forms, requires numerate and
calculating citizens, numericized civic discourse and a numericized programmatics of
government”.

In that way, many authors provided critical positions on accounting, and particularly integrated
accounting, highlighting the illusion of neutrality when it comes to the terms of accounting
equation, the inner power imbalance in which stakeholders got to choose the terms and mobilize
the results, and the dual risk in over-using accounting formats: first over-regulating individuals
which accounting and utility formats aim to serve, and secondly providing counter-productive
results as the results of gaps and bias in the equation and analysis. However, in their recent
work, Bigoni and Mohammed (2023) affirm that critiquing accounting is by itself unstainable,
as it nourishes rather than combats the systems in place accounting formats serve, or in their
own words “In the Anthropocene, there is no critical perspective on accounting that does not
act to facilitate global ecological collapse.” Quoting Wright and Nyberg’s text Climate Change,
Capitalism and Corporations (2015), Bigoni and Mohammed highlight a diametrical opposition
between capitalism and the notion of global ecological sustainability, as “capitalism is a class
form of society given over to the perpetual production of surpluses” (Harvey, 2010, p.
166).Their main argument relies on the fact that, as Deleuze and Guattari (2000) stated

“capitalism is capable of carrying to a certain point its own critique — that is, the critique of the
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processes by which it re-enslaves what within it tends to free itself or to appear freely”, while
historically accounting itself as played a pivotal role in the birth and development of capitalism
(Chiapello, 2007). Bigoni and Mohammed suggest that critique is in itself a part of capitalist
processes, and given the “inextricable imbrication of accounting and capitalism (...) all notions
of sustainable accounting are exercises in futility that serve rather than abate ecological

collapse”.

2.4 Interpreting P&L frameworks: the EP&L and the SP&L

While many researchers focused on analysing the uses and evolutions of P&L frameworks, for
instance their capacity to integrate social and environmental factors, few researchers focused
solely on analysing the key features of a P&L, and on its possible interpretations. Before
focusing on new reinterpretations of the P&L framework, including Kering’s Environmental
Profit & Loss Account, and Chloé’s Social Profit & Loss Approach, which this research work
actively participated in creating, we will first attempt to define the main features and possible
rationales for P&Ls.

In their analysis of the Profit & Loss account as a major tool to assess a company’s performance,
Zuca and Tinta (2012) stated the results of a company represent for managers a way to measure
efficiency: recorded results are noted in a P&L framework which role is to provide a rationale
for the results (1), and provide a rational basis for decision-making (2) in order to coordinate
business activity. In that way, we can hypothesize that a P&L is an accounting tool, both in its
capacity to measure efficiency, but also in its capacity to narrate and explicit the rationales for
the corporate results.

Zuca and Tinta emphasize the traditional role of the P&L as a financial statement which allows
the highlighting of “partial results of the three main activities (exploitation, financial, and

extraordinary)” as well as aggregate activity results. Zuca and Tinta insist on two concepts: one
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on hand, performance, and on the other, efficiency. Performance can be measured with a set of
indicators and rated criteria (traditionally profit, profitability, growth factor and brand image),
however the indicators are set at the discretion of businesses and can vary from organization to
organization. Man and Gadau (2010) analysed two propositions for framework standardization:
the IAS 1, a,d the IV Directive of EEC. They showcase how each of the propositions can be
interrelated through different approaches, for instance classifying the expenses by nature, or by

function (see below, reproductions of Man and Gadau’s analysis):

The simplified form list of the profit and loss
account, with the classification of the
expenditures by their nature

The simplified form list of the profit and loss
account, with the classification of the
expenditures by their functions

The profit or loss of the exercise, with
the classification of the expenses by nature
Incomes
Other incomes
The stocks variation
Immobilized production

The profit or loss of the exercise, with
the classification of the expenses by function
Incomes
Cost of sales
The gross margin
Other incomes

The net turnover
T tion of the finished goods and
ess

The net turnover

st (including the depreciations

Consumption of raw materials and consumables
Personnel expenses

Expenses regarding the depreciation

The corporal immobilizations depreciation
Other expenses

The financing costs

The percent of profit of associated enterprise

Distribution costs

Administrative expenses

Other expenses

The financing costs

The percent of profit of associated enterprise
The profit before taxation

Income tax expenses

the tangible, intangible | d
sets

t, from other

articipating int

The profit before taxation
Income tax expenses
Profit or loss from continuing activities
Profit or loss from discontinuous activities
The profit or loss of the exercise

Source: International standard IAS 1

Profit or loss from continuing activities
Profit or loss from discontinuous activities
The profit or loss of the exercise

In their own work, Zuca and Tinta synthesized two visions of a P&L.: the French Model and the
Anglo-Saxon Model, with the French Model focusing on detailing concept of production’s
items and the nature of expenses, rather than creating a P&L model solely focused on sources
of income and function-classified expenses, as it is the case in the anglo-saxon model. (see,
figure 18 below). As in the dual propositions by Mau and Gadau, the drawn line for the listed
items depends on either the nature of expenses (French P&L Model) or on their function

(Anglo-Saxon model).

P&I Model Main Features
Concept of Production (sold one, stocked one, capitalized one)
French P&L Model Nature of Expenses (intermediate management balances, highlighting the value division amongst

stakeholders)

Based on sales as a sole source of income

Anglo-Saxon Model Expenses are classified by function

Figure 18: French and Anglo-Saxon P&L Models main features, based on Zuca and Tinta (2012)
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The focus on listing the expense items however can sum up a P&L to a list of monetized
expenses. We hypothesize than rather than looking at the list of expense items, one can look at
a P&L from its intended use’s perspective: a resource-allocation performance analysis to guide
decision-making.

The three main features of a P&L analysis are often a version of the following three steps: cost
analysis, revenue analysis, and margin analysis. The main purpose of a P&L is often to detect
factors of performance, or underperformance in order to guide future decision-making and
associated resource allocation. We can translate the main three steps in terms of efficiency in
the following way (see figure 19, below): analysing costs, or detailing resource allocation (1),
analysing revenue, or analysing the adjusted efficiency of resource allocation (2), and analysing

margins, or analysing the efficiency of value distribution or redistribution (3).

P&L Stage Associated analysis to monitor performance
Analyze Costs Resource Allocation Detailing
Analyze Revenue Adjusted efficiency of resource allocation
Analyze Margin Efficiency of value distribution and redistribution

Figure 19: P&L stage and associated type of performance analysis

We hypothesize that, rather than a list of monetized items, the P&L is a performance-centric
narration tool aimed at clarifying the efficiency of each resource allocation. Its item format,
which can be standardized enables interpretations in order to guide decision-makers in the most
efficient and tailored way. With those perspectives in mind, we now aim to address two

reinterpretations of the P&L: Kering’s EP&L? (Environmental Profit & Loss Account) first

12 https://www.kering.com/fr/developpement-durable/mesurer-notre-impact/notre-ep-1/
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published in 2013, and Chloé’s SP&L (Social Profit & Loss Approach), inspired by Kering’s
EP&L proposition and published in March 2023.

The EP&L, a collaboration of the luxury group Kering with the brand Puma, then owned by the
Kering Group, was open-sourced in 2013 and constituted a pioneering proposition within the
fashion and luxury industry. Kering’s EP&L (Environmental Profit & Loss Account)
constituted the first step towards integrated accounting. The methodology covers six
environmental outcomes, assessed throughout brand’s supply chains and operations. Using
valuation coefficient, the environmental outcomes are then translated into financial data, which
is then included within an extended financial P&L, now revised to include materiality value.
Chloé’s SP&L (Social Profit & Loss Approach) was created to complement and mirror two
existing approaches: first, complementing the SP&L in assessing the social outcomes of brand’s
activities, and secondly social auditing, a process which assesses the level of social risks within
brand’s supply chain, which the SP&L as methodology meant to complement by assessing
potential positive social impacts (beyond risk, and beyond legislation).

They are many factors of convergence between EP&L and SP&L, starting with the analysis
scope: both approaches cover their activity scope (supply chain and operations), enabling a
performance visualization for activities and for products. Both approaches were created in order
to enable integrated reporting (for transparency) and accounting (for resource allocation and
decision-making). Lastly, both approaches were created in order to monitor internal resource
allocation, and to progress towards systematically integrating social and/or environmental
outcomes within decision-making processes. Those four factors of convergence are

schematized below (see, figure 20, below).
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Optimizing resource allocation
1. Strategic aim
Strategically integrating impact

2. Scope Cover supply chain and operations

3. Outcome Visualization Activity, products, materials

] ] Integrated Reporting (Transparence, Communication)
4. Framework integration

Integrated Accounting (Internal performance analysis)

Figure 20: four factors of convergence between the EP&L and SP&L approaches

The first key difference between the two P&L approaches lies in its main object. The EP&L
addresses six factors of environmental impact: Co2 emissions, water consumption, water
pollution, soil use, air pollution and waste production. The SP&L addresses factors of positive
social impact, for four stakeholders, and assesses, for instance for workers (both for direct and
indirect employment) occupational job qualiy, gender quality, training offer, well-being offer,
diversity and inclusion, and the payment of a living wage (a wage covering the essential need
of a worker’s family).

Beyond the social or environmental focus, the difference lies in the difference between a risk
mitigation (or cost to society) approach and a value creation approach, which constitutes the
second key difference between both P&L approaches. For risk valuation, an insurance-based
(for instance health could be monetized using DALYs — loss of human life, which is then
monetized aligned on the estimation of the cost of a year in a life provided by the OECD)
process can enable a monetization through the use of a valuation proxy or coefficient. However,
we hypothesize when it comes to positive impact valuation, the main way to value is through
assessing the efficiency of resource allocation, monitored capacity-building and the monitoring
of targeted investments over time (see, figure 14). Associating positive impact and value
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creation is thus addressed in the SP&L in three ways: (1) assessing direct efficiency, (2)
monitoring efficiency over time in correlation with other performance factors for targeted
resource allocation and (3) as in mutual P&L, valuing the efficiency and dynamics of

investment-based projects over time.

The third key difference between the two approaches is the use (or lack thereof) of secondary
data and estimations. While in order to provide monetization, the EP&L relies on valuation
coefficient and at times on industry proxies, the SP&L only relies on primary data, obtained
through a supplier and internal data collection process, and authenticated through a tier-led data
verification process. This difference is key in the choice and use of valuation processes.

The fourth, and perhaps main, key difference is the interpretation of a P&L as a framework.
The EP&L focuses on monetizing cost-to-society and risk mitigation through coefficient
valuation in order to directly integrate environment outcomes to the existing financial
accounting framework. The SP&L approach focuses on clarifying the efficiency of resource
allocation through first and foremost translating social outcomes into performance degrees, in
order to complement and adjust the existing performance P&L factors, mobilizing valuation in
midterm and long-term analysis. This choice was made first and foremost to systematically
integrate social impact within performance analysis, within resource allocation analysis and in
this way, within decision-making processes, clarifying the social utility of each choice, enabling
social investment efficiency accounting (short term) and social investment value accounting
(long term). This third and key difference can be thus be explained by a diverging interpretation
of a P&L: on one hand, as a monetized technical documentation and on the other hand, as a

basis for resource allocation optimization (see, figure 21, below)
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Environmental Impact or Social Impact
1. Main Object
Risk Mitigation or Positive Impact

EP&L: use of valuation coefficient
2. Valuation Approach
SP&L: use of performance grading, meant for direct efficiency analysis, and over time valuation

3. Data Primary data exclusively or use of secondary data

Technical cost and revenue documentation
4. P&L interpretation Or
Resource Allocation Optimization basis

Figure 21: four factors of divergence between the EP&L and SP&L approaches

Below are recapped (figure, 22, SP&L and figure 23, EP&L) the main features, processes for

both tools, as well as their interpretation of P&L as frameworks.

SP&L Associated Process

1. KPImeasurement

Key positive social performance indicators T0 to T4 (opeations and supply)

Using and interpreting
P&Ls

Relving on divect and primary data

v v The SP&L focuses on

resource allocation efficiency
and positive performance

Positive performance evaluation 1. KPIevaluaton

T0t0 T4 (opeations and supply) using the P&L and valuation

as a basis to integrate social
impact as a systematic
Direct Over Time efficiency factor for decision-

Results Resuits m -ng

Social Retum on

Positive performance grading system

Resource allocation investment Operational information systematically
efficiency & capacity building integrated into IT systems
. . * Social efficiency per
(social efficiency per € targeted investment Social Investment Efficiency Montinoring
speat) * Minotred progess over
time in correlation Social capacity building Monitoring

Use for performance
reporting and accounting

with other factors of
performance

Figure 22: the SP&L features, process and interpretation and identification as P&L framework
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EP&L

Associated Process

Environmental key environmental performance indicators

(Risk or negative impact factors)

1. KPI measurement
TO to T4 (opeations and supply)

Relving on estimations

Risks monetary translation

2. Monetary Translation - Estimation using
financial proxies

~_

~_

Visualisation formats
(level of impact per matenal, product, brand’s activities)

Integration in accounting formats

Operational information systematically
integrated into IT systems

Using and interprefing
P&Ls

The EP&L focuses on
negative outcome
monetization

An estimation which is then
included within accounting
formats

Figure 23: the EP&L features, process and interpretation and identification as P&L framework

In this way, both Kering’s EP&L, and Chloé’s SP&L offer a case-study for the place given for
interpretation with the initial intentions to (1) extend a normative framework, and extend

activity-based cost management to systematically and strategically include externalities to (2)

improve decision-making processes and results on stakeholders and their environment.

In our first chapter, we detailed the correlations between utility-thinking, benefit corporations
and accounting processes. Throughout this chapter we discussed the rationales, critiques and
interpretations for utility-focused accounting tools, with a specific focus on the current
reinterpretation of P&L frameworks in order to integrate social and environmental outcomes
strategically. In our next chapter, we will analyse the research on CSR strategic integration, and

focus on the uses of business management tools to provide solutions for the operational

integration of CSR.
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3. The strategic integration of CSR

In the previous chapter, we analyzed the role of impact accounting for current benefit
corporations, observing that impact accounting tools are created in order to provide solutions
for the operational integration of social and environmental impacts within new and evolutive
benefit corporations.

In this chapter, we focus on the research propositions on the strategic integration of corporate
social responsibility within core business processes and associated decision-making formats.
We first will provide a thematic overview of strategic or embedded CSR (3.1), analyse the role
of managerial accounting and system interoperability in strategically integrating CSR (3.2),
then provide two propositions to go beyond the existing literature on CSR strategic integrations:
with first, a stakeholder and value distribution approach (3.4), and secondly, a case for a full

control perspective (3.4).

3.1 Thematic overview of strategic CSR

Before focusing on what strategic CSR is defined as, we will first define the concepts strategic
CSR has been opposed to, or built against. In other words, we will first define the cases in which
a corporate CSR approach is not considered as being strategically integrated within
organizations. Strategic CSR has been opposed to first and foremost to Responsive CSR.
Aguinis and Glavas (2015) define Responsive CSR strategies as “not able to integrate CSR as
a hardcore of the business global strategy”. In other words, a CSR approach does not enable the
strategic integration of CSR when it does not enable the integration of CSR within the core of

an organization’s operations and processes. Responsive CSR in itself covers a range of
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strategies: Aguinis and Glavas (2015) identify three specific approaches to CSR: defensive (1),
promotional (2) and charitable (3).

A defensive CSR approach, correlated by Yousfi & Loukil (2021) to the “first age of CSR”
links CSR to profitability, or in other words CSR decisions and approaches are “undertaken
(only) when they are profitable”. Betrand (2010) has however noted that this approach could
not lead to a sustainable business model as “thinking of socially and environmentally activities
to drive more returns cannot lead to sustainable development”, adding that focusing on “actions
enhancing the corporate reputation” are a “poor vector of innovation”.

Promotional CSR is differentiated from Defensive CSR in that it relies on relationship to
stakeholders, and on stakeholder’s perceptions. A promotional CSR approach relies on, and
works on the perceptions from stakeholders in order to shape and enhance a corporation’s
image. Yousfi & Loukil consider promotional CSR as derived from the “age of social
marketing”. Lefebvre (2012) associates this approach with to the need of stakeholders to see
businesses taking “responsible initiatives transforming the real world”. An optimal promotional
CSR strategy creates an alignment between the interests of shareholders, and stakeholders
through shaping businesses’ initiatives to enhance their perceptions of it, and (Singh and Dhir,
2019) reduce reputational risk through increasing visibility. In that way, promotional CSR relies
on a marketing dimension, partially integrated within a set of targeted projects, investments and
policies within a corporation.

Charitable CSR is associated by Yousfi & Loukil as “the philanthropic age of CSR”. Derived
from the philanthropic role of organizations, a perspective stating that investors have the
responsibility to raise funds to better serve communities (Carnegie, 1889) and in that way
provide an indirect value redistribution. Marsh (2018) and Bereskin and Hsu (2016) stated that
philanthropy could initiative and encourage partnerships which would in turn increase

creativity, create opportunities and carry innovation. However, a mismatch is possible between
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a corporation’s main activities, including their own resource management and their
philanthropic resource management, creating a form of cognitive dissonance, or fundamental
misalignment.

We have provided a schematization of the three main responsive approaches to CSR below
(see, figure 24, below). We can interpret Yousfi & Loukil’s overview of non-strategic CSR
approaches by observing that:

e Defensive CSR, by only being understaken when associated with financial value or risk
prevention, is only partially integrated within processes.

e Promotional CSR, by mainly or only being undertaken to enhance stakeholder’s
perceptions, through marketable initiatives, projects and policies in only partially
integrated within processes.

e Charitable CSR, focusing on indirect value redistribution through targeted investments
and fundraising, is often fully separated (for instance, through the creation of a dedicated
process or of a separate organization or foundation) from processes, thus fully can be

considered unintegrated.

Defensive CSR Promotional CSR Charitable CSR
CSR Age CSR Age CSR Age
“First age of CSR” “Age of social marketing” “Philanthropic Age of CSR”
Approach Approach Approach
Only undertaken when valuable Undertaken to enhance Value redistribution
or to prevent risks stakeholders’ perceptions towards communities
Means Means Means
: . Marketable projects, initiatives, Investments
Internal risk prevention systems g L L
collaborations and policies Fundraising
Level of integration within processes Level of mtegmnlon within processes
Partially integrated within some corporation’s processes External processes
Peripheral

Figure 24: thematic overview of responsive CSR approaches, derived from Yousfi & Loukil (2021)
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If the creation of a separate entity or of a separate value distribution flow might be the main
factor preventing charitable CSR to become strategic CSR, we can further hypothesize that the
sole focus on reputational value (positive or negative) defensive and promotional CSR, prevents
in both cases the full integration within the operational processes of a corporation. By focusing
on preventing risks (defensive CSR) or enhancing the reputation of a corporation (promotional
CSR), both approaches are communication-driven before being operationally integrated, which
leads to a solely partial integration within processes. Our first hypothesis is thus that for CSR
to become fully integrated in processes, the origin factor has to emanate from operations, rather

than from communication (see, figure 25, below).

Defensive CSR Promotional CSR Strategic CSR
Driver Diriver Driver
Communication Risk Communication Opportunity Operaticnal Efficiency
Translated to Translated to
. i . Initiatives, collaborations and Translated to
Audit and risk prevention investments manasement
Mechanizsms e £ Communicable and marketable
Marketing control Data
Fartial operational nfegration Partial operational integration

Figure 25: drivers and translation for CSR defensive, promotional and strategic approaches

Vishwanathan et al, (2020) described the non-strategic side of CSR as a blind spot in CSR-
related research. However, we argue that the four identified areas of strategic CSR which
Vishwanathan mentions as a research focus for strategic CSR: (1) reputation enhancement, (2)
stakeholder reciprocation, (3) risk mitigation, and (4) innovation capacity are individually
related to each non-strategic CSR approaches, making each responsive CSR approach at least

partly strategic. Promotion CSR focuses on reputation enhancement and stakeholder
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reciprocation, Defensive CSR on risk mitigation, and Charitable CSR on stakeholder
reciprocation and innovation capacity. However, none of these approaches mobilize all four of
these criteria. We will thus focus on the attempt to define what strategic CSR is, and the
associated criteria.

Strategic CSR can be defined as a “continuous process which takes into account its effects,
helps the company to pursue its business goals while considering the stakeholders' engagement”
(Athanasopoulou and Selsky, 2016). Accordingly, CSR is strategic “when it yields substantial
business-related benefits to the firm, in particular by supporting core business activities and
thus contributing to the firm’s effectiveness in accomplishing its mission”. Another term for
strategic CSR is embedded CSR: embedded CSR involves an organization's core competencies
and integrates CSR within a firm's strategy, routines, and operations, and therefore affects all
employees. Embedded CSR is opposed in the literature to Peripheral CSR, which focuses on
focuses on activities that are not integrated into an organization's strategy, routines, and
operations (e.g., philanthropy, volunteering).

McWilliams and Siegel (2011) have identified the strategic side of CSR as “a promising and
relevant field for further research”. However, as emphasized by Yousfi and Loukil (2021), Tang
(2012) and Halme and Laurila (2009) underlined the scarcity of research regarding the
identification of the determinants of strategic CSR beyond this definition of strategic
integration, calling for researchers to further work on the drivers and rationale which condition
the level of CSR integration within corporations.

Visser (2016) however states that strategic CSR is related to the corporate core business,
auditing, setting of social targets, reporting, and implementation of social management systems,
providing a set of criteria for CSR strategic integration. Based on Visser’s proposition of criteria
for CSR strategic integration, we can hypothesize that the strategic integration of CSR is related

to its integration within core operation and processes (1), which pragmatically means setting
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social and environmental KPI (2), which can and should be audited (3), which are then
computed and processed within data management systems and can be reporting on (4) (see,

schematization, figure 26, below).

Integration within core operations

7

Social targets or KPI Auditing

<

Implementation of social management systems

~

Reporting

Figure 26. schematization of Visser’s (2016) criteria for CSR strategic integration

3.2 Role of managerial accounting and system interoperability in
strategically integrating CSR
Beusch (2022) in Management control for sustainability: towards integrated systems, examines
the issue of the limitations companies face to integrate sustainability into their corporate
strategy, as well as to implement it within their business activities.
Building on Simon’s (1994) levers of control, Beusch provides three insights into control
system integration for sustainability:

e (1) intensive dialogues among managers at different organizational levels and in

different organizational functions mitigate challenges to the technical and

organizational integration of sustainability along a firm’s value chain,
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e (2) the degree to which the firm’s strategic-level managers focus on external
sustainability drivers influences how well the firm develops and markets sustainability-
related products and services,

e (3) CEO-level commitment can avoid “marginalizing sustainability” through

communication and dialogue across management levels.

Beusch thus puts a particular emphasis on the role of management control practices. In this
subchapter, we will discuss the role which can be played by managerial accounting and the
necessary system interoperability for the strategic integration of CSR within corporations.
For Sun and Zeng (2022), the aim of a management accounting framework is to improve the
operation control ability. They state that the application of management accounting tools in
corporations is to “solve the management problems that restrict the ability of enterprise value
creation”. Overall, Sun and Zeng (2022) in their literature research find three characteristics for
management accounting integration:

e (1) the integration of management accounting tools is to create sustainable value for

corporations,
e (2) the integration framework should focus on either a core tool or objective,

e (3) each single tool is flawed and lacks of complementary features.

Quoting Beusch (2022), Sun and Zeng further define management accounting as a “method of
contingency forecast and business decision-making embedded in the organization, to improve
the efficiency and benefit of enterprise operations through information support and
management decision-making”. Masztalerz (2014) states that focus of management accounting
is on “high-quality decision-making and drives the process of enterprise value creation and

appreciation through information integration and analysis”.
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In the previous subchapter, through a schematization of Visser’s (2016) criteria for CSR
strategic integration (see, above, figure 25) we underlined that not only is the implementation
of a social and environmental management system, capable of processing social and
environmental information, crucial to CSR strategic integration, as defined by researchers, but
also that the integration of such a management system within existing operational management
system would prove crucial. In that way, in order to strategically integrate CSR, not only would
a specific management accounting framework be necessary, but it would also have to be
integrated within a general operation control framework.

This suggests a double problematization for CSR strategic integration: first (1) the creation of
a managerial accounting framework for social and environmental outcomes and secondly (2) a
system interoperability to insure its integration within a comprehensive operational
management control framework.

Ahlemann and Legner (2021) show that the operational and organizational performance cannot
be achieved if contingency characteristics are not integrated within a comprehensive
management accounting system. Further, Tripathy and Eppinger (2013) state that the practice
of management accounting should adapt to the internal and external environment and
operational characteristics of the corporation, as well as adapt to a new environment through
ability iteration, and control activities. In other words, we can consider that there are three
challenges to implementing a comprehensive managerial accounting system to enable strategic
CSR: (1) the necessity to create an interoperable, comprehensive accounting system, (2)
adapting to operational characteristics, and integrating all performance data (including social
and environmental data) related to activities, and (3) enabling iterations, adaptable to
operational evolutions.

After defining the core criteria for strategic or embedded CSR (1.3.1), and specifying the role

of managerial accounting and accounting system interoperability (1.3.2), we will in the next
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two subchapters attempt to further the criteria proposed by previous researchers for strategic
CSR, from two main perspectives: mobilizing a stakeholder approach and a value redistribution

approach (1.3.3), and making the case for a full control approach (1.3.4).

3.3 Mobilizing a stakeholder approach to expand and precise the
criteria for strategic CSR

From developing CSR activities directly related to the scope of their main activities in order to
meet reporting standards, brand have started to develop CSR projects related to interactions
with multiple stakeholders’ groups, opening the door for an “inclusive CSR thinking” (Bocquet
et al., 2017 and Zerbini, 2017). The integration of new stakeholder categories within strategic
thinking and value monitoring may thus further the definition for strategic CSR, by including
new criteria.

In this subchapter, we will explore how the mobilizing of a stakeholder approach may provide
an expensive understanding of strategic CSR criteria. We hypothesize that an intrinsic and
perhaps missing element to think and conceptualize strategic CSR are the integration of
stakeholder dependency (A), agency (B) and value (re)distribution leverages (C). In this way,
we will attempt to further the work of Yousfi & Loukil. We will focus on three elements: first,
relating the level of direct or indirect influence over stakeholders (A), then provide CSR game-
theory related insights to gain better insights into value sharing (B), and focus lastly on value

redistribution (C).

A) Hypothesis 1: core dependency, and level of direct influence over stakeholders through

core business activities
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The notion of dependency in commercial relations is often associated with notions ranging from
risk (diversifying production to limit risks), to responsibility and accountability (preventing a
supplier and their employees for being out of business should an activity or a given production
stop). Suppliers’ levels of dependency are often measured and considered as part of a resource
allocation or commercial sourcing decision-making process.

Here, we attempt applying this notion of dependency both to stakeholders, and to activity. In
other words, we aim to explore the level of influence and dependency over suppliers, through
a corporation’s activities.

In order to further our hypothesis, we mobilize the six stakeholders’ subcategories (see, figure
27, below) suggested by UNEP and the Social Life Cycle Alliance (2021): workers, local
communities, consumers, value chain partners, society and children. We will also mobilize, and
build on, our previous analysis for stakeholders throughout our product lifecycle (see, figure

28, below).

Six Stakeholders Subcategories in S-LCA (2021)

Workers Value Chain Partners
Local Communities Society
Consummers Children

Figure 27: United Nations Environment Programme, Social life cycle alliance, and lifecycle initiative’s

identification of stakeholders for SLCA (2021)
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Stakeholders throughout a product lifecycle

Finished Office. Consumer
Production Retail, Use End of Life
Assembly Distribution :

Raw Raw Material
Material Material Production
Extraction Processing

Workers Workers
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i Direct i
i
|
| |
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i
i
|
|
L

Value Chain Partners

Local

Local Communities - .
Community

Indirect Society

Children

Figure 28: United Nations Environment Programme, Social life cycle alliance, and lifecycle initiative’s

identification of stakeholders for SLCA (2021), placed throughout a product lifecycle

Our first hypothesis is the following (see, figure 29, and figure 30 below): direct, indirect or
influence levels depends on whether the social outcome comes from activity (production,
resource allocation), or from project, initiatives or targeted investments. For instance, we
hypothesize that (1) direct social outcomes concern stakeholders directly mobilized throughout
a product lifecycle: workers, value chain partners, and clients, (2) indirect social outcomes
concern stakeholders, who, such as local communities, are impacted through activity but not
having a direct link to said product or activities: local businesses, worker’s families, including
children (3) impact on society are factors of influence, through projects, initiatives and targeted
investments. In other words, the level of direct impact could be correlated to a dependency to
activity and production. Building on our analysis relating stakeholders to product lifecycles, we
thus propose that direct stakeholder’s relation to core activity be integrated within strategic CSR

definition and related criteria.
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Direct

Indirect

Influence

7

7

7

Core activities

Non-core activities

‘Workers
Local Communities
Value Chain Partners Society

Clients

Children

Figure 30: stakeholder’s relation to core activities

Figure 29: direct, indirect or influence level hypothesis depending on type of resource allocation

In that way, building on Athanasopoulou and Selsky (2016) definition of strategic CSR as
“continuous process which takes into account its effects, helps the company to pursue its
business goals while considering the stakeholders' engagement” and Aguinis and Glavas (2015)
defining strategic CSR as a business integrating CSR as a hardcore of the business global
strategy, we propose the following updated definition of strategic CSR as a “continuous process
intrinsic to core business activities, which takes into account its direct and indirect effects on

stakeholders”.
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Rather than, as Athanasopoulou and Selsky suggest, mentioning “stakeholder engagement”
within the CSR strategic definition, we suggest including both the full or wider effects on
stakeholders (including stakeholder’s engagement) (1) and the level of direct effect though core
activities (2), a notion which is crucial to the definition of strategic CSR.

Our second hypothesis concerns the level of dependency (see, figure 31, below) for
stakeholders to core business activities. We suggest for corporations to prioritize stakeholders
which have not only a direct link to core business activities, but who are also dependent of it.
We hypothesize that this creates a second typology of stakeholders for decision-makers to

consider: dependant, directly affected, indirectly affected (see, figure 31, below)

Core activity Dependency Secondary Dependency Agency
Through Value Distribution Through initiatives Through acquisition process
Value Chain Partners Society Clients

Workers

Local Communities

Children

Figure 31: stakeholder’s dependency on core activities

Building on those two hypotheses, we drafted (see, figure 32, below) a schematization aimed
for decision-makers to approach their stakeholder impact scope, through two prisms: first, the
level of direct impact through core activities (1), and secondly the level of dependency to core
activities (2). The integration of direct or indirect impacted stakeholders may depend on the
level of visibility and access corporations have over their value chains, and become gradual in

practice.
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Strategic CSR

Direct Indirect Influence
Core activities Non-core activities
Dependent stakeholders Dependent stakeholders
Workers Local Communities Society
Value Chain Partners Children
Agents
Clients

Figure 32: stakeholder level of dependency and core relation to business activities

B) Hypothesis 2: agency, cost and value — learnings from CSR and stakeholder-adjusted
game theory

In exploring stakeholder’s relation to the core activities of businesses, we first focused on the
notion of decency to activity, as a potential primary focus for decision-makers seeking to
control and improve their social impact. However, as Athanasopoulou and Selsky (2016)
suggested when associating “stakeholder engagement” to strategic CSR, to the notion of
stakeholder dependency should be associated the notion of stakeholder agency. Here, we
associate the notions of stakeholders’ agency and/or dependency to value distribution. We
hypothesize that including stakeholders within strategic CSR and by extent, within strategic
CSR decision-making formats is key to manage social impact within overall business activities.
We further hypothesize that through the inclusion of stakeholders within strategic CSR and
decision-making, the possibility of managing value distribution and redistribution in both an

inclusive and an efficient way emerges.
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In order to explore the way stakeholder agency could be included within strategic CSR
definition, criteria and decision-making formats, we first explore the way game theory
(mobilizing agent’s decision-making, or agency) has been explored with CSR-oriented lenses.
Game theory is a theoretical framework conceiving social situations among competing players.
Game theory can be considered as one of the sciences of strategy, or at least a perspective on
processes to achieve a form of optimal decision-making for independent and competing actors
in a strategic setting. The pioneers of game theory were mathematician John von Neumann and
economist Oskar Morgenstern in the 1940s.

Since 2008, a few researchers (Sacconi, Lozano, Zhu and Li) applied at the least partially the
game theory to CSR settings, relating game theory to stakeholder theory, with CSR being
defined as “a multi-stakeholder model of corporate governance and fiduciary duties naturally
emerging from a critical assessment of the incomplete contracts view of the firm based on
concepts like as authority and residual rights of control.” (Sacconi, 2008).

With this hypothesis, we would like to go further, on one hand, by linking Game Theory to both
stakeholder Theory and value attribution and distribution processes (or value allocation
choices). At the core of this thought-process is the notion of agency. In this hypothesis, value
attribution can be either the attribution of cost (cost bearing), the payment of a price, direct and
indirect value distribution through allocation and targeted investments.

The first scenario in our hypothesis is to map the suppliers affected by CSR approaches,
meaning stakeholders who can be positively or negatively affected by a CSR strategy or
approach. In this scenario, we consider all CSR-related approaches: defensive (risk mitigation
and risk monitoring), promotional (key partnerships and targeted investments), charitable (non-
core activity related investments) and strategic. As there are no direct declination of levers of
action suggested for strategic CSR, we suggest five: (1) full impact monitoring as related to

core activities, (2) reflecting social externalities on prices, (3) integrating externalities within
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operational costs, (4) optimized or reformed value allocation or distribution, and (5) reformed
production processes. We further add the notion of dynamism through the mobilization of
“background (or monitoring)” or “active (or initiative)” to qualify the type of decision-making.
From the results (see, figure 33, below) of this approach, we can draw a set of theorical
conclusions: first, that “background or monitoring” approaches, which tend to be responsive
and imposed on all stakeholders, cover a larger spectrum of stakeholders. Secondly, that
strategic CSR-related actions (as hypothesized, non-exhaustive) tend to focus on stakeholders
directly mobilized or impacted by the core activity, as opposed to responsive (promotional,

charitable) CSR approaches.

Stakeholders Dynamism Workers Value Chain Partners Clients Local Communities Society Children

Approach CSR control scenario

Defensive Risk mitigation and monitoring Background
Promotional [Key partnerships Active
Promotional |[Targeted investments Active
Charitable Indirect Targeted investments Active
Strategic Full impact monitoring Background
Strategic Reflecting externalities on prices Active
Strategic Integrating externalities Active
Strategic Optimized or reformed value allocat] Active
Strategic Reforming production processes Active

Figure 33: stakeholder affected by CSR-related decision-making

If we extend this analysis and framework to include value creation hypothesis, or the possible
positive value generated through the integration of social impact within decision-making
through CSR-related approaches, we ask three questions: (1) who bears the cost (see, below,
figure 34), (2) who may benefit from this decision (see, below, figure 35), and (3) which
stakeholder has agency, or is an active stakeholder within the decision-making process (see,
below, figure 36)?

Looking first at the cost-bearing scope (see, figure 34, below), we observe that theoretically in
almost all individual scenarios, the corporation (here as an agent) bears a part of the CSR
decision-making cost, except in the case where all externalities are transferred to the final price,
in which case, the client or consumer bears the cost. Monitoring costs are often shared with
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value chain partners, especially when it comes to risk monitoring, and may affect value chain

partners, positively or negatively when value is reallocated taking into account stakeholder

distribution.

Stakeholders Dynamism Corporation | Value Chain Partners Workers Clients Local Communities Society Children
Approach  |CSR control scenario
Defensive  |Risk mitigation and monitoring Background
Promotional  |Key partnerships Active
Promotional | Targeted investments Active
Charitable  |Indirect Targeted investments Active
Strategic Full impact monitoring Background
Strategic Reflecting externalities on prices Active
Strategic Integrating externalities Active
Strategic Optimized or reformed value allocat Active
Strategic Reforming production processes Active

Figure 34: CSR initiative cost-bearing per stakeholder category

Looking, secondly, at the potential benefit scope per stakeholder (see, figure 35, below), we
hypothesize a difference in benefits depending on, on one hand risk efficiency control (in grey),
and on the other hand value creation through (1) charitable investment, (2) process or value
optimization.

Based on those projections, we theoretically project that control measures, such as risk
mitigation, optimized value allocation and reformed or optimized production processes may
produce positive value to corporations (as agents) through rationalization and optimization, and
may create more transparency and trust for clients, and may also create positive effects for
workers and local communities. The integration of externalities within operations can produce
financial relief for value chain partners and clients. Lastly, key partnerships and investments

can produce value for local communities, society and children.

Stakeholders Dynamism Corporation | Value Chain Partners Workers Clients Local Communities Society Children
Approach CSR control scenario

Defensive Risk mitigation and monitoring Background

Promotional |Key partnerships Active

Promotional | Targeted investments Active

Charitable Indirect Targeted investments Active

Strategic Full impact monitoring Background

Strategic Reflecting externalities on prices Active
Strategic Integrating externalities Active
Strategic Optimized or reformed value allocat] Active
Strategic Reforming production processes Active

Figure 35: CSR initiative projected benefit level per stakeholder category

117 | 365



Thirdly, looking at the notion of agency, (see, figure 36, below), we can hypothesize that most
if not all agency is often concentrated in the hands of corporations’ decision-makers, with the
exception of the partnerships or of value allocation, if the decision-making process does not

only initiates from corporations but actively seek to involve stakeholders within the discussion

and reform.

Stakeholders Dynamism Corporation | Value Chain Partners Workers Clients Local Communities Society Children
Approach CSR control scenario
Defensive Risk mitigation and monitoring Background
Promotional |Key partnerships Active
Promotional | Targeted investments Active
Charitable Indirect Targeted investments Active
Strategic Full impact monitoring Background
Strategic Reflecting externalities on prices Active
Strategic Integrating externalities Active
Strategic Optimized or reformed value allocat] Active
Strategic Reforming production processes Active

Figure 36: Projected agency level per stakeholder per CSR-related decision-making type

Looking only at decision-making processes which could be associated with strategic CSR, and
taking into account all three criteria (agency, cost-bearing, benefiting from value creation)
explored within this sub-chapter (see, figure 37, below), we hypothesize that most of the agency
is still centered in the hands of the corporation, or of the client (choice of whether or not to buy
depending on offer, price, and information level) limiting the notion of core stakeholder
engagement within strategic CSR decision-making, and that most strategic CSR decision-
making may create value through rationalization, efficiency and control for corporations, value

chain partners, and workers.

Stakeholders Dynamism Corporation Value Chain Partners Workers Clients Local Communities Society Children
‘Appruach CSR control scenario

Strategic | Strategic (controlled) investments Active Agency, Cost, Value Value (if targeted) Value (if targeted) Agency Value (if targeted) | Value (if targeted) |Value (if targeted)
Strategic Reflecting externalities on prices Active Agency, Value Value Value Agency, Cost
Strategic i i Active Agency, Cost Value Value Agency, Value
Strategic Optimized or reformed value allocation Active Agency, Cost, Value Value Value Agency, Value
Strategic Reforming production processes Active Agency, Cost, Value Value Agency, Value

Figure 37: Agency, Cost and Value factors per strategic CSR-related decision-making process
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Building on our theorical frameworks inspired by game theory, and systematically including
stakeholder categories within decision-making formats, we further hypothesize the importance
of including (1) a typology of decision-making propositions associated with strategic CSR, in
order to (2) systematically consider the agency level, cost and benefit per stakeholder while

taking any core-business related decision.

C) Hypothesis 3: four value redistribution leverages

For this last hypothesis, we will solely focus on the integration of the notions of value allocation,
distribution and redistribution within strategic CSR’s definition and criteria. The notions of
regeneration applied to leadership, decision-making, business and economic models??, are more
and more associated with CSR-driven business models and organizational reform to integrate
social and environmental impact. Centered around the effects on ecosystems, regenerative
models rely on the capacity to think in systems, create to regenerate and design to distribute.
Being regenerative is defined by DEAL (Doughnut Economics Action Lab) as the capacity to
“work in the spirit of open design and share the value created with all who co-create it” and to
“be aware of power and seek to redistribute it to improve equity amongst stakeholders™.

This implies first and foremost cost and effect control as a pre-requisite, and creates a focus
around value allocation, with value distribution or redistribution as a lever. Strategically
integrating stakeholders might in that way mean having control over cost and effects, and
having the tools to evaluate and reform value distribution for each production stream.

In this sub-chapter, we explore four possible value redistribution streams for corporations,
through four redistribution leverages scenarios, with the hypothesis that the main agency for
strategic CSR decision-making processes may still be concentrated within the hands of

corporations. Here, we focus on value distribution levers for corporations towards value chain

18 https://doughnuteconomics.org/about-doughnut-economics
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partners, through commercial relation and value relation, to anticipate the potential cost, value
and value distributed.

We mobilize a product analysis case study. Analysing a (here anonymized) fashion product,
and attempting to identify redistribution leverages towards value chain partners involved in its
production, we analysed the evolutions in terms of product margin, retail price, and projected
redistribution value while increasing either manufacturing cost and/or retail price in order to
achieve a level of redistribution towards a, or several value chain partners.

Doing so, we found four main levers to generate value and redistribute value from a corporation
towards a value chain partner, through production and pricing: (1) increasing manufacturing
without increasing retail prices, (2) increasing both manufacturing price and retail price,
proportionally, (3) increasing the final retail price of the product while bearing the operational
cost, and (4) reinvesting a percentage of product reference annual revenue (see, figure 38,

below).

Scenario 1 Scenario 2
Increasing manufacturing costs Increasing manufacturing cost
without increasing retail price with an absolute retail price increase
Consequences: sensibly lower margin Consequences: the externalities are 100% born

by the client (risk for client acquisition or maintain)

Scenario 3 Scenario 4
Increasing manufacturing cost Reinvest a % of a product
with propertional retail price increase reference annual revenue in value

chain partners
Consequences: low effect on margin but increase in
retail price (risk for client acquisition) May be the most efficient solution

Figure 38: four redistribution levers for corporation towards value chain partners

The first scenario (increasing manufacturing costs without increasing retail price) impacted
sensibly the margin, making it unsustainable because undesirable for corporations if

systematized. The second scenario (increasing manufacturing cost with an absolute retail price
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increase), made clients bear the redistributive cost, and could prove to negatively impact
corporations as prices inhibit clients for buying, making it an unsustainable option in the long
term. The third redistribution scenario (increasing manufacturing cost with proportional retail
price increase), did not affect the margin but created a significant increase in retail price, an
unsustainable redistribution solution again for maintaining clients. The fourth and last imagined
scenario (reinvesting a percentage of a product reference annual revenue) appeared to be the
most effective, as it did not affect the price or the margin but achieved a redistribution stream
towards value chain partners.

In this specific instance, four questions could guide the strategic integration of CSR when it
comes to value positioning with the intent of achieving redistribution, or regeneration: (1)
externalities and redistribution value positioning (who bears the cost, and who should bear the
redistributive cost), (2) what the fair price when it comes to deciding on a product’s profit
margin (how to position a fair price in terms of value distribution), (3) fees and duties (locality
and proximity) and (4) client positioning (which scenario is optimal for a specific client).

In this way, this specific small case study regarding leverages to distribute and potentially
redistribute value helped us gain better insights into the intersections between stakeholder
interaction and value distribution as a practical tool to strategically integrate CSR within
decision-making. We hypothesize that value control and value (re)distribution or (re)allocation
could help decision-makers not think about CSR in terms of externalities or within a “trade-
off” format, but as an intrinsic part of activities, operations and value to manage efficiently. In
the next subchapter, based on our previous strategic CSR research, we will explore the potential

for a “full control” perspective as an alternative strategic prism.
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3.4 The case for a full control model, and for cost control
perspective shift

Historically, CSR has been externalized and developed as a support or external segment for
organizations from operations, supply chain and management control processes. CSR related
value has been considered “alien” or apart from financial cost-benefit analysis, because of the
difficulties faced while attempting to translate social and environmental outcomes into value
terms. The environmental and social value produced through corporations’ activities, whether
positive or negative, are thus often being accounted for through external and complementary
forms of accounting and reporting - for instance, extra financial reports, triple bottom line or
trade-off schematizations. We suggest that this has weighted in the perception of Sustainability
being from a “nice to have” to a potential “competitive edge” differentiation factor, instead of
being considered and treated as intrinsic to activities, operations and processes efficiency.
However, through regulatory pressure or through voluntary positioning, brands increasingly
aim to strategically integrate CSR, or achieve a form of embedded CSR, either as a defensive
(risk-focused) or forward-looking integrative value strategy (full activity picture and/or
integrative definition of value). This provides the dual question of how to integrate and embed
sustainability within processes, and as core factors within decision-making. In this subchapter,
we argue that Sustainability should be considered as a control mechanism intrinsic to operations
and value creation, rather than as a set of externalities, a support factor, or any form of “other”.
In that way, we argue that the challenge may lie not in translating CSR-related outcomes and
effects within existing formats and processes, but rather could lie in 1) access and control
mechanisms to 2) efficiently managing the full activity picture, including resource allocation
utility. We argue that through considering sustainability as control, and investing in a “full
control model”, or “full cost control”, CSR could be intrinsically integrated within operations
through a resource allocation process centered around overall activity cost allocation efficiency.
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We further hypothesize that shifting the focus towards access, cost efficiency and utility
maximization throughout value chain operability and decision-making processes could
inherently facilitate, or highlight, CSR strategic integration within corporations.

We further argue that in order to consider the degree of integration for CSR in organizations,
there are four key factors to consider: one (1), the integration of CSR within operational and
management control processes, two (2), social and environmental data access and computation,
three (3), social and environmental data accounting and resource allocation formats, and four
(4), the integration of social and environmental data within decision-making processes and
facilitation formats throughout the organization.

We therefore argue that efforts should be focused on achieving “full value chain control”,
maximizing decision-making utility (systematically including social and environmental
performance factors), focusing on resource allocation utility maximization, and integrating
social and environmental data through reforming and optimizing IT systems and management
control processes. We further suggest that in order to ensure CSR strategic integration, the
analysis prism should shift from a outcome translation and valuation focus, towards a full

activity cost-efficiency and control focus.

Defining and deploying a full control model

We suggest defining a full control business model as a business model functioning efficiently
from full activity visibility and from efficient and inclusive resource allocation. We further
suggest that a full control model can operate from (1) a systematic access to, and visibility of,
activity cost and outcome information across the value chain, including social and
environmental-related activity cost and outcome data, including direct and indirect activity
performance data, (2) which are systematically computed within a full activity management

control system and translated into performance data available for each decision-maker. The two
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pre-requisites for a full control business model could be considered to be (1) traceability
throughout the value chain, and (2) a full activity data management system providing the

necessary insights to optimize decision-making.

Shifting from outcome translation towards inclusive cost allocation efficiency

We suggest that this model would further require a shift from outcome translation towards cost
control and cost allocation efficiency. The focus since the 1970s on outcome translation
(qualitative or absolute through the triple bottom line visualization, monetization through
externalities and/or use of valuation coefficient, for instance in the case of the EP&L proved
valuable in including social and environmental outcomes within trade-offs for decision-making,
but did not successfully “integrate” social and environmental factors within value analysis but
rather further made social and environmental factors “other” or “alien” within the value
conversation. We hypothesize that by shifting the conversation towards a cost control analysis
(investment, resource allocation, losses), by associating a cost, or resource allocation, to a social
and environmental efficiency level, or quantified performance level, rather than making social
and environmental factors others, the cursor could shift towards making social and
environmental performance an intrinsic part of activity and operational performance. Therefore,
by focusing on making cost analysis inclusive, and on quantifying the utility or efficiency of
resource allocation in an inclusive way, we hypothesize that decision-makers could maximize
the utility of their resource allocation while making social and environmental factors inherent
to operational efficiency and profitability. We therefore hypothesize that this shift from
outcome translation towards full cost visibility, and full cost management could enable the
strategic integration of CSR within corporations through the creation of an inclusive definition
for operational optimization, rather than a constant trade-off mechanism reiteration for

decision-makers.
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Interoperable data management and computation systems

Based on insights from Beusch (2022) and Sun and Zeng (2022) (see 1.3.2), we hypothesize
that managerial accounting and data management system interoperability play a crucial role in
the strategic integration of CSR within corporation. We can define those four roles as data
systematic process or computing (1), data translation (2), overall access to decision-makers
throughout the organization (3), and integration (4) within a multitude of value-centered
formats. We can therefore hypothesize that a full control model would rely heavily on (1) the
establishment of a data management system, and (2) ensuring its interoperability through

managing data governance for Finance, IT, and Operation teams throughout an organization.

Central use of resource allocation formats

This shift towards focusing on cost control as a primary focus rather than on outcome translation
and monetization, would create a need for monitoring both cost utility and cost efficiency in an
inclusive format. This would mean either (A) focusing on resource allocation efficiency format
as a necessary addition to traditional P&L or (B) integrating resource allocation efficiency
within P&L formats, as well as creating new input lines for stakeholder resource allocation, and
product line resource allocation. This focus on inclusive operational resource allocation could
enable a full activity visibility. Should a full control model but put into place, we hypothesize
that three decision-making formats would prove essential (1) an independent and inclusive
resource allocation format, (2) a P&L format including efficiency levels for each stakeholder
category and (3) an integrated performance visualization format for each decision-maker, from
product owners to top management throughout the organization, in order to ensure that each

taken decision is efficient in an inclusive — or optimal and comprehensive - way.
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We can schematize the theoretical essential features for a full control model in the following
way (see, figure 39, below), including a focus on decision-making features (see, figure 40,
below), and on communication features (see, figure 41, below) and IT system integration

proposition for social and environmental data (see, figure 42, below).

Full supply chain visibility
Systematic access to activity organization throughout the supply chain

Focus on operational costs and resources distribution
(overall, per collection, supplier, product)
Including social and environmental activity outcomes

Full operation data computing and data management system

Resource allocation optimization  Performance monitoring Communication

1. Resource allocation trade-

offs and optimization 1. Supplier 1. Reporting
2. Full input control 2 ECON.I
1. Product/SKU 3. Labelling per sku

Product eco-conception

Figure 39: Full data control model schematization proposition
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Figure 40: Decision-making Full Data Control Framework
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Figure 41: Communication Full Data Control Framework
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Figure 42: IT System Integration proposition for social and environmental output data

As a response to organizational and strategic management of social and environmental data
which contribute to CSR practices visibility being considered as a “nice to have” and not being
accounted for systematically, we thus hypothesize that a full control model, including a full
inclusive data control, would enable control over risks, optimization and visibility an extended
number of value creation and performance factors. In turn, we hypothesize that this full control
and cost control model would create the sufficient incentives to truly integrate sustainability-

associated factors within business and operational models.

A tryptic framework to facilitate resource allocation based on full visibility: a risk-to-
value spectrum, an operational integration coverage, and a stakeholder spectrum

Based on full performance visibility (including social and environmental performance data),
and in order to facilitate decision-making processes in link with value factors, we further
propose a triple framework to estimate decision-making inclusive utility: a risk-to-value
spectrum (risk management, optimization and value creation), and operational integration and
coverage, in order to ensure that decision-making covers both the operational integration of
CSR and its full spectrum, and a stakeholder spectrum to estimate the inclusivity in resource

allocation distribution.
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In order for decision-makers to better manage resource allocation, we propose that three
dimensions of “value” should systematically be taken into account:

(1) risk management and risk prevention

(2) optimization and

(3) intrinsic value creation.
In that way, we propose that each resource allocation should be estimated on their use or intent:
defensive (to cover risks), or strategic (to create inclusive value through inclusive optimization

and/or through inclusive value creation).

We further propose that each of these value dimensions be evaluated throughout several
operational coverage axis:

(1) Resource allocation per supplier

(2) Resource allocation per production

(3) Resource allocation per product reference

(4) Resource allocation per external investment

We lastly propose that each resource allocation should associate direct and indirect stakeholder
influence and impact, for instance:

(1) Resource allocation’s performance or efficiency for workers (direct)

(2) Resource allocation’s performance or efficiency value chain partners (direct)

(3) Resource allocation ’s performance or efficiency for clients (direct)

(4) Resource allocation’s performance or efficiency for local communities (indirect)

(5) Resource allocation’s performance or efficiency for society (influence)

(6) Resource allocation’s performance or efficiency for children (influence)
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We therefore hypothesize and propose that the use of a tryptic framework, taking into account
and correlating the degrees of value management (spectrum from risk management, operational
optimization towards value creation), including social and environmental data, to the degree of
impact on stakeholders and to their integration within operational channels (resource allocation
per supplier, production, product reference, specific or targeted investment) could offer a

clearer picture of inclusive value management within an extensive activity perimeter.

Part of an initial tryptic on utility (1.1), accounting (1.2), and CSR strategic integration (1.3),
this chapter aimed to provide a critical overview of existing research propositions when it comes
CSR strategic integration, with an analysis of associated requirements and criteria. We analysed
the key role of managerial accounting and data system interoperability in deploying some levels
or aspects of CSR strategic integration within organisations. As an extension to the existing
research, we first provided propositions to further the definition for CSR strategic integration,
and associated criteria by focusing on stakeholder theory, agency, dependency, and value
(re)distribution and (re)allocation. We further provided the case for focusing on CSR as full
operational control rather than as triple bottom line and continuous trade-off, and the case for
focusing on cost-control rather than on outcome translation as a possibly efficient way not to
strategically integrate CSR but to showcase CSR as an already intrinsic performance factor for
operations. We lastly showcased how full activity control and resource allocation utility could

interact.

After focusing on conceptual factors which influenced the creation of the SP&L, in the next

chapters, we will focus on contextualization factors. We will focus (Chapter 4) on the two-
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speed evolution between social and environmental research and methodologies, before focusing

(Chapter 5) on fashion industry realities and priorities which shaped the SP&L approach.

4. Analyzing the Gap between Social and Environment

Impact Focus

In this chapter we will first analyse the correlations and factors of differentiation between social
and environmental impact measurement approaches, before analysing the definition process for
social and environmental impacts as a process marked by both its scope and politization, then
focus on the emergence of social impact measurement-focused research, on the development
of practical and experimental social impact measurement-related methodologies, impact
monetization or trade-offs methodologies, and lastly provide typologies of social and
environmental impact-focused methodologies, from a target-audience perspective, and from a
data access perspective.

As consumers’ expectations and preferences keep shifting towards more transparency, more
sustainability processes, and less negative social impacts when choosing a product within an
extremely competitive field, there is a true opportunity and necessity for businesses to create
products with demonstrated social and ecological benefits, and equal pressure to back up their
narratives with coherent and holistic facts, metrics and numbers. Further, measuring social and
sustainable impact means gaining access to precise and extensive data about the entirety of the
value chain which proves to be a crucial tool directed towards strategic leadership in order to
better inform business decisions and optimize investments and logistics. In the Playbook for
designing social impact measurement (Reynolds and al., 2018), the use of data is deemed

central to better decide where to put resources towards solving social and ecological issues,
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emphasizing that making social progress means using the right data to evaluate outcomes in
order to separate correlation from causation. In this chapter, the goal is to investigate and
analyze the existing research and findings on sustainability impact-related measurement and
social impact-related measurement focusing on the fashion industry and using a comparative
method associated with relevant case studies. We aim to provide an analytical framework
highlighting the potential use of the existing methodologies at each decision-making level.

We will compare existing measurement tools and methodologies for environmental and social
impact measurement, with an analysis of the gap in research, in methodologies and in
experimental implementations, a focus on the politization of social and environmental
definition processes, an analysis of the emergence of social impact measurement-focused
research, the development of experimental methodologies, the focus on monetization for
environmental impact methodologies, before proposing two typologies for social and
environmental impact measurement methodologies: one focusing on targeted audience, and one

focusing on existing data and one mobilizing an adoption framework.

4.1 Intrinsic links and differentiation factors between social impact
measurement and environmental impact measurement

At first glance, the differentiation and gap created between environmental and social impact
measurement can seem surprising and even artificial given the way social and environmental
impacts are intrinsically linked in many ways. Social and environmental impacts are linked
when considering externalities in the economic research field, and when it comes to
international level contributions. The two terms are bound within sustainable development’s
definition and goals: The United Nations’ Sustainable Development Goals name both climate
and communities-related categories within their seventeen goals. Two rationales may be linked

to this phenomenon.
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Historically, the awareness regarding the potential of social impact measurement and
assessment (SIA) appeared in the 1970s as a reaction to the research on environmental impact
measurement or assessment (EIA) which started in the 1960s: according to Freudenburg
(1986), the field of Social Impact Assessment emerged during the 1970s as a response to new
environmental legislation and this logic of action-reaction may help explain the gap in
definition, research, framework, strategies and applications when it comes to social and
environmental measurement.

Pragmatically, there appears to be a difficulty in social impact measurement regarding the
choice of appropriate instruments and indicators, the availability of the right kind of data, and
the associated level of objectivity. Meanwhile, measuring environmental impact has been
considered as science-based process with a high potential for standardized indicators and data,

easier to implement in practice.

4.2 A definition process marked by its scope and its politicization

The process of defining social and environmental impact measurement emerged from practical
economical reasoning: the measurement and evaluation of observed externalities or, in other
words, the need to evaluate the consequences of an industrial or business activity which affects
other parties without being reflected in market prices or without any compensation.
Globalization, the process by which businesses and other organizations develop international
influence or start operating on an international scale, has caused a segmentation in businesses
value chains at an international scale. The impact measurement process is hence being made
more difficult by the international scope (including different levels of legislative or normative
integration) and involvement of decision-makers from both the public and the private sector
with different interests and chosen languages when it comes to social and environmental

impact.
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Definition as a very first step particularly constitutes an issue in the scope of social impact
measurement: a consensus around the mere definition of social impact measurement is far from
being agreed upon, leading to the development of a plurality of pragmatic approaches. Starting
at the very beginning, the scope of social impact measuring was closely linked to decision-
making processes and mechanisms, creating an additional challenge to the difficult task of
standardized definition. Freudenburg (1986) explained the creation of a research field
surrounding social impact assessment as a reaction to emerging environmental legislation,
making social impact assessment an “hybrid, a field of social science and a component of the
policy-making process” with its main issue being “how best to incorporate scientific input in
what will remain largely political decisions.”

As defined by the OECD (Noya, 2015), measuring social impact means measuring the social
value produced by organizations, including social value creation and social return. However,
there is a lack of agreement surrounding the exact definition, and about the perspective, market
and scale intended for the social impact programs, creating variations in a very hybrid space
that induces many challenges ahead.

In terms of applicability scope, the European Commission’s GECES (2014)* directly counters
the “one size fits all approach” to social impact measurement, deeming that “no single set of
indicators can be divided top-down to measure social impact on all cases”. This non-existent
cohesion surrounding social impact’s definition creates a crucial dissention in pragmatic
approaches and strategies in measuring social externalities: either global approaches covering
the spectrum of social impacts, or tailor-made approaches.

The definition of environmental impact measurement and the establishment of its indicators

was a more straightforward process. The context of the first pictures of Earth taken from space

4 European Commission 2014, Proposed approaches to social impact measurement in European Commission legislation and in practice relating
to EuSEFs and the EaSI, GECES sub-group on impact measurement
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and the rise of international awareness around air and water pollution issues created a dynamic
for global cooperation as early as the 1960s. The creation of categories and indicators facilitated
the establishment of a common language and the organization of international conferences
around environmental impact starting in 1972 with the Stockholm Conference all the way to

the 2015 Paris Agreement.

4.3 The emergence of social impact measurement-focused research
There is an increasing interest from researchers in focusing on the combination of economic
and social impacts on market-based organizations. This emphasis is particularly evident in
social enterprises and hybrid organizations which combine social missions with market
approaches to solve global social problems (Battilana & Dorado, 2010). The market-based
approaches that characterize a social entrepreneurial approach inherently involve measuring
societal impact and social performance (Grimes, 2010; Miller & Wesley I1, 2010). Despite this
increased interest in the creation and measurement of social impact, measurement standards
appear partial and approaches appear heterogeneous, with a focus on social entrepreneurship.
The three streams of management research focus on corporate social responsibility (CSR),
social entrepreneurship, and the search for BoP (Base / Bottom of the Pyramid) strategies, born
from the proposition that companies can exploit new market opportunities by selling products
to low-income market segments in emerging economies to generate profits while reducing
poverty. The focus is particularly on instrumental returns, individual, organizational,
institutional backgrounds and on the political activity of companies. Business management-
related research focuses on new market opportunities, new inclusive markets as well as the
development of new business models. Some research work has been done to catalog social

impact measurement initiatives, including a catalog of approaches of impact measurement by
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The Rockefeller Foundation (Olsen et al, 2008), and a classification of thirty contemporary
social impact measurement methods by Maas and Liket (2011).

In that way, one can observe that the vast majority of academic research on social impact
measurement has been carried out to clarify and strengthen the action of philanthropic actors,
social enterprises and public actors’ initiatives in relation to positive social impact. Such studies
tend focus on both for-profit and non-profit organizations, but often exclude businesses willing
to create social impact programs and to monitor their social impact.

From a corporate perspective, the main managerial challenge with CSR is how to treat it as an
investment (Husted and Allen, 2007). The strategic link between CSR and value creation has
been explored in relation with expenses regarding environmental impact by M. Porter (Porter
and Kramer, 2011). Porter forms a distinction between responsive CSR (philanthropy,
donation), and strategic CSR, which creates an opportunity for shared value instead of charity.
Instead of simply redirecting profits to society, with strategic CSR, corporations identify which
social issues they can contribute to solve while creating value for their shareholders and

improving their competitive environment.

4.4 The development of practical tools and experimental
methodologies

Despite the challenges, a plurality of investigative methodologies has been developed including
impact measurement tools. The OECD Policy Brief on Social Impact Measurement (Noya,
2015) has listed three main approaches to social impact measurement: positivist, critical and
interpretive, or in practice cost-benefit analysis, rating methods and auditing. Stanford’s
Spectrum of Impact Measurement Tool (Reynolds and al., 2018) includes a business analysis

process and an assessment by control groups, while Deloitte’s Social Impact Measurement
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Model (SIMM) (Ellis and al., 2019), measures the impact of corporate investment and aims to
manage the translation of financial investment into social outcomes.

In the case of environmental impact measurement, a plurality of methodologies has been
developed to support business decisions, with the fashion industry being a prime example of
this tendency. Within the fashion business scope, multiple measurement tools aimed to estimate
the environmental impact of fashion, including indexes, measurement tools and referencing
tools, have been developed over the past fifteen years. These tools have been developed as
working tools for the fashion industry practitioners and designers, with a focus on the product
level rather than on the system level, as Kozlowski& al (2009) remarked in their classification
of environmental-impact tools for fashion businesses’®. Kozlowski & al (2009) classified the
tool into three categories (or “archetypes”): assessment tools, participatory tools (engagement
of the consumer in the design process), and universal tools. The vast majority of these tools is

made to accompany designers throughout the design and product development process.

4.5 Monetization, trade-offs and total assessments methodologies

The monetization of social and environmental impacts presents an opportunity to create a
common language around non-voluntary impact produced by organizations, language which
can be understood widely from investors to clients and communities. This methodology finds
its origins in externalities as theorized by Coase (1960) and Kapp (1969), and aims at reflecting
every impact into monetary terms in order to guide immediate and future strategic decisions.
The EP&L, or Environmental Profit & Loss Account was first developed by PUMA within the

scope of the Kering group'®. The methodology aims at monetarily assessing the company

15 This classification includes the following tools : Considerate Design (CDT), Considered Take and Return (CT&R), Cradle to Cradle Apparel
Design (C2CAD), Cradle to Cradle Certified Product Standard (C2C), Higg Index, MADE-BY (MB), Nike Making App (NMA), Sustainable
Design Cards DSKD (SDC), Sustainable Fashion Bridges Ideation Toolkit (SFB), Sustainable Fashion Design Model (SFD) and TED's TEN.
16 Kering Group: Environmental Profil & Loss: a measuring tool for sustainable luxury.
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impacts on environment by analyzing the organization value chain and correlating every
activity and transformation to their direct impact. This visual accounting tool with impact
translation into monetary value has been designed to promote environmental information
related to the activity of the Kering group's brands to the wider audience possible, and to guide
decision-making at a strategic level. This tool includes health as an indicator but refrains from
including social impacts.

However, the line drawn at social impact is beginning to fade. PricewaterhouseCoopers, who
worked on the methodology for the EP&L, parallelly developed a new model including both
social and environmental notions. The Total Impact Measurement and Management (TIMM)
methodology was developed to be a decision-making tool for private companies’ board
members and high-level executives (Preston, 2013). The model considers four axes to create its
complete impact picture: social impact, environmental impact, economic impact and taxes
impact. The TIMM functions on a trade-off’s basis, suggesting the variable impacts following
decisions. The attempt to assess both environmental and social impacts from a company’s
perspective is also claimed by the B Corp Certification, the first certification which measures a
company’s entire social and environmental performance. Those business-oriented initiatives,
which include both social and environmental impact into their methodology, create a path for

innovations.

4.6 Typologies of social and environment tool: per audience and per
maturity level

The following section includes a comparison of existing measurement tools and methodologies
for environmental and social impact measurement within the scope of adoption frameworks, in
order to get a better insight of their level of maturity and use within organizations, with a focus

on fashion organizations.
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A) Gaining visibility: the scope for social and environmental measurement tools

The two-step approach between the development of environmental impact measurements and
the later development of social impact measurement has generated structural differences in

audiences and adoption frameworks.

As a consequence of this long and heterogeneous development, targeted audiences for social
and environmental impact decision-making tools differ greatly. As seen on figure 1, social
impact measurement tools derive from policy briefs and recommendations crafted for
corporations’ strategic members in a context of a lack of clear and agreed standards. On the
opposite, environmental impact measurement benefits from a sixty-years old multi-lateral
work, allowing the genesis and application of international agreements, including the Kyoto
Protocol to the United Nations Framework Convention on Climate Change (UNFCCC) and the
Paris Agreement. If a plurality of tools has been developed for corporations to clarify and
eventually communicate around their social impact, no practitioner-focused tool or
communication tool have been yet integrated within corporations. The creation and first
applications of the EP&L shows potential to reach board members, practitioners and clients

alike.

Policy Makers Companies Strategic Internal General
Governments Level practitioners & public
Designers &
Clients
Social Impact OECD Policy Brief on TIMM Future Social
Social Impact B-CORP Labelling
Measurement Social Capital’s SIMM (encouraged
EU Commission Spectrum of Impact by the French
GECES’ Proposed Measurement Tool government
approaches to social Centre for social and currently
impact measurement impact’s decision- in first stages
United Nations’ making tool for social discussion)
Sustainable Development impact measurement
Goals
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Environmental Kyoto Protocol to the EP&L EP&L EP&L
Impact United Nations TIMM Higg Index
Framework Convention (FDS) Future
on Climate Change TED’S TEN, Environmental
(UNFCCC) (SDC) and (CT&R) Labelling

Paris Agreement (NMA) (HIMSI) (PEF)

United Nations’ (MB), (CDT),

Sustainable Development (C2DC), (C2CAD
Goals

Figure 43: scope of targeted audiences for social and environmental measuring tools

B) Adoption frameworks for social and environmental impact measurement tools

Adoption frameworks illustrate how organizations develop and execute their plans for the
introduction of theories of change with a comprehensive approach, from initial assessment to
implementation. One can hypothesize that analyzing the place of social and environmental
measurement tools across an adoption framework might help us to better understand their level
of maturity and to show their potential overlap or complementarity. An adoption framework
differentiates four types of tools depending on their level of integration and maturity within an
organization’s decision making and implementation process, ranging from assessment tools to
steering tools. Assessment tools evaluate the maturity of strategy, program or product at the
adoption level, defining what existed prior and establishes the areas of progressions.
Measurement tools are data collection tools across the value chain in relation to the company’s
objectives. Decision tools are decision-supporting tools in order to manage the implementation.
Steering tools are tools supporting the implementation of the theory of change. Crossing the
adoption framework with the segmentation of a life-cycle analysis, a standardized assessment
method making it possible to carry out a multi-criteria and multi-stage environmental
assessment of a system over its entire life cycle, may give more insight regarding the exact use

range for each social and environmental tool.
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In the perspective of fashion corporations, there is visible opposition between tools restricted
to one function, and tools presenting the potential to accomplish multiple functions. The EP&L,
the B-CORRP certification, and the HIGG Index overlap between the four main features, whereas
the main designers-focused environmental tools are mostly steering tools for the sourcing,
design and manufacturing processes, and the TIMM sorely purely on providing decision-
making features for board members.

No solely social impact-focused tool can be associated with a fashion company’s adoption
framework, and no steering tool for fashion businesses seems to be available regarding social
impact measurement. This reflects the state and level of maturity for social impact measurement
tools and the related research overall: in progress, experimental and in constant dialog with the

work done for environmental impact measurement.

Assess Measure Decide Steer
Sourcing EP&L EP&L EP&L (FDS) TED’S TEN,
B CORP B-CORP TIMM (SDC) (CT&R)
Higg Index Higg Index (NMA) (HIMSI)
(MB) (CDT)
(C2DC) (C2CAD)
HIGG Index
Design EP&L EP&L EP&L (FDS) TED’S TEN,
B CORP B-CORP TIMM (SDC) (CT&R)
Higg Index Higg Index (NMA) (HIMSI)
(MB) (CDT)
(C2DC) (C2CAD)
HIGG Index
Manufacturing EP&L EP&L EP&L (FDS) TED’S TEN,
B CORP B-CORP TIMM (SDC) (CT&R)
Higg Index Higg Index (NMA) (HIMSI)
(MB) (CDT)
(C2DC) (C2CAD)
HIGG Index
Storage EP&L EP&L EP&L HIGG Index
B CORP B-CORP TIMM
Higg Index Higg Index
Retail EP&L EP&L EP&L HIGG Index
B CORP B-CORP TIMM
Higg Index Higg Index
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Use and coproducts

Recycling B-CORP B-CORP TIMM
Higg Index Higg Index

Figure 44: Adoption framework for social and environmental tools, using life cycle analysis stages

Social and environmental impact measurements theories and methodologies have been
developed within a decade from each other, a gap which partially explains the two-step
approach we know when it comes to evaluating social and environmental impact. To increase
this gap, the access and exploitation of environmental-impact data for measurement
methodologies has been deemed easier. As a consequence, the level of maturity regarding
environmental impact measurement is higher than the of social impact measurement. This
translates directly within the fashion industry scope, where the maturity of life cycle analysis is
extensive and commonly done, and environmental key performance indexes are easily set, as

opposed to social key performance indexes.

It is also significant that the fashion business scope was an incubator for environmental
measurement innovation, with the development of monetary translation for environmental
impact, namely the environmental profit and loss account. The tendency for impact
measurement seems to be both leading towards the development of global or total impact
assessment tool, and towards the development of tools which facilitate decision-making at a
corporative or strategic board-level. This creates opportunities for new fields of research
regarding the monetary valuation of impact: either a more inclusive tool including not only
environmental and health impacts but also includes social impacts, or respecting the approach
taken so far, a social profit and loss account which would complete a global vision of

sustainability measurement.
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This chapter focused on the two-speed emergence and mobilization of social and environmental
impact measurement and assessment methodologies and tools. Within the next chapter, we will
explore the specificities of the fashion industry, as the fertile soil for impact-focused

methodologies such as the EP&L and the SP&L.
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5.Fashion industry realities which justify the creation and

development of an SP&L approach

In this chapter we will focus on key CSR-related criteria which constitute focal points within
the fashion industry, in order to gain better insights into the rationales for creating and
developing social performance measurement approaches within this specific industry. We will
focus first and foremost on (9.1) the reform and redefinition processes for corporations, (9.2)
analysing the context an increasing number of fashion brand becoming benefit corporations or
B Corp certified, before (9.3) before focusing on fashion value chain fragmentation and loss of
control which increasingly leads to traceability efforts and data control initiatives. We will lastly
(9.4) analyse all current published CSR-related goals and strategies published by fashion brands

to analyse common strategic and managerial focuses.

5.1 Reform and redefinition: rationales and features for new
benefit corporations

In this sub-chapter we will provide an analytical review of Segrestin, Levillain and Hatchuel’s
contributions on benefit corporations between 2012 and 2022, in order to provide an analytical
framework for the increasing number of fashion companies choosing to reform or redefine their
business models (9.1.1). We will first address the notion of responsibility as an extension of a
normative approach (9.1.2), with at its center an “extended social object” (9.1.3), before

addressing the specificity of the French société a mission (9.1.4).
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5.1.1 A normative approach from corporations: responsibility, attention zone
and inclusive value creation management

At the core of benefit corporations, we can hypothesize that there are three pre-requisites: first,
a normative approach to responsibility, secondly, stakeholder’s theory (Freeman, 1984), and
thirdly, the will to assess and manage positive social outcomes as standardized value creation.
Segrestin, Levillain and Hatchuel (2012) stated that while States support social and
environmental initiatives from large companies, they are not driving forces behind it: in that
way, Segrestin et al (2012) stipulate that the efforts which pushed our societies towards forms
of “generative” regimes are mostly the results of corporate managerial practices (Le Masson
and Weil, 2010).

To analyze the concept of, and the applications for, benefit corporations, we can first address
the concept of responsibility, using normative lenses. In that way, Segrestin et al (2012) find
that the notion of responsibility encompasses both voluntary actions and positive practices (or
practices beyond regulatory norms or standards). Both McGuire (1963) “The idea of social
responsibilities supposes that the corporation has not only economic and legal obligations but
also certain responsibilities to society which extend beyond these obligations” and Davis (1973)
“(...) social responsibility begins where the law ends. A firm is not being socially responsible
if it merely complies with the minimum requirements of the law” place the notion of a voluntary
action beyond obligations are the epicenter of the concept of responsibility. From 1975, the
term “responsibility” is translated into an active “responsiveness”’, or “response capacity”
(Segrestin et al, 2012) suggesting the preeminence of action and anticipation towards one’s own
activities and their effects. Segrestin et al (2012) thus find that responsibility can be understood
as an extension for normative frameworks (in French “extension du champ normatif”), as part

of a normative approach.
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Further; Segrestin et al (2014), in analyzing the frameworks which would enable a voluntary
and coherent approach which would combine and both enable a corporation’s interest with
societal interest, found that researchers who focus on the integration of social and
environmental objectives in business models have approached the topic from two perspectives:
first (1) analyzing businesses’ responsibility towards their stakeholders and environment, and
secondly (2) analyzing the development of conceptual frameworks which could enable for
companies to create positive social impact while remaining economically sustainable. They
found that such conceptual frameworks possess three common criteria: first, (1) assessing social
and environmental outcomes, parallelly to economic rentability, and beyond legal constraints,
secondly (2) mobilizing a standard legal and economic framework, and thirdly, (3) identifying
what Segrestin et al (2014) name “an attention zone” (what a corporation needs to take into
consideration beyond contractual or economic relations and dynamics). The “attention zone” in
this case is directly linked to Freeman’s (1984) stakeholder’s theory.

A direct consequence for businesses seeking to strategically integrate social and environmental
factors is the importance of assessing any effect produced by a corporation, on any stakeholder.
Segrestin et al (2014) find that the identification of an “attention zone” is instrumental to the
normative approach of strategically integrating social and environmental factors within a
business model as they stipulate that “CSR has built itself over an attention model”. In other
words, CSR was built from the pre-requisite of corporations being able to actively identify and
manage their effects over their own ecosystems. From our previous analysis (1.3), we can align
the attention model with the system we mentioned as a full control model over operational
inputs and outputs. Secondly, by addressing and assessing social effects produced by
corporations beyond regulatory frameworks, and through the use of standard economic
frameworks, corporations systematically seek to relate positive effects to value creation — or

benefit. Acquier (2007), Margolis and Walsh (2003) and Carroll (1999) studied and showcased
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the link between corporate social performance and financial performance through an extension
of classic strategic reasoning and frameworks (Segrestin et al, 2012).

In that way, corporations have paved the way for benefit corporation frameworks through
empirical innovation (Segrestin et al, 2021). Though corporations, prior to the creation of
benefit corporations, have provided what Segrestin et al (2012, 2014) have call “pioneering
approaches” when it comes to social and environmental strategic integration, the legal
perspective remained an “unidentified link”. While corporations have the capacity to initiate
regulatory changes, without a new legal perspective, CSR still “fundamentally referred to an

uncodified space of interaction between the company and the society in which it is inserted.”

5.1.2 The necessity to create and focus on an “extended social object”

We hypothesize, aligned with Segrestin et al (2014) that two of the main limitations that kept
benefit or purpose-oriented corporations into an “uncodified state” are first and foremost, the
limited integration of stakeholder’s interests within corporations’ social objects, and secondly
the understanding of a corporation solely as a “nexus of contracts” (Donaldson and Preston,
1995).

Segrestin et al (2014) found that if there were a consensus to affirm that corporations could be
leverages for value creation and provide positive societal effects, corporations were first and
foremost meant to create value for shareholders Research remained focused on whether or not
social or environmental performance could be positively correlated with financial value
creation (Margolis and Walsh, 2003), creating a lasting impression of “dueling expectations”,
today often still referred as decision-making tradeoffs.

A limitation to fully formed benefit corporation was thus for Segrestin et al (2014) the reduction
of corporation in a legal for as “nexus of contracts”, binding shareholders to managers.

Segrestin et al (2014) find that corporations are constituted of multiple investments and
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agreements which go beyond what is negotiated with shareholders with the consideration that
“by default directors owe fiduciary obligations of care, loyalty, and good faith the corporation
and its stockholders” (Yosifon, 2014), and create a possible convergence factor for
stakeholder’s interests.

In this perspective, a corporation is more than a pure economic and transactional organization
(Deakin et al, 2017) and can be considered as a broad collective effort invested in by multiple
stakeholders, with joint welfare as a perspective, incentive and as a goal. This could be achieved
through providing an adequation between legal frameworks and stakeholder management, and
explicitly addressing several finalities taking into account stakeholder’s interests. In that way,
Segrestin et al (2014) found it was necessary to revise corporation’s legal formats to in order to
make “the additional possible” and create flexible purpose corporations, providing incentives
for the creation of an “extended social object” for corporations (Segrestin et al, 2014) enabling

a conciliation between law and stakeholders theory.

5.1.3 Raison d’étre: the specificity of the benefit corporation French Model

In the early 2000s, two streams emerged in the US and in the UK: one that extended
management duties in respect to various stakeholders, and one which created new corporate
forms with extended purposes. The first benefit corporations were thus created in the US, in
Maryland in 2010. They followed the creation of Community Interest Companies in the United
Kingdom in 2004. California introduced in 2012 both benefit corporations and flexible
purposed corporations, soon renamed social purpose corporations (SPC). In 2014, Societa
Benefit were created and introduced in Italy. In 2021, thirty-one States in the United-States
enabled the creation of benefit corporations.

In France, in May 2019, the French parliament passed the PACTE Law revising the definition

for corporations in order to systematically consider environmental and social business
148 | 365



outcomes. The law introduced three elements: first and foremost an obligation to consider
business activities’ social and environmental effects, secondly, the possibility for companies to
define their raison d’étre, and thirdly, société a mission as a new corporate form. The main
differentiation factor for the French Model is the focus on the justification (Segrestin et al,
2021). The introduction of the société & mission in France was motivated by an “original”
argument which took form in the raison d’étre (purpose or as we can translate it, intrinsic
rationale), “affording the possibility for any corporation to assign social or environmental
purposes to itself, defined in its by-laws” (Segrestin et al, 2021). In this way, the French Law
both demands of companies to assess and address the social and environmental outcomes of
their activities, and provides an option for corporations to define their perspective and make
lasting commitments. The raison d’étre provides a renewed positive view of corporations
(Segrestin et al, 2021) placing businesses a solution-makers. Segrestin et al find that this law is
based on a new “positive definition of the enterprise as not only a (...) productive entity, but

more fundamentally a space for innovative collective action” : “a creative organization”.

5.1.4 The redefinition and reform of an increasing number of fashion
companies

In this sub-chapter we will provide a typology of fashion business that either chose to become
benefit corporations or to become B Corp certified, based on the corporations’ characteristics
and on information publicly communicated around the associated processes.

In France, three years after the creation of the PACTE law, more than 1000 corporations chose
to become entreprises a mission. Amongst them, 80% are corporations which employ less than
fifty people. A limited number of fashion companies, such as Aigle, Faguo and Le Slip Francais

took the constraining steps, creating a limited representation for a very visible industry.
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However, since 2019, an increasing number of European and US-based fashion brands made
voluntary steps to become B Corp certified. B Lab is a Pennsylvania-based non-profit
organization that labels B Corporation businesses: the label is summarized by the letter "B", as
the initial representing "benefits" that a company can bring to workers, to society and to the
environment. To become B Corp certified, a company must meet explicit social and
environmental values and a legally binding fiduciary duty to consider the interests of workers,
local communities and the environment and those of its shareholders. The company must also
modify its statutes to adopt B-Lab's commitment to sustainable development and the decent
treatment of workers. In addition, a B Corporation must pay an annual contribution based on
its income, reach a level of social and environmental performance defined by B Corp, subscribe
to a complete bi-annual report on the evaluation of its impacts (an exhaustive questionnaire that
assesses the impacts of social and environmental measures) and make a public commitment to
meet the social and environmental performance standards required by B Lab. The Certification
demands continuous improvement, with an adapted evaluation process which varies depending
on companies’ characteristics, such as their size.

In April 2023, amongst B Lab’s databased, 217 corporations were identified as fashion
corporations, and amongst those, more than 10% were based in France. We created a
comparative analysis for fifteen brands, including fourteen certified B Corp, analyzing their
size, date of creation, location, date of certification and score, set purpose or mission and

organizational specificities (if relevant) (see, figure 45, below).

Brand Number of Date of Headquarters’ B Corp Purpose, Mission Organization
Name Employees Creation location certification date Statement or Raison Specificities
and latest score d’Etre
Patagonia Estimated 1957 United States Certified in We’re in business to save Creation of the
3000 December 2011, our home planet. Its core Patagonia
employees currently with a values are to build the best Purpose Trust
score of 151.4/200 product, cause no and Holdfast
unnecessary harm, use Collective
business to protect nature,
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and not be bound by

convention
Chloé Estimated 1952 France Certified in Not yet an
1000 October 2021, Women Forward. Entreprise a
employees currently with a For a Fairer Future. Mission
score of 85.2/200
Birdsong N/A 2014 United Certified in March N/A N/A
Kingdom 2022, with a score
of 117.2/200
Faithfull Estimated 2012 Australia Certified in 2021 N/A N/A
the Brand 100 with a score of
employees 96.3/200
Sézane Between 200 2013 France Certified in N/A N/A
and 500 September 2021,
employees with a current
score of 82.6/200
66° North Between 200 1926 Iceland Certified in N/A N/A
and 500 January 2022,
employees with a score of
93.5/200
With Fewer than 50 2017 United Certified in June N/A N/A
Nothing employees Kingdom 2022, with a score
Underneath of 91.7/200
Ganni Between 200 2000 Denmark Certified in N/A N/A
and 500 September 2022,
employees with a score of
90.6/200
Dai Fewer than 50 2017 United Certified in N/A N/A
employees Kingdom October 2020,
with a score of
97.4/200
Finisterre 125 2003 United Certified in with a N/A N/A
employees Kingdom score of 93.2/200
Vestiaire 851 2009 France Certified in N/A N/A
Collective employees September
2021,current score
of 89.4/200
Wolf and 130 2010 United Certified in N/A N/A
Badger employees Kingdom February 2021,
current score of
81/200
Faguo Around 100 2009 France Certified in Raison d’étre Société a
employees February 2021, Faguo exists to engage our Mission
with a score of generation against climate
83.8/200 change
Le Slip Around 250 2012 France Certified in March Raison d’étre Société a
Francais employees 2022, with a score | Reinvent the textile industry Mission

of 82.4/200

by fabricating every product
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less than 250km from your

home
Aigle Around 600 1853 France Not a B Corp Raison d’étre Société a
employees Enabling everyone to fully mission

live their own experiences

without leaving any other

footprint than their own

Figure 45: Overview of B Corp certified or Société a Mission in the fashion industry

Out of the fifteen fashion corporations, eleven obtained their first B Corp certification in 2021
or after 2021, five are located in the United Kingdom, and six are located in France. Seven were
created after 2010 and employ less than 500 employees. The majority do not disclose a purpose
yet, and only two of the French corporations are both B Corp certified and Société a Mission.
We can hypothesize that the increasing interest in become B Corp certified for fashion brands,
and especially European fashion brands, depends on their size factor and date of creation: on
one hand, newer brands might look for a way to both strengthen and scale a business model
which at least partially integrated social and/or environmental factors since its inception.
Parallelly, other brands funded from the 19" century to mid-twentieth century might look for a
certification which will both communicate and assist their search in reforming a business model
which often did not integrate social and environmental factors from the start. The certification
process may also represent a stepping stone for brands looking to become benefit corporations
or entreprises a mission in the mid or long run, as well as to become part closed and close circle
run and coordinated by like-minded managers.

However, the certification process demands an access to information regarding the social and
environmental outcomes of activities throughout the value chain. In parallel to this redefinition
process, an increasing number of fashion brands are investing in traceability process in order to

systematically access, authenticate and manage environmental and social information.
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5.1.5 Globalization consequences: the central and evolutive issue of gaining

back control over value chains

In chapter 1.4, we highlighted the gradual interest in, and focus on, environmental outcomes
from the 1960s, and on social outcomes from the 1970s (Freudenburg, 1986), with a two-speed
dynamic. Within the fashion industry, the 1970s were thus both marked by a gradual
delocalization, a fragmentation due to the globalization process, and a renewed focus on
discussing and solving social and environmental issues. We thus hypothesize that those two
polarizing phenomenon — on one hand, loss of control due to supply chain fragmentation and
globalization, and on the other hand, a need for data to better allocate resources towards solving
social and environmental issues (Reynolds and al, 2018) created a fertile ground for the issues
the fashion industry and its decision-makers face today.

The fashion industry is an international and highly globalized industry, with often a gap from
country of production, manufacturing and retail, and a globalization (Ciarniene, 2014), which
makes it difficult to access and manage trustworthy information within supply chains and
creates the “potential for inefficient transactions (...) or simply a deterioration in supply chain
performance” (Hastig and Sodhi, 2020).

The fashion industry can be considered in terms of velocity, volatility, variety, complexity, and
dynamism (Ciarniené and Vienazindiené, 2014), uncertainty and unpredictability (Mustafid et
al, 2018). Supply chains today are considered extremely complex, with multiple echelons and
a geographical dispersion (Moretto, Macchion, 2022). With the rise of globalization, the fashion
industry has become a significant worldwide business based upon lengthy and geographically
fragmented value chains generating tremendous environmental and social impacts which are
now difficult to monitor due to extreme opacity. From the ending of World War I, globalization
rhymed with fragmentation as firms extended production and manufacturing to developing

markets in order to produce better cost efficiencies, for instance through foreign direct
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investment and outsourcing (Di Gregorio, 2009). As a labour-intensive industry, the fashion
industry is mostly comprised of companies aiming to keep the production cost low by sourcing
from manufacturers in countries offering a lower salary range (Colucci, 2020).

This lasting fragmentation has led fashion companies to be subject to risks such as late
deliveries, long lead times between returns and resending to customers, stock-out or over-stock
(Martino, 2015), as well as country-specific risks (Ivanov, 2018). Further, the costs currently
involved in verifying supply chains’ reliability and transparency further complicates supply
chain management (Choi, 2020) and created a gap which is to be filled by traceability solutions
providers.

From globalized and fragmented supply chains thus ensued a loss of control, and parallelly a
loss of efficiency, which leads practitioners within the industry towards the creation or
integration of traceability systems and solutions, for both product and processes. This loss of
control further creates a strategic and competitive reputational risk (Xiong et al, 2021) which
led to technological solutions within a more digital era in order to ensure supply chain visibility
and transparency. The necessity for traceability had already been documented in several
industries, including the agriculture sector (Sun and Wang, 2019), luxury (Choi, 2019) and
pharmaceutical products (Chen et al, 2019). It is worth mentioning that a great confusion exists
when it comes to “traceability” and “transparency” definitions and further clarification is
necessary to support common understanding and leverage their deployment in the specific
realm of fashion value chain sustainability (Riemens, 2023, Garcia-Torres, 2019). The United
Nations Economic Commission for Europe (UNECE) distinguishes traceability as the process
“by which enterprises track materials and products and the conditions in which they were
produced through the supply chain” and transparency as “the relevant information being made
available for all elements of the value chain in a harmonized way, which allows for common

understanding, accessibility, clarity and comparison”.
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Riemens et al (2023) presents three drivers towards traceability and transparency within the
fashion industry: (1) first and foremost, preventing reputational risks (recent risks included the
mobilizing of Uyghur forced labour, deforestation, or the obtention of high risk ratings), (2)
secondly increasing soft law and legal requirements, from guidance, due diligence
frameworks'’, towards harmonization at the EU level, (3) and thirdly, beyond preventing
adverse impact, the possibility to drive positive changes in fashion businesses, from enhanced
communication with business partners to supply chain resilience and optimization. Riemens et
al (2023) identified the three main limitations towards implementation traceability systems as
(1) inherent value chain complexities, for instance in terms of the multiplicity of suppliers and
the presence of intermediaries. This complexity is described in the professional and scientific
literatures (for instance UNECE, 2020) (2) Secondly, sustainability systems require substantial
investments in tools to authenticate information along globalized and complex value chains,
and (3) communication across organizations: given the lack of mobilized frameworks, the
passage from a communication at the organization level through a communication of businesses
actions and engagements evolved with the progressive focus on product analysis into a dual
communication at the organization level and at the product level, multiplying challenges for
organizations. Companies selectively choose what they disclose raising the issue of
comparability and greenwashing. In view of these challenges, several initiatives have been
developed to assist traceability within value chains, three of them identified by Riemens et al
(2023): (1) first an effort on criteria standardization and alignment through initiatives from
various companies (Kering’s EP&L, Chloé’s SP&L, FHCM group initiatives), (2) secondly
through multi-stakeholder collaborative initiatives: several experimentations have been

launched regarding the combination of platforms and physical markers, as well as initiatives

v European Parliament (2021). Corporate due diligence and corporate accountability. European Parliament resolution of 10 March 2021 with
recommendations to the Commission on corporate due diligence and corporate accountability, 2020/2129 (INL), 1-40.
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from the Comité Stratégique de Filiere (CSF) Mode et Luxe, in France initiating an

unprecedented number of pilots in order to test, define and select from traceability solutions the

ones which would fit the industry.

Traceability Drivers

Traceability Challenges

Industry initiatives

Preventing reputation risks

Inherent supply chains complexity

Effort for criteria hanmonization

Increasing legal requirements

Weed for substantial investments

Multiplication of solutions and initiatives

Possibality for optimizations

Communication across orgamizations

Figure 46, fashion industry drivers, challenges and initiatives, derived from Riemens, Asseman and Lemieux

(2023)

This multiplication of drivers and initiatives mark a clear need to improve traceability and

control in an harmonized way within the industry (Riemens, 2023).

In this way current focus and efforts from a selection of fashion brands are turned towards

redefining their business model to better integrate social and environmental practices (5.2),

while better accessing and managing their operational data (5.3). In the next and last subchapter

(5.4) we will analyse fashion brands’ published CSR goals in terms of scope, data and practices

control, and in terms of benefit or value creation orientation.

5.1.6 Analyzing CSR related objectives in terms of scope, management, and

link to benefit

In this last subchapter, from published resources regarding CSR goals from three main luxury

groups, we will provide a triple analysis: an analysis in terms of scope, data access and

management and link to benefit. We hypothesize that this analysis will provide a necessary

background for us to better understand the need emanating from fashion brands for impact
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measurement, assessment, visualization and management tools to accompany their redefinition,
CSR-related efforts and overall performance management efforts.

In this perspective, and in order to identify CSR-related priorities from fashion luxury groups,
we consulted their latest Sustainability Report and/or Materiality Matrix when available. From

there we listed the identified key objectives and focus areas (see, below, figure 47).

Fashion Luxury Group 1 Fashion Luxury Group 2 Fashion Luxury Group 3
Identified CSR objectives Identified CSR objectives Identified CSR objectives
Human rights and labour standards | Circular Strategy Respecting each one’s dignity and

Transparency & traceability of raw | Sustainable Finance individuality

materials Sustainability Tech & Innovation | Supporting employment of people
Conflicts materials Partnerships with disabilities

Biodiversity & deforestation Material Innovation Transmitting our world heritage’s
Protetcted species and animal | Training / training savoir-faire

welfare Initiatives & Climate Fund for | Contributing to the fight against
Hazardous chemicals Nature climate change

Water Reducing environmental impact Committing to a better society
Biodiversity & deforestation Reducing the group absolute | Making the circular economy
Customer expectations & | emissions in scopes 1 & 2 desirable

sustainable choice Use of renewable energy Refining traceability and engaging
Positive social & community | Regeneration everyone

impact Traceability Protecting biodiversity
Governance & ethics Biodiversity

Talent & Skills

Health, safety and well-being

Diversity, equity & inclusion

Stakeholder engagement

Product innovation, creativity &

quality

Circularity

Waste and resource efficiency

Sustainable finance

Data privacy & cybersecurity

Figure 47: key objectives and focus areas from three European luxury fashion groups
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We organized those objectives in terms of action scope, or utility scope: either as a strategy,
investment and innovation leverage (1), supply chain management action scope (2) or
operations action scope (3) (see, figure 48, below).

From this new organization in terms of action scope, we found (1) that strategic CSR priorities
identified by each group are traceability, circularity, resource efficiency, and sustainable
finance, which we hypothesize are highly dependent on data management. We further found
(2) that identified CSR priorities at the supply chain management level are either risk-mitigation
oriented (conflict materials, labour standards), protective or regenerative-oriented when it
comes to natural resources. Lastly, we found (3) that at the operational level (headquarters
management), identified CSR priorities are either related to the control of emissions or to
contributions to skills, well-being and diversity and inclusion.

In this way, we can hypothesize that priorities are highly dependent of their strategic or
operational orientation, scope, are in majority control-oriented (circularity, traceability,
sustainable finance, investment) when it comes to strategic goals, and either risk-mitigation-
oriented (reducing environmental footprints and social risks) or, at the opposite end of the
spectrum, value-creation oriented (training and skill development, regeneration) within supply

chain and operations.

Fashion Luxury Group 1

Fashion Luxury Group 2

Fashion Luxury Group 3

Strategy, Investments and

Product innovation, creativity

Circular Strategy

Refining traceability and

(Tier 1 to 4) management

standards
Transparency & traceability of
raw materials

Conflict Materials

Innovation & quality Sustainable Finance engaging everyone
Circularity Sustainability Tech & Making circular economy
Traceability Innovation Partnerships desirable
Waste and resource efficiency Traceability
Sustainable finance Initiatives & Climate Fund
Data privacy & cybersecurity
Supply chain Human rights and labour Material Innovation Protecting Biodiversity

Reducing the Environmental
Impact
Reducing the group absolute

emissions in scopes 1 & 2
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Biodiversity & Deforestation
Protected species and animal
welfare
Hazardous chemicals
Water

Biodiversity

Regeneration

Operations and
Headquarters (Tier 0)

Management

Governance & ethics
Talent & Skills
Health, safety and well-being
Diversity, equity & inclusion

Stakeholder engagement

Training
Reducing the Environmental
Impact
Reducing the group absolute

emissions in scopes 1 & 2

Committing to a better society
Respecting each one’s dignity
and individuality
Supporting employment of
people with disabilities
Transmitting our world
heritage’s savoir-faire
Contributing to the fight

against climate change

Figure 48: key objectives and focus areas from three European luxury fashion groups per action scope

In order to gain an insight into a possible alignment within the fashion industry when it comes
to CSR-related goals and objectives, we crossed all three lists in order to identify correlations
for each action scope (strategy, supply chain management, main operations and headquarters)
(see, figure 49, below). We identified three common CSR-related strategic focuses: on
circularity, sustainable finance and traceability, which all require extensive data access, control
and management. We further identified a focus on managing the impacts on biodiversity, and

at the headquarter level, a will to invest further in talent, training and skill development, as well

as ensuring a diverse and inclusive working environment for all direct employees.

Fashion Luxury Group 1

Fashion Luxury Group 2

Fashion Luxury Group 3

Strategy, Investments and

Circularity

Circular Strategy

Refining traceability and

Headquarters (Tier 0)

Management

Health, safety and well-being

Diversity, equity & inclusion

Innovation Sustainable finance Sustainable Finance engaging everyone
Traceability Traceability Making circular economy
desirable
Supply chain Biodiversity & Deforestation Biodiversity Protecting Biodiversity
(Tier 1 to 4) management
Operations and Talent & Skills Training Committing to a better society

Respecting each one’s dignity
and individuality
Supporting employment of
people with disabilities
Transmitting our world

heritage’s savoir-faire
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Figure 49: key CSR goals alignments between three of the main Luxury fashion groups, per action scope

Lastly, we classified the six identified common CSR-related objectives published by European
fashion groups (circularity, sustainable finance, traceability, biodiversity, training and skill
development, and diversity and inclusion) in terms of direct action or control scope (throughout
the value chain), type of data access and management, and link to benefit (see, figure 50, below).
We found that out of the six common objectives, the three strategic and innovation identified
(circularity, sustainable finance and traceability) shared a control and action scope which covers
the value chain, implies data access and control over both social and environmental data and
through implementation can provide a framework and a pre-requisite for value or benefit
analysis. We further found that all three operational goals (biodiversity protection, training and
diversity and inclusion) cover and require access to supply chain and operational data, either
environmental data (biodiversity) or human resources-related data (training, diversity and
inclusion). A correlation to benefit for all of those three objectives would depend on the levels

of access and visibility throughout supply chain, headquarters and retail.

Objective Action or Control Type of data access and Link to benefit
Scope management
Circularity Value Chain Social and Environmental data Pre-requisite
Framework
Sustainable Finance Value Chain Social and Environmental Pre-requisite
inputs and outputs Framework
Traceability Value Chain Social and Environmental data Pre-requisite
Framework
Biodiversity Operations and Supply Environmental data Access and Visibility
Chain
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Training, talent & Operations (and Supply HR data access and Access and Visibility
skill development Chain) management

Diversity& Operations (and Supply HR data access and Access and Visibility
Inclusion Chain) management

Figure 50: common luxury key CSR goals, analyzed in terms of action scope, data access and link to benefit

Throughout this analysis we aimed to better understand the luxury and fashion industry
common set priorities when it comes to CSR-related strategies and practices. We found that
both strategic and operational goals are highly dependent on data access and management. We
further found that all three common strategic goals (traceability, circularity, sustainable finance)
aim to provide efficient framework for social and environmental data computing, in order to
clarify perceived tradeoffs and clarify the efficiency and utility of decision-making.

In chapter 4 and 5, we strived to present an industrial context for the development of new social
and environmental performance assessment tools. In our eight chapter we highlighted the gap
in research and data management tools while assessing social as opposed to environmental
impact. In our ninth chapter we analyzed industry realities which shaped the development of a
SP&L by and for the fashion industry.

We found that the current redefinition of businesses as benefit corporations, fragmentation and
loss of data control as a heritage of globalization, and current common strategies such as
traceability, circularity and sustainable finance by the main luxury groups highlight the dual
demand for (1) social and environmental data access and (2) social and environmental data
control tools and systems.

All of these elements - heritage from utilitarianism, redefinition of businesses towards benefit-
based models, value distribution and decision-making utility amongst stakeholders, focus on
integrative accountability and strategies based on control — shaped the demand for tools

enabling CSR-related data access, control, translation and integration within existing systems.
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In this first part (1), we have focused on the key contextual and conceptual factors which shaped
the creation and development of the SP&L. In the second part (I1) of our research, we will focus
on analyzing the SP&L as business and data management tool, from sociological, genealogical,

and big data lenses.
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Part 11

The SP&L as a business, performance and data

management tool

In this second part, we will contextualize the development of the SP&L as a data management
tool, which assesses both performance factors and capacities, and aims to provide knowledge
to orient decision-making. In order to do so, we will first focus on characterizing business
management tools (chapter 6) using management paradoxes, genealogical and sociological
approaches, showcasing that the diffused performance data which informs strategic decision-
makers is situated, translated and tends to both provoke and increase power imbalance in-
between stakeholders. After providing analytical framework for management tools, we will
then analyze the data journey (integration, translation, use and diffusion) through management
tools (chapter 7), before focusing on the role of visualization tools in decision-making and in

valuation (chapter 8).
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6. Analyzing management tools from paradoxical,

sociological and genealogical perspectives

6.1 Defining a business management tool from a sociological
perspective, in a context of paradoxes management

Presenting a dossier on managerial paradoxes, with a focus on the perceived paradox between
competence management and performance management, Brulhart (2018) states that
management sciences now hold a withstanding and extensive tradition of research focused on
management tools (Berry, 1983, Hatchuel and Weil, 1992, Aggeri and Labatut, 2010, Chiapello
and Gilbert, 2013). Brulhart (2018) emphasizes the central role the research on management
tools has played in highlighting emergent, complex and non-linear dynamics which are often
now investigated through the concept of paradox.

Brulhart (2018) states that all management tools enable organizations to maintain an analytical
perspective on their own performance (Chiapello and Gilbert, 2013), through the conception
and continuous use of strategic, management or prospective dashboards (Kaplan and Norton,
1996) for example. These performance evaluation tools, often created to compute and showcase
financial indicators (margin, cash flow, profit, turnover) are now adapted and updated as
frameworks to integrate new dimensions linked to customer satisfaction, processes
optimization, and CSR (Brulhart, 2010). A first focus point is thus the adaptation of existing
performance frameworks to integrate new performance criteria due to the evolution of
organizations (for instance their redefinition as benefit corporations). Further, Brulhart (2018)
finds that the relation to skill (or competence) management through business management tools
is particularly complex due to the difficulty to directly link skill or competence to traditionally

assessed performance. Skill or competence frameworks (Jarnias and Oiry, 2013), skill
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development tools, tutoring and validation of acquired experience (VAE) all have an intrinsic
relationship with performance (of a team, of an organization etc). This connection however is
either considered indirect or explicit, limiting its use for strategic decision-making.

Analyzing managerial practices, Smith and Lewis (2011) made a significant contribution by
distinguishing four forms, or types, of paradoxes in organizations: learning paradoxes, identity
of belonging paradoxes, organizing paradoxes and performing paradoxes. A special issue by
Erez (2013) in Organization Studies on “Paradox, tensions and dualities of innovation and
change” underlines the topicality and the recurrence of this theme in management science
research. Beyond identifying managerial types however, Decision-making or collective action
must deal or strategically integrate bipolarities and tensions, however only few research works
have focused on management paradoxes in practice (in situ), or on the use of managerial
paradoxes concepts within managerial decision-making (Brulhart, 2018).

Based on our research work which included conceptualizing and mobilizing a social impact
business management tool (the SP&L) within a B Corp certified organization, we can provide
an interpretation of Smith and Lewis’ (2011) managerial paradoxes categories in order to
showcase first (see, figure 51, below) a dependency between the identified managerial
paradoxes, and secondly (see, figure 52, below), showcase the place and use of management

tools in this context.
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Identity or Belonging e

Strategic

Organizing Learning

Operational

Competence and Activity Performance Paradoxes -

Figure 51: Interpretation in situ of Smith and Lewis’ (2011) organizational paradoxes

According to our results presented in Part | of this document, in order to clarify, and perhaps
partially resolve, perceived managerial paradoxes, the very first paradox that needs to be
clarified is the “Identity or Belonging” paradox, through a strategic definition of what the
organization is (for instance, clarifying a purpose through the process of becoming a benefit
organization). The clarification or redefinition then might inform and clarify both organizing
and learning paradoxes, for both operations management and human resources management.
The clarification of paradoxes through new or updated operational or competence-based
objectives can in turn affect and influence the activity, individual and collective performance
which will be evaluated using performance tools to inform strategic decision-making, whether

in the form of trade-offs, pluri-criteria performance, or integrated performance.
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Identity or Belonging a
Strategic | |
Strategic definition or redefinition
) !
Organizing Learning
Rationalization Diffusion and acculturation
+ ¥
Operational
Competence and Activity Performance Paradoxes

Use of pluri-criteria or integrative performance management tools [

Figure 52: Interpretation in situ of Smith and Lewis’ (2011) organizational paradoxes, highlighting the place

performance management tools in the process

From this first interpretation, we propose three main processes in order to help clarify the
managerial paradoxes at each decision-making stage: first (1) a process of strategic definition
and redefinition to inform (2) activities through new activity rationalizations, and (3) diffusion
and acculturation processes, in link with strategic definitions. We then place performance
management tools at pivotal stages at every stage of decision-making: as training devices for
diffusion and acculturation processes within the organization, as rationalization tools for
activities, and as performance management tools, placed both at the end of the process,
analyzing the result of decision-making and organizational practices, and as the source of new
decision-making and organizational practices. We thus propose that organizational paradoxes
should be pragmatically considered through the analysis of two interconnected processes: a
strategic definition process, and decision-making processes in alignment with the former. We
further propose to clarify the pivotal place systematically taken by business management tools
in practice in this context and at every stage of decision-making and implementation processes:

translating organizational definition and culture through training, facilitating operational
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decision-making and processes, both informing decision-making and clarifying its results, in a
integrative way.

As analyzing the evolution of management tools appears increasingly fundamental to account
for the evolution in organizational dynamics (Brulhart, 2018), and to help clarify and defining
organizations’ (re)definition and decision-making process, we will analyze business

management tools both from genealogical lenses (2.2) and from sociological frameworks (2.3).

6.2 Analyzing the genealogy of business management tools

We will first focus on analyzing business management tools from a genealogical point of view,
aligned on Ghaffari (2013). Ghaffari proposes two main contributions for a genealogical
approach when it comes to analyzing management tools: first, as a an opportunity to analyze
the dialogue between intellectual traditions, and secondly, as the opportunity to analyze
management tools from a continuous process, in situ. In this way, the contributions of a
genealogical approach to management tools (Ghaffari, 2013) are first to provide an opportunity
to engage in a dialogue between the intellectual traditions which make it possible to understand
them (analyzing the intrinsic dialogue at the genesis of a business management tool), and
further, to consider the invention of management tools and their implementation “in continuity”
(analyzing the business management tool as a potential, activated or non-activated).

From this perspective, business management tools, resulting from social conventions, are
carried and modeled by socially situated practitioners or actors, and integrated into
organizational logics, meaning they are used, mobilized and involved in dynamics, alliances,
competitions, and that they intrinsically carry strategies and beliefs. A management tool can be

co-constructed and modelled by groups with antagonistic roles and goals (Ghaffari, 2013) and

can be analyzed as an actionable potential within the organization in which it is developed and

168 | 365



placed (Boussard, 2001). As an actionable potential (Boussard, 2001), it can be invested, or not,
be challenged or not (Rot, 2005).

Ghaffari (2013) outlines that management tools are subject to at least three postures: (1)
theoricians-practicioners, ultimately seeking to optimize work rationalizing and associated
practices, (2) social science researchers creating counter-discourses and highlighting
managerial derives, and (3) the auditing of working conditions (social auditing throughout
operations and supply chains).

These postures providea specific analytical framework to approach business management tools
as objects. Ghaffari (2013) highlights three main analytical frameworks. The first one (1), often
mobilized by practitioners, aims to question the uses and appropriation by various stakeholders
of the management tools deployed within organizations, the second one (2) analyses the socio-
technical process of creating new standards, and the third one (3) focuses on industrial
rationalization. We propose to re-arrange these analytical frameworks in alignment with
organizational processes (focus on standard creation, industrial rationalization, and uses) (see,

figure 53, below).

Focus on Standard Creation Focus. on Ipdu;mal Focus on Uses
Rationalization
Analysis of the tool being
) Focus on the origins Analyzing the successive
built and on the main
through a restitution of the stages of development and
concepts and principles . ) o o
implementation process mobilization conditions
behind its creation

Analysis of the management tool continuity from genesis to use
considering the tool as potential to be activated

__________________________________________________________________________________________

Figure 53: three main analytical frameworks, derived from Ghaffari (2013)
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The genealogical approach can provide a basis to analyze three stages in coherence with each
other: the intrinsic rationale, the industrial implementation and the use. Focusing on the intrinsic
rationale can provide a critical perspective on a management tool as a possible coercive force,
implementing and normalizing (unregulated) standards. Focusing on the industrial
rationalization and on the implementation process can provide a visibility on both stakeholder
coverage and implementation efficiency. Lastly focusing on uses can provide visibility on
mobilization efficiency. Viewing the tool as an (un)activated potential (Boussard, 2001), a
genealogical approach to management tools could provide an overall efficiency analysis for the
tool, considering its rationale, implementation process, use by stakeholders and for decision-
making. This would mean thinking of both uses and appropriation for management tools being
deployed within organizations.

In the context of a genealogical approach, what would it mean for researchers focusing on
management tool to evacuate or omit contextualization or genealogy? We will now analyze the
standard creation stage (analysis of the tool being built) and its inner sequence (Ghaffari, 2013)
to get a better grasp of the consequences of omitting the genesis factor. Quantitative
management tools are meant to make heterogeneous situations comparable, based on the
perceived stability of their indicators. Sociologists invite us to consider management tools as a
topic of discussion, in order to “open the black box of their elaboration” (Ghaffari, 2013). By
doing so, researchers and sociologist develop an interest and focus in the instrument or tool
being made, and in its integration within socio-technical systems, associating actors, techniques
and interactions around the quantification of value (Ghaffari, 2013), whether it is in order to
report the value of a company or an activity (Vatin, 2009). In that way, concepts of translation
and socio-technical networks (Akrich, 2006) prove instrumental in the analysis of management
tool and of their genesis. Ghaffari (2013) thus states that analyzing the genesis of a tool, means

analyzing, first 1) the selection of a social reality which enabled the creation of tool and
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informed its development, secondly 2) the tool(s) used to translate a social reality into a
language shared by entities enrolled in the process, and 3) thirdly, networks to generalize this
new measurement convention and integrate the results in procedures. From this analysis, the
importance of a social reality to be translated, and of the management tool as a form of translator
appear instrumental to analyze the increasing use of performance indicators within
organizations. Desrosiére (1993) showed that the construction of a political space necessitates
a “conventional space of equivalence” providing not only a measurement methodology but also
highlighting the selection of social realities which could and should be measured. This form of
“relevant language” and manufactured language can then be generalized and dissemated
(Boltanski, Thévenaot, 1991).

This three stages deconstruction suggested by Ghaffari (2013) enables in theory to gain insights
into the way a social reality can be “problematized” according to a series of points of views
from stakeholders, and enables to see how this reality is “framed” through the choice of
indicators as translation of social realities. Ghaffari (2013) hypothesizes that this framework
enable better insights into both the stakeholders and into the roles they play, and in this way to
sequence activities, results and stakeholders to form a coherent analysis of the management
tool. We derived three essential stages to analyze standard creation from management tools: (1)
contextual overview and problematization, (2) translation into performance language and (3)

language diffusion (see, figure 54, below)
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Figure 54: standard creation in three focuses, derived from Ghaffari (2013)

However, Ghaffari (2013) notes that progressively, genesis conditions, or in our chosen terms
contextual analysis and problematization, tend to be omitted when considering quantification
instruments and the performance results they provide for organizations. Ghaffari hypothesizes
that this “amnesia” increases circulation and diffusion of performance results which tend to
reinforce the version of reality that they translate and to diffuse the results and language without
providing the necessary contextual problematization. A same management tool and
performance language can be thus used for very different projects and goals, and this possible
displacement shows, for Ghaffari, the importance of contextual analysis.

Besides analyzing its intrinsic potential as a tool, Ghaffari (2013) thus states that a genealogy
of business management tools could prove to become instrumental in analyzing the coercive

potential of management tools (Chiapello, Gilbert, 2012, Metzger and Cleach, 2004).
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6.3 A social analysis of business management tools

Analyzing the literature on sociology of management tools, Ghaffari (2013) underlines the lack
of focus on the historical dimension for the tools, and identifies a series of initial stages for
research dedicated to the sociology of management tools, detailing three main approaches. First,
from 1980 to 1990 a focus on identifying the tools in connection with the development of
computer techniques, forms of globalization (Maugeri, 2003, Terssac, Bazet, 2007) and
standardization tools (Gadrey, 1996, Segrestin, 1997) while the tradition and sociology of
financial and accounting tools are still neglected (Chiapello, Ramirez, 2004). Secondly, a set of
research work was inspired by anthropology, with a reflexive analysis on the appropriation and
diffusion of the instruments of rationalization (Flamand, 2002, Both, 2006, Muller, 2008),
including a focus on effects of attraction or repulsion towards management tools, or inequalities
as an effect of the implementation or diffusion of management tools (Villette, 1976, Pinto, 1987,
Dassa, Maillard, 1996, Monchatre, 2011). Thirdly, a set of research works focus on
rationalization professionals and practitioners, whether engineers (Thine 2007), graphologists
(Marchel, 2005), coaches, but also employees (Stewart, 2006) focusing on the role of scientific
and technical legitimacy, and on the mechanisms of appropriation of management tools. Parvis
(2003) examines the continuum of positions ranging from practitioners to academics, with

intermediate positions of expertise and action research (see, figure 55, below)
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Figure 55: Main sociology perspectives on management tools before 2013, from Ghaffari (2013)

In 2013, Chiapello and Gilbert presented a synthesis of the research work on management tools
with a sociology perspective. They provided an analysis mobilizing multiple fields of research
(sociology, political science, social psychology and management science). In this perspective,
the notion of what a management tool is, is questioned, examined regarding its own materiality.
Management tools’ materialities are distinguishable according to their functional area of
intervention, according to their expected results, or according to the use made of the them
(Chiapello, Gilbert, 2013). Chiapello and Gilbert’s work aimed not to list the existing
management tools but to question why companies mobilize management tool, and what their
impacts are on employees.

Describing management tools as non-neutral technical instruments, impacted by their own
development and use contexts, Chiapello and Gilbert (2013) outline their historic affiliation
with bureaucratic action through the setting of formal rules and the expectation of predictability,
and establish a correlation of their development take off with the arrival of new information
and communication technologies. Chiapello and Gilbert (2013) highlight the capacity of the

tools to harmonize and homogenize practices, as well as to make the border between public and
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private porous. Chiapello and Gilbert (2013) further associate the use of management through
performance and using performance assessment tools with the use of tools which may
contribute to better transparency and visibility in order to facilitate action, including State
action.

After detailing progressive management instrumentalization (going back to Winslow Taylor
and Henri Fayol’s defining work on organizational theory and traditional approaches to
management tools), and describing the spectrum of reaction provoked by the increasing use of
management tools, with on one hand an associated “technophile euphoria”, and on the other
hand a feeling of oppression, Chiapello and Gilbert (2013) provide a social analysis of
management tools, from a literature review, and focused on three theorical and critical
frameworks. First (1) critical studies in which researchers consider that management tools are
domination levers in order to exploit or dominate workers. Those criticism involve a critique
of technicism, the evacuation of subjectivity, and a cult of transparency which can lead in the
long run to harmful effects (Clot, Dejours). Secondly, (2) critical work which assimilate
management tools to vectors of dehumanization and alienation, including work which
assimilate management techniques to manipulation (Aubert, De Gaulejac). Thirdly (3),
institutionalist studies focusing on the role played by institutions in the development of
management tools. Neo-institutionalist approaches are based on studies relying on the
interactions between management tools and actors which led to three theories: (1) the actor-
network theory (Callon, Latour, Akrich) in which researchers are interested in the role
management tools play in organizations and in the way they operate, (2) the tool as a language,
with a focus on organizations’ communicational dimension, and on the simultaneity of
management tool and language efficiency (Borzeix, Fraenkel), and (3) the theory of the

strategic actor (Crozier, Friedberg) in which behaviors result from the strategic intentions of
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social actors, and in which both individual strategies and action regulation hold a specific
significance.

Chiapello and Gilbert (2013) further present contributions by researchers, for instance Corinne
Eyraud’s work on public action’s measurement through sets of indicators, in which Eyraud
examines the measurement of public actions set up within the framework of organic law in
relation to finance laws. In this, Eyraud describes quantification processes as the product of a
balance of power between ministerial administrations, and underlines how much of the
construction of quantified information can contribute to inform and orient public action, for
instance through subordinating means allocation to the institution’s performance. Throughout
their work, Chiapello and Gilbert provide a comprehensive, systematic and critical overview of
mechanisms of power created by and through the creation and implementation of management

tools, with a focus on a plurality of stakeholders (see, figure, 56).

Management tools as Management tools as L
. T = o Neo-institutional
domination levers towards vectors of dehumanization .
i A perspective
workers or alienation
Evacuation of the
subjectivity for workers Dehumanization, alienation Actor-network
and manipulation of
Cult of transparency stakeholders through Tool as a language
management tools Strategic actor
Critique of technicism
The use of management tools create an imbalance of power for Strategic work for
stakeholders, with a specific risk for workers stakeholders

Figure 56: Social analysis of management tools, adapted from Chiapello and Gilbert (2013)

The literatures reviews from Ghaffari (2013) and Chiapello and Gilbert (2013) focused on

complementary sociological perspectives on business management tools. On one hand, through
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their perspective on the existing literature review on the sociology of management tools,
Ghaffari et al (2013) highlighted both the importance of the appropriation (mobilization) of the
management tools and on the diffusion of their performance language (diffusion). One the other
hand, the literature review from Chiapello and Gilbert showcased the importance of
understanding both the stakeholder influence and power imbalance provoked and enhanced by
the creation, integration, mobilization of business management tools, and by the diffusion of
their languages.

In this chapter we analyzed management tools through their central role in interpreting and
managing apparent paradoxes (4.1), the importance of establishing and analyzing their
genealogy (4.2) and of analyzing them mobilizing a social perspective (4.3).

In both Ghaffari’s and Chiapello and Gilbert’s analysis, we could observe that there are two
common criteria to take into account while analyzing management tools: one (1) that every data
and result emitted and computed is not neutral but entirely situated, and two (2) translated in a
performance language which is then largely diffused. In the next chapter, we thus will analyze
the genealogy and the continuous computing process of information (or data) as it is assessed

through a management tool and diffused between stakeholders.
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7. Analyzing data journeys and data processing systems

In this chapter we will focus on the way data is assessed and processed through management
tools. In that way, we will first focus on characterizing data and will focus on the concept of
data journey (7.1) developed by Leonelli (2020) to question data mobility and interoperability
across data management systems, before focusing on the creation, development and increasing
use of data analytics and processing systems (7.2) in order to have insights on both the system

and data approaches in modern performance management tools.

7.1 Characterizing data mobility, plasticity and journey

“The naive fantasy that data have an immediate relation to the phenomena of the world, that
they are objective in some strong, ontological, sense of that term, that they are the facts of the
world directly speaking to us, should be finally laid to rest”: writing about data journeys in
sciences, and aligned on findings from sociological perspective on management tools, Leonelli

(2020) finds that even where data is assumed to be “relatively homogeneous”, there can be a
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variation in data practices, and cases of depending on methodologies and tools mobilized to
generate data.

Leonelli (2020)’s data journey metaphor helps questioning practices of management and data
processing, and data variation across “stages of travel”. She defines data journeys as
“designating the movement of data from their production site to many other sites in which they
are processed, mobilized and re-purposed.” Through her volume on data journeys, Leonelli
particularly evokes the challenges in obtaining information from data: if one can count and
measure any number of things, the difficulty is knowing what the right element to analyze is
that will serve both cognitive and practical purpose for organizations and stakeholders. Through
her analysis, Leonelli (2020) thus questions (1) which types of data processing exist and (2)
how they evolve depending on different inquiries.

This analysis from Leonelli is particularly marked the increasing emphasis placed by both the
public and the private sector on the production, management and communication of “open” or
“big” data. Leonelli finds that there are two premises to big data: first, (1) mobility, secondly
(2) interoperability. Mobility, as the value of data as prospective evidence increases the more it
travels across sites, facilitating its use by diverse stakeholders and industries. Interoperable, as
through linkage techniques and tools data becomes part of a data aggregate functioning as
empirical platforms to power machine learning and explore new correlations.

However, those premises heavily depend on the conditions for data movement, as well as on
the ways data mobility and interoperability can be achieved. Leonelli finds that data movement
is intrinsically linked to its latin eptymology (“datum” or “that which is given”) and defines
data as “mobile entities” by definition: for any object to be defined as data, it requires to be
portable. Latour (1999) in a seminal discussion regarding data production and circulation found
that, while data are intrinsically portable and defined by their portability, their epistemic power

is derived from a form of immutability. In other words, for Latour (1999), the power of data is
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derived from their capacity to appear stable and taken as stable over time, or as Leonelli
describes it “data are static products of one-0ff interactions between investigations and the parts
of the world under investigation”: while phenomena change over time, what is documented
remains fixed, stable. Leonelli argues that an evolution from this analysis might reside in the
fact that another source of “soft power” when it comes to data today is the evidence of their
mutability potential (“the multiple ways in which they are transformed and modified to fit
different uses as they travel across space, time and social situations (...) in order to serve their
evidential function.”). There thus appears to be a paradox working in the favor of quantifiable
data: while defined by its mobility, it projects the illusion or immutability, yet still appears to
be transformable and portable at will depending on the intended use.

Further, data quality is also heavily linked to its origin, or “lineage”, especially as industries
increasingly seek to implement traceability solutions to ensure the quality of their data as well
as to mitigate any external communication risk. Morgan (2010) named data “mutable mobiles”,
as the more data “travels” the more it shapeshifts in order to better suit circumstances and new
goals while providing its own track record. Data lineage in that way depends on (1) the capacity
to retain integrity while being adapted, processed and transferred and (2) remaining identifiable
from processing to processing.

Overall, Leonelli identified four stages for a data journey, as well as six associated challenges.
The four identified data journey stages are (1) origins (data collection, preparation and
reporting), (2) clustering (data ordering and visualization), (3) sharing (data access,
dissemination and quality assessment) and (4) data interpretation (data transformation, analysis
and re-use). Leonelli identifies locations, narrative multiplication, use in detailed and specific
case studies and attention to reflexivity as three of the main challenges associated with data
journeys. While as Latour (1999) discussed a perceived value for data was attached, and is still

partly attached to its perceived communicable stability and capacity to constitute an absolute
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value, the increasing value (interoperability, mobility) associated technically to data flexibility
and adaptability in a wide range of context and through a wide range of management system
also weakens its perceived and communicable “absolute value”. In other words, we can
hypothesize that data’s intrinsic technical abilities and more valued today compared to
communication potential (or perceived stability as an intrinsic quality) — however, the question
of trust in data lineage is dealt with by organization through system innovation (traceability),
making system interoperability not only more complex, costly but also entirely necessary (see,

figure 57, below)

e External Perceived
Intrinsic Data Value

Data Value
Latour (1999) Mobility and plasticity Absolute
as an intrinsic quality in communication

Verifiable in
Mobility and plasticity communication
as an intrinsic quality through traceability
processes

With open data and big data

Figure 57: Intrinsic and external data value evolution

7.2 Characterizing data processes and evolutions in information
processing

This shift from value placed in data being an absolute value, towards value placed in data as an
entity with plasticity (5.1) which can be used and re-used (Leonelli, 2020) has created the
necessity for the implementation of big data systems and for risk mitigation processes, in order
to ensure data credibility. In this second subchapter we focus on data risk mitigation processes
which are meant to increase data credibility at the interpretation and communication stages, and
on big data analytics processes put into place to convey data and performance information

towards stakeholders.
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Access and data processing are deemed key to assess performance and efficiency during
production processes. Manufacturers traditionally use a range of software and automation
systems in order to increase both productivity and efficiency. However, those systems do not
allow manufacturers to perceive and react to the real-time changes in data and associated
practices (Cui, 2020). In order to enable real-time access and visibility within the supply or
value chain, 10T (data-accessing and data-processing technologies on the cyberspace which
enable the perception of real-time changes in physical space with sensory tools) and CPS (cyber
physical systems, physical and engineered systems which are monitored, controlled and
integrated) have been increasingly used as foundations to develop a series of solutions, such as
digital threads (which integrate disparate systems over the product lifecycle, thus product
lifecycle-focused), and value chain digital twins (building up a real-time relationship between
the physical space and the cyberspace in manufacturing, thus value chain-focused) (see, below,

figure 58)

IoT — Internet of Things
Foundation

CPS — cyber physical systems

Product Lifecycle Focus Walue Chain Focus
Ohbject / Focus
Digital Thread Digital Twin

Figure 58: Big data system pre-requisites and perimeter focus

The main fertile ground for research when it comes to real time visibility and digital supply or
value chain twins was linked, from 2019 to 2021, to risks related to the pandemic, health supply
systems and vulnerabilities in sourcing. lvanov (2021) theorized that the notion of and
applications for digital supply chain twins (which they define as a computerized model that

represents network states in real time) are a combination of model-based and data-driven
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approaches which aim to uncover the interrelations of risk, disruption modeling and
performance assessment. The use of digital supply chain twins increased amid the COVID-19
pandemic and post-pandemic recoveries to ensure visibility over mapping supply networks.
Lechler (2019) researched real-time visibility over supply chain management in particularly
volatile, uncertain, complex and ambiguous (VUCA) business conditions. Real time data
processes were in that case put into place with the premise that data processing could be
“perfectly mastered” in order to reduce uncertainty, a premise that Lechler found to be flawed.
Beyond pandemic and post-pandemic risk mitigation, there is an extended recent literature
regarding the use data sets and data processing tools in order to encourage informed decision-
making tackling health issues. Galetsi (2019) for instance reviewed 804 publications related to
big data analytics, defined by Chen (2012) as techniques, technologies, systems, practices,
methodologies and applications which analyze a vast amount of data to help an organization
better understand its business, market and make timely decisions, in the health sector. This
research work was conducted in order to identify the organizational and social value related to
the creation and integration of big data systems, in a data intensive industry. They found that
the main value derived from the implementation of big data systems is the capacity to provide
personalized health services to user and to support decision-making using algorithms,
specifically through the use of machine learning (Gruebner, 2017) and visualization (Chen and
Zhang, 2014) propositions and means. They further found that the use of big data analytics
methods and techniques, which could lead to optimization, forecasting, simulations, were of
“paramount importance” to formulate recommendations and insights to policy-makers
(Doumpos and Zopounidis, 2016). Galetsi (2019) finds that big data analysis could prove
beneficial to a diversity of stakeholders (patients, providers, researchers, companies,
government). However, they also find that all of these stakeholders might gave different

expectations for the evolution of healthcare data analytics. Sousa (2019) further addressed the
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utility of big data analytics for people management within healthcare organizations, in
efficiency terms and finds that the use of predictive model and real-time analytics can assist in
the collection, management, and integration of data in healthcare organizations and create a
basis for efficient decision-making. Lastly, Chen (2020) addressed the organizational barriers
preventing medical institutions from implementing big data systems, and mobilizing Sheth &
Ram (1987) innovation resistance theory.

Beyond risk mitigation overall, hence, they are a series of key drivers of big data ecosystems
in manufacturing: for instance, system integration, data, prediction, sustainability, resource
sharing and hardware (Cui, 2020). The creation and implementation of big data ecosystem
could thus not only participate to risk mitigation, but also help control activity and practices,
facilitate communication and enable predictions. Those data systems, duplicating, adapting and
interpreting existing manufacturing structures are meant to create an easier and more reliable
access to activity data.

Those processes naturally create overlap in functions and in processes. In that way, Cui (2020)
finds that the same requirements from manufacturing were adapted in big data ecosystems,
namely are data ingestion, storage, computing, analytics, visualization, management, workflow,
infrastructure and security. On the other and, Cui (2020) also finds that challenges associated
with the 5Vs of big data (Volume, Velocity, Variety, Veracity and Value) are found in
manufacturing processes. The initial Vs were coined by Gartner to design volume (vast amounts
of data), velocity (fast data streams) and variety (content heterogeneity), to which Schroek
added the “V” related to the uncertainty of data, or veracity, and Demchenko identified a fifth
V so crucial for organizations, value, in order to design the added-value that the collected data
can bring to an intended process, activity or predictive analysis. Cui (2020) thus finds that issues

of velocity, variety and veracity can come from the fact that a same type of data can come from
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different devices, with various sample frequencies, precisions, formats, leading to

inconsistencies in data and difficulties in gaining credible insights.

5 Data Intrinsic Qualities

Velocity Volume Variety Veracity Value

8 Manufacturing Data Requirement

Ingestion Storage Computing Analytics Visualization
Workflow Infrastructure Security
Data Use
(Supply) Risk ) ) Communication
Mitigation Input Control Output Control Prospective Control

Figure 59: Data qualities, process requirements and related uses

Paik (2019), while focusing on blockchain solutions, however finds to increase data credibility
there needs to be a control over what data is stored and manipulated, and how data is stored and
manipulated, in order to ultimately determine the degree of utility, performance and cost of
implementing data-driven and efficiency-driven solutions. In that way, Paik finds that while
blockchains for instance can help enhance the quality of data by providing a “transparent,
immutable and consistent data score”, the implementation of the technology can create further
data management challenges. In order to verify data credibility, Paik proposes a series of
criteria, including assessing data consistency, traceability, availability, compliance,
confidentiality and credibility. In turn, they propose that technologies such as blockchain should
provide transparency, immutability, consistency, equal rights and availability (see, figure 60,

below)
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Figure 60: Data credibility requirements, for both data assessment and data processing system, aligned on
Paik’s proposition (2019)

In that way, we can hypothesize data processing systems, ever increasing in complexity,
sophistication and applications, when complying with a series of pre-requisites (transparency,
immutability, consistency, equal access & rights, availability) offer the possibility for data to
be used at full or growing capacity (volume, velocity, variety) but does not resolve the issue of
lineage, which provides both veracity and, eventually, value to its end use. As data is not neutral
but heavily situated, the capacity to use and re-use (Leonelli, 2020) data through
complementary data processing systems does not mitigate but on the contrary ever increases
the risk of using and sharing a biased information to facilitate decision-making or
communication, ending in the possible counter-productive use of a sophisticated data system.
In this way, the vast use and re-use of common datasets, through facilitating processes, could

parallelly create more analytical risks, creating increasing risks for stakeholders.
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8.Visualization, Decision-Making and Value Creation

In this chapter we will focus on the mobilization of visualization as a feature to guide decision-
making (8.1), and on the factors associated with big data system and management tools’ value

creation (8.2).

8.1 Analysis of data visualization features to facilitate and support
decision-making

In the previous chapter, we highlighted the challenge of data systems to provide a form of
consistency, or results immutability, upon which decision-making could be based. In that way,
visualization could be playing an instrumental part in aiding decision-making as it holds the
“power to stabilize data patters” (Leonelli, 2020) to enable interpretations. Jin (2022) , aligned
on a definition by Spence (2001), defines visualization as a visual art technique used to create
graphical representations of information to support communication and exploration. In their
commentary on “Visualization in Operations Management Research” by Basole (2021), Jin et
al (2022) describe the way users interact with visualization systems when it comes to data
exploration, analytics interpretation, information integration leading to new hypothesis
generation and testing, as well as to knowledge automation. Visualization can be used to define
problem scopes and reduce workload in perception, cognition, and insight generation (\VVan Der
Aalst, 2016). It is also meant to improve effectiveness and efficiency through interface design
and the showcasing of modalities and selected information (Bowman, 2012) catering specific
contexts and user individual characteristics (Chen, 2021).

With the loT developments, visualization can be deemed as critical and instrumental to big data
systems, as it creates both an outcome and a validation process for complex and interconnected

networks (Jin, 2022). Further, current visualization (for instance, dashboarding) might
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constitute a first step towards the creation of cognitive-based visualization system with
predictability features Generated insights which are modeled, interpreted, and which could be
augmented using artificial intelligence models, could become a norm in aiding decision-making
(Jin, 2022).

Jin (2022) however states that the main challenges are embedded in the risk of misusing
visualization. For instance, misrepresentation by omission, or misrepresentation by inclusion
constitute significant risk or misinterpretation which could lead to flawed decision-making and
counter-productive direct and indirect impacts on stakeholders. Czigler (2007) calls this
phenomenon “visual mismatch negativity”, which could be defined (Jin, 2022) as a mismatch
of the information and the visual representation. The usual structure (Scheniderman, 1996) used
for visualization tools in order to guide decision-making “overview first, zoom and filter, then
details-on-demand” can also be intrinsically flawed and create a bias or a selective process
which could lead to flawed interpretation and decision-making.

Further, Corell (2019), working on the ethical dimensions of visualization research, while
stating that visualization have a significant influence on how data are used to make decisions,
shows that there is not set or systematic connection between visualization production and
ethical criteria. Corell and al thus ask what obligations do scientists and engineers have when
producing visualizations and visual analytics? They provide a first answer, in the form of a
schematization, which associates systematically human-centered computing to security and
privacy features. This first proposal by Correll (2019) could possibly benefit from specifying
stakeholders, as the notion of data-privacy is for now heavily user-centric: however, in
operations management, at least five stakeholders’ categories (workers, value chain partners,
consumers, local communities, society) are possibly involved in the activity process, or

production process. It would thus be interested to explore and develop further an impact-
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framework which would present risks for an extended selection of stakeholders rather than

focusing end-users only (see, figure 61, below).
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Figure 61: Ethical risks associated with performance visualization, per stakeholder category

In the figure 61 above, we extended the ethical analysis for the use of visualization to six
stakeholders (following recommendations from UNEP/LCA Alliance when it comes to
stakeholders considered in social lifecycle analysis): value chain partners, local communities,
workers, society, consumers, to which we associated operations or headquarters. We analyzed
a series of ethical issues, including data privacy risks, potential for risk mitigation through
decision-making aid, and potential adverse and counter-productive effects on stakeholders
through decision-making aid mobilizing a visualization tool. For each of these three categories
of potential effects, we associated categories of stakeholders. We found that, beyond users,
operations, value chain partners, and workers are most of the time at risk when it comes to
either data privacy risks, or adverse or counter-productive effects due to information mismatch
using visualization tools. This effort was preliminary and would benefit from a detailed
analysis, either through a specific case study or mobilizing specific visualization or dashboard

expertise.
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Despite those limitations and risks, the value and increasing use of visualization as an interface
to guide decision-making can be witnessed (yet again) first and foremost in health management,
and in a derivative way, in the solutions developed to better manage the pandemic and post-
pandemic stages. Crisan (2022) documented the unprecedented volume and variety of data
which have been produced to both analyze and monitor the evolutions during the pandemic,
referring to a form of “data deluge”. This helped explain the increasing use of data visualization,
specifically of dashboarding tools as a core component of policy-makers and health specialists
to distill and communicate information, and thus prevent community spread. In the health
industry, Crisan (2022) underlines the use of dashboarding tools for therapeutic decision aids,
policy-making and infectious management, with efforts focusing primarily on communicating
individual risk metrics for the general public. Dashboarding tools create not only the possibility
to display data in a glanceable and efficient way, but also provide channels for further
engagement and deeper exposition to a specific topic or indicators. Further, Li (2022) explored
the link between visualization and resilience management in the context of the pandemic and
post pandemic, first by showcasing the vast interest in managing supply chain resilience in the
post-COVID-19 era with a number of articles on the topic totaling 2,278 on the Web of Science
over the study period. Li (2022) (explored the intrinsic and instrumental role played by
visualization tools in managing efficiently a supply chain post-pandemic, namely in a capacity
to help return activities to business as usual, and supply chain to their “starting conditions”. Jin
(2022)’s research on visualization in operations management research, and commentary on the
initial article by Basole (2021) on the topic, is based on the exploration of large hospital dataset
management through the use of interactive visualization to enable better data interpretation and
risk mitigation.

Visualization tools, such as dashboarding tools, are deemed instrumental in providing insights

for decision-making, but also in value creation processes associated with big data knowledge.
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In that way they constitute a crucial articulation through their visual translation and presentation
features, between raw data collection and strategic knowledge creation. In the next sub-chapter
(6.2) we will focus on the correlation between data insights, knowledge, control and value -

creation through the use of data management tools.

8.2 Value creation from big data analysis frameworks and data
management tools

Kaufmann (2019 states that data projects, if technologically driven, are often considered
expensive and inefficient from a managerial perspective: existing big data reference models are
mostly managed as either technological or business-oriented in nature, as it can appear unclear
from a business perspective how to mobilize existing data resources, systems, analytics results
and visualizations. As opposed to the “technological perspective”, Kaufmann (2019) finds that
the “management perspective” of big data essentially focuses on questions related to value
creation. In that way, often in managerial perspectives, value creation from big data analysis
and visualization are linked to their capacity to aid decision-making by providing or
highlighting forms of knowledge, thus on indirectly creating financial value to organizations
investing in data management systems.

In that way, Davenport (2013) states that “Data analysis are most used to add value by enabling
managers to make better internal decisions. The new strategic focus on delivering value to
customers has profound implications for where analytics functions sit in organizations and what
they must do to succeed”. Decision support is the most visible part of data-driven value creation
processes; however, Kaufmann (2019) hypothesizes that it is far from the only relevant one.
Another direct value creation potential from managing big data, in the words of Kaufmann, and
derived from Davenport and Dyché, the capacity to feedforwards analytics results as the

primary value from big data does not come from data in its raw form but from processed and
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analyzed data, as well as insights, products and services emerging from its processing and
analysis. Kaufman names this feedforward and marketable process “data effectuation”. In a
same perspective, Demchenko (2013) emphasizes that the efficient management of big data
should not be an end in itself but should strive to create value for business ecosystems and
stakeholders.

Kaufman (2019) provides two main frameworks which seek clarify the ways in which big data
management can provide value. First example quoted by Kaufman, the OECD published a
model consisting of a cycle of five connected steps, each connecting input and output
iteratively: (1) datafication, (2) big data, (3) data analytics, (4) knowledge base and (5) decision-
making. The OECD model describes value added for both growth and well-being as the result
of enhanced decision-making supposed by big data frameworks. In this perspective, value
creation is directly linked to a capacity to provide knowledge and support decision-making. The
second example provided by Kaufmann is the NSIT Big Data Public Working Group, that gas
defined a form of data life cycle model. This specific process is composed of four steps: (1)
collection, (2) preparation, (3) analysis and (4) action (which involves processes which mobilize
synthesized knowledge in order to generate value). In the NIST big data reference architecture,
access to consumer data present the most value.

Kaufman (2019) presents three main drawbacks to those value creation models for big data
management frameworks. First (1) a limitation in that decision support is in this model the sole
way of creation value from data processing (the possibility to feedforward and market data is
named “data effectuation” by Kaufmann). Secondly (2) knowledge bases go beyond being the
result of data analytics and guiding decision-making, and should be considered as a “data
intelligence” cross-section function. Thirdly (3), the correlation (or “data interaction”) between

knowledge base and efficient decision-making has not been effectively proven.
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Kaufman (2019) hence aims to provide a model for big data management value creation based
on the possibility to market analytics, or generated knowledge, (data effectuation) rather than
sharing and valuing raw data. They propose to manage big data as an auto-maintained and
evolutive cognitive system, or in their own words “a frame of reference for creating value from
big data which is closely linked to knowledge emergence from data analysis, according to the
theory of emergent knowledge”.

Doing so, Kaufmann (2019) mobilizes the work of sociologist Niklas Luhmann on cognitive
systems, by articulating business intelligence and data selection as a catalyst for organizational
knowledge. From this perspective business intelligence, in Kaufmann’s words, “can be seen as
a socio-technical cognitive system” (see, figure 62, below). The value question is then how to
encourage the emergence of knowledge, and consequently the emergence of value for

organizations through the data management systems and efforts.

Business Intelligence * Data collection - Business Environment
Data Analytics Market
. Data Inter.acuon . . Data effectuation * New business products
(Efficiency correlation verification)

Figure 62: Interpretation of Kaufinann’s proposition of business intelligence as a socio-technical cognitive

system with a simplified articulation between data stages

In this analysis, managing extensive amounts of data to optimize all aspects value chains by
creating a strategic interaction between operations (business) and data systems (technology),
means effectively producing value through the translation of raw data into data intelligence —

and mobilization of it. It also means creating a data intelligence system, capable to maintain
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itself through evolving data expertise and investment in data systems, and capable of generating

new insights and new solutions to regulate, control and predict activities in order to, in theory,

provide useful insights to manage value chains and operations efficiently, immediately and over

time.

Accordingly, knowledge and consequently value emerges through the interaction between

operations processes and data management systems in place, through four steps (1) data

preparation and collection, (2) data analysis, (3) data interaction and (4) data effectuation.

The interaction between operations and data management systems should enable in theory not

only a generation of knowledge and control which would create value, but also the generation

of a data expertise which would enable organizations to maintain

management system in place (see, below, figure 63).

and better the data

Data preparation and

Business

Technology

. Data analysis Data Interaction Data Effectuation
collection "
. . S . Value creation
Sources Analytic Processing Organizational application
. . Analyti titiv
. Reporting Analytic pricing HC competinveness
Accounting . . - Cost reduction
Statistics Risk and prevention .
. o Decision-support -
Data Analysis Cross-selling predictions 3
Contracts - . o Legal compliance
Meta-learning optimization Internal process optimization -
o . 5 Efficient use of resources
Predictive simulations Resource efficiency .
Internal Processes . Supply and demand planning
Regressions Supply and demand planning
Support of long term startegy
. Data feedforward
Analytic User Inte
Data Integration Analytic Software nalytic User Interface
. . 5 . Analytic pricing in operational
Datalake Datalake ‘Visualization and interactive maps systems
Data quality Data quality Dashboarding Operational predictive scoring of
Extracts Extracts = customers for cross-selling
Dat.abases Databases Integrated analytic application for Analytic optimization of ndustrial
Real time event Real time event I control
. decision-makers Lo o
streaming streaming Analytic optimization of distribution

processes

Figure 63: Interpretation of Kaufinann’s proposition of business intelligence as a socio-technical cognitive

system — per data stage

In Kaufmann’s (2019) own words, “[their] proposed reference model operationalizes value

creation by linking business targets with technical implementation through a value-oriented
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framework”. In this way, based on a model which conceptualizes big data management as a
form of cognitive system, Kaufmann showcases a perspective where, first (1) creating value
from big data relies on supporting decisions with new knowledge generated from data analysis,
and (2) providing data feedforward in order to create value is only possible if an internal set of
data science skills is developed directly within organizations.

Here, Kaufmann mobilizes Wheeler’s definition of knowledge as “an answered question, a
problem resolved” and as “a mean of control rather than a state of mind”. For Kaufmann this
capacity to generate advanced knowledge and provide means of control are key to understand
how value chain management systems and specifically big data management systems might
create value for organizations.

We can however hypothesize that one key perspective missing for this analysis, similarly to
Correll’s research work on the ethical risks associated with data visualization (8.2), is the
distribution of cost and the distribution of value creation. In Kaufmann’s proposal, only
businesses as an entity are considered, rather than businesses as ecosystems. However as the
definition of businesses’ responsibility towards their stakeholders and environment evolves,
sometimes through a voluntarily effort by corporations, it would seem relevant to question how
value creation through data management and big data systems may affect, positively or

negatively, businesses’ stakeholders (see, figure 64, below).
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Data preparation and . - .
prep . Data analysis Data Interaction Data Effectuation
collection
Initial
technological Operations Operations Operations Operations
investment
Cost (and time) Operations .
Operations i
intensive Value Chain Partners P Operations Operations
Data Privacy Operations Operations Operations Operations
Risk Value Chain Partners Value Chain Partners Value Chain Partners Value Chain Partners
Risk mitigation Operations Operations Operations Operations
potential Value Chain Partners Value Chain Partners Value Chain Partners Value Chain Partners
Operations Operations
Positive Impact Operations Value Chain Partners Value Chain Partners
P! Value Chain Pastners Consumers Operations Consumers
through control Local Communities Local Communities Local Communities
Society Society
Operations Operations
Possible Operations Operations Value Chain Parners Value Chain Partners
counterproductive “Value Chain Partners Value Chain Partners Consumers Consumers
effect(s) Local communities Local Communities Local Communities Local Communities
Societv Society

Figure 64: projected costs and added value for the implementation and use of data management systems, per

stakeholder category

Applying a multi stakeholder perspective to value creation analysis per data management stage,
we find similarly to our analysis (in Part I) on the cost-benefit analysis per stakeholder of
implementing strategic CSR, that most stakeholders could benefit from extended data collection
and analysis processes (if the cost is born in majority by operations) and by control processes
over activities. However, the possibility of counterproductive or adverse effects through the
misinterpretation or mismanagement of data throughout data management processes (creation
of biased or unverifiable knowledge) could negatively also affect a majority of stakeholders.
The power imbalance in terms of cost, but also in terms of who gets to manage the translation
and the interpretation of data is also centralized around businesses, which could amount to a
form of narrative control. We could therefore adapt our previous analytical framework to focus
solely on those two perspectives (see, figure 65, below):
e correlation between cost control and narrative control

e range of positive or negative output per stakeholder category)
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Figure 65: Cost control and output range, per stakeholder category

Based on this theorical framework, we could hence recommend systematically situate the value

creation analysis, and to take into consideration (1) power imbalance in cost allocation and

technology management, as well as correlation between cost and narrative control, and (2)

stakeholder within cost-analysis benefit, while assessing the value potential of data

management tools.
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9. Adapting data management tools to increase social and

environmental utility

Part | of our research presented the initial tryptic of utility-oriented thinking (1.1), utility
accounting (1.2) and CSR strategic integration (1.3) as the conceptual framework for the
creation, development and deployment of social and environmental performance tools. In
chapters 4 to 6 of Part Il of our research, we aimed to question the rationales for creating and
implementing data management systems and data management tools. We therefore analyzed
their instrumental role in guiding decision-making, increasing efficiency and performance
within supply chains, generating forms of knowledge — and form those augmented forms of
knowledge and systemic control, intrinsic value (Kaufmann, 2019). We however highlighted
the lack of consideration and integration of stakeholders within data processes and systems,
creating a possibly inefficient form a value analysis, creation and distribution within
corporation strategies and operations. We further highlighted the lack of focus on power
imbalance within cost control and narrative control mechanisms, intrinsic to operational and
data processes.

In this chapter we will first explore the current alignment and misalignments of current data
management approaches with utility-focused decision-making, and benefit corporation formats
(9.1), with a selection of existing social and environmental management tools and approaches

(9.2) and analyze the SP&L approach using the same perspective (9.3).

We here aim to analyze the degree of current alignment between CSR strategic integration and
data management systems. We hypothesize (1) that a key missing element in current data
management systems is the integration of stakeholder analysis and (2) that the lack of
integration of stakeholders within data management system marginalizes their consideration in

decision-making and associated strategic frameworks. We hypothesize that this lack of
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integration leads to inefficient decision-making, directly and over time, as performance and

efficiency are solely associated with value creation for shareholders and, partially, clients.

9.1 Analyzing the integration of stakeholders within data
management systems

In the first chapter of this document, we analyzed the fundamental influence the utilitarian
perspective had over current benefit corporations. Doing so, we linked back utilitarian felicific
calculus to modern integrated accounting, and hypothesized that one of the main evolution from
utilitarianism is the translation of utility-based thinking from government towards corporations.
In this way, the extensive development of management tools to access, control and translate
social and environmental impacts (such as the Environmental Profit & Loss from Kering,
Environmental lifecycle analysis, Sustainable Reporting frameworks and guidelines)
crystallises this evolution in two ways. First, (1) in its relevance as a strategic topic for
organisations, whether through systematic risk mitigation processes or through exploring value
creation related to social and environmental control and investments, and secondly (2) in the
use and adaptation of accounting frameworks as utility accounting frameworks. The evolution
and redefinition processes of businesses (in analysed in 2.2) towards becoming “benefit
corporations” would make corporations both “calculable selves” (Miller 1992) and entities that
“calculate about power” (Rose, 1991), with the aim of their “purposive action” (Bryer, 2014)
to maximize both utility and value of their decision-making and resource allocation processes
within their own ecosystem (stakeholders and environment). The traditional proposed basis for
the evaluation of outcomes utility, or purposive action, in that perspective, would be through
the use quantitative performance and value distribution efficiency analysis, which require
accounting tools developing “a double entry-perspective of value creation, i.e to count not only

its profits (as been abundantly done by its promoters), but also its losses (a question which has
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rarely been addresses)” (Bourguignon, 2005). This constituted the very rationale for the creation
of social, or environmental profit & loss accounts, as updated formats for utility and
performance efficiency accounting.

We therefore evoked both in Part | and within the former chapter the necessity for this rationale
to work to include stakeholders and their environment both in managerial resource allocation
frameworks, but also parallelly in data management systems. In this way, we hypothesize and
propose that the systematic inclusion of stakeholders within data management framework could
prove crucial in strategically integrating CSR.

We however previously evoked the instrumental place taken by data management systems and
big data management tools in accessing, translating, and making available data for decision-
making. Little thought has been given however to the strategic integration of CSR-related data
within data management frameworks and processes. We hypothesize that this could be linked
to a two-speed evolution between technology and CSR strategic frameworks.

We found that none of the authors working on current solutions to digitalize value chains and
data modelling (for instance lIvanov, 2016, Galetsi, 2019, Gruebner, 2017, Paik, 2019,
Kaufmann, 2019, Cui, 2020) no mention to CSR-related data was made by the authors, making
CSR-related data a form of “non-factor”, revitalizing the understanding of CSR as an
afterthought or a nice-to-have factor in a strategic corporative cognitive system (Kaufmann,
2019). Further, when it comes to stakeholders, only users (either to mention end-user, such as
decision-makers, or consumers alternatively) were mentioned, beyond the implied
shareholders, and perhaps value chain partners (however in a performance perspective that does
not include ethical or CSR-related considerations or factors). This perspective creates a form a
dialogue or a bipolar system between operations and market, or between shareholders and
consumers, with a control mechanism almost exclusively in the hands of shareholders and

operations (see, figure 66, below).
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New business products

Figure 66: adaptation of Kaufmann’s data intelligence cognitive system, integrating relevant stakeholders to this

As big data management frameworks are currently being implemented in companies at great
initial cost for companies to tailor and set up their own systems, we highlight the risk linked to
the delay of CSR-related data integration within these processes. This very delay could
reinforce the consider of CSR not as factors to systematically take into consideration but as
constant afterthoughts. We therefore hypothesize that a way to increase the utility of decision-

making from big data insights would be to include a diverse range of stakeholders within

perspective

Stakeholders considered
Consumers

existing and developing data management frameworks and systems (see, figure 67, below).
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Figure 67: adaptation of Kaufmann’s data intelligence cognitive system, with a fuller stakeholder integration

In this way, in order to strategically integrate CSR, we suggest integrating (1) a stakeholder
approach to activity data collection (a data collection tailored per stakeholder), and (2)
anticipating social and environmental data collection related to activity. A more advanced
integration of stakeholders within data management frameworks and processes does not
however resolve the dual question of control: (1) first of who holds the data control, and (2) of

who, or which stakeholder, possibly benefits from control management.

9.2 The integration of stakeholders within control and value
creation mechanisms

In the second chapter of this document analyzing critical perspectives on integrated accounting,
we hypothesized that if monetary value creation represents the main leverage for corporations,
there are two ways to integrate for a company to “act utilitarian” and integrate utility-based
thinking. The first one (1) being through the control of the positive outcomes of their activity
to maximize their positive outcomes and minimize their negative outcomes towards

stakeholders and their environment, and the second one (2) being through resource allocation
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and targeted investments to create value for shareholders, stakeholders and their environment.
The common vocabulary was related to control mechanisms.

As in the case of felicific accounting, we previously hypothesized that control over outcomes
in order to maximize the benefits from decision-making could be achieved through the use of
accounting frameworks, or in other words, accountability would be achieved through the use
of accounting tools. Further in (3.3), we suggested in order to strategically integrate CSR
defining a full control business model as a business model functioning efficiently from full
activity visibility and from efficient and inclusive resource allocation, operating from (1) a
systematic access to, and visibility of, activity cost and outcome information across the value
chain, including social and environmental-related activity cost and outcome data, including
direct and indirect activity performance data, (2) which are systematically computed within a
full activity management control system and translated into performance data available for each
decision-maker.

We hypothesized that the two pre-requisites for a full control business model could be
considered to be (1) traceability throughout the value chain, and (2) a full activity data
management system providing the necessary insights to optimize decision-making.

We further suggested that this model would further require a shift from outcome translation
towards cost control and cost allocation efficiency, and that by shifting the conversation towards
a cost control analysis (investment, resource allocation, losses), by associating a cost, or
resource allocation, to a social and environmental efficiency level, or quantified performance
level, rather than making social and environmental factors others, the cursor could shift towards
making social and environmental performance an intrinsic part of activity and operational
performance.

In Chapter 8, we interpreted Kaufmann’s proposition of business intelligence as a socio-

technical cognitive system. In their work, Kaufmann’s provided a breakdown of data stages,
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and value creation anticipated per data stage, when relevant (see, figures 62-63, chapter 6).
Kaufmann (2019) associated value creation with a series of capacities or in their words “data
effectuations™: analytic competitiveness, cost reduction, decision-making support, legal
compliance, efficient use of resources, supply and demand planning and support of long term
strategy. In other words, a form of full data control could lead to better resource allocation,
oversight, and predictability. This forms of “data intelligence”, through the capacity to provide
full control and visibility, enhance operational capabilities and intrinsically could create value,

other than the initial access to knowledge linked to raw data collection (see, figure 68, below).

Data Effectuation

Value creation

Analytic competitiveness
Cost reduction
Decision-support [
Legal compliance
Efficient use of resources
Supply and demand planning
Support of long term startegy

Data feedforward

Analytic pricing in operational
systems
Operational predictive scoring of
customers for cross-selling
Analytic optimization of industrial

control
Analytic optimization of distribution
processes

Figure 68: Interpretation of Kaufinann’s proposition of business intelligence as a socio-technical cognitive

system — data effectuation stage

However, through our suggestion for a full control model and specifically through a full cost
control process, we suggested focusing on making cost analysis inclusive, by integrating new
performance criteria including a comprehensive range of stakeholders, in order to quantify the
utility and efficiency of resource allocation in an inclusive way.
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We believe that this aspect is often neglected from data management system strategies, which
leads to a sub-efficient way of collecting, analysing and mobilizing social and environmental
data in decision-making processes. We therefore highlight the importance of linking a control
model to an inclusive cost focus in order to maximize decision-making efficiency in an
inclusive way, and provide a “full cost visibility”, in order to find a necessary alternative to

externalities, triple bottom lines and trade-offs (see, figure 69, below).

Stakeholder Scope (definition and access) throughout the Value Chain

Full supply chain operational visibility
Systematic access to activity data

Full operation data computing and data management system
Including visualization as a decision-making aid

v

Performance o I.{esourcn'a o o
Monitoring Distribution Optimization Prospective
& Reportin: & Strategy Planning
P £ Full cost visibility

Figure 69: Systemic control model proposal, including stakeholder scope and full cost visibility

205 | 365



Part I11

The SP&L: approach, methodology and first

implementation process

In this third part, we will present the open-sourced methodology of the SP&L as the main result
of the industrial and research collaboration with the fashion brand Chloé. We will present the
rationale for the SP&L (Chapter 10), its scope and stakeholders (Chapter 11), and main
implementation steps (Chapter 12). Further, we will address the limitations of the tool through
a sociological, genealogical and data control analysis (Chapter 13), based on learnings from

Part I1.
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10. SP&L approach rationale & overall presentation

10.1 The SP&L approach rationale & overall presentation

The SP&L approach was created in order to access, evaluate and visualize positive social
performance all throughout our value chain, and product lifecycles. The rationale behind this
SP&L tool was also to visualize together the social and environmental impact of our activities,
partners and products, and to consider our financial, environmental and social performances in
an inclusive format. With the SP&L Chloé and the research team aimed to systematically
integrate social impact within an inclusive resource allocation analysis, in order to facilitate a
decision-making process which should always include social and environmental performance

factors.

The SP&L is by definition a business management tool, and an internal decision-making tool,
which aims to integrate positive social impacts into performance reporting and accounting,
alongside environmental and financial performance criteria. The tool accounts for a company’s
positive social impacts all throughout its value chain and product lifecycles. The SP&L
Approach was tailor-made to better inform and facilitate decision-making by providing a more
comprehensive social impact and performance picture of a company’s activities and products,

in a vocabulary common to other types of performance criteria.

The methodology has five main steps:
e social auditing and decent practices monitoring as a pre-requisite (1)
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e potentially positive social performance measurement (2)
e evaluation (3)
e visualization (4)

e and a data verification process to consolidate the final results (5).

In terms of scope, the SP&L approach covers operations (headquarters) and the supply chain,
and covers both direct and indirect employment, in order to take responsibility, account for
progress, and improve social impact for all stakeholders involved in production, activities and

processes.

The results of the SP&L approach can be visualized at three levels:
e company’s activities (1),
e suppliers (2)

e and products (3).

In terms of use, the SP&L was created for fashion brands, suppliers, social enterprises and
social organizations who are already advanced on decent working conditions monitoring in
their own supply chains. The tool was created for organizations that aim to access the full social
picture, including positive impact, of their activities, and better manage their social outcomes,
directly and over time.

The results are aimed to be integrated: within a company’s integrated reporting and accounting
formats, and within resource allocation efficiency analysis. Data collected through the SP&L
process can further be useful: for a certification process such as B Corp, as the basis for
monitoring supplier social practices, capacity-building and creating improvement plans for

suppliers, as a basis for social investment efficiency analysis (monitoring changes in social
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performance over time whenever resources are allocated), and within product optimization
analysis (relevant when data is provided from Tier O, operations, to Tier 4, raw material

extraction).

10.2 Getting the full activity picture

The tool was created to enrich the picture of traditional “cost, charges and expenses” P&L social
criteria by providing social positive performance and job quality quantified insights. Integrated
into reporting and accounting, those new insights are meant to better inform and facilitate
decision-making when it comes to resource allocation, targeted investment for operations, and
capacity-building within the supply chain. Through the SP&L approach, Chloé chose not to
monetize social impacts through the use of financial proxies or valuation coefficients (quantify
positive performance rather than monetize) in order to avoid any black box effect when
indirectly valuating social impact. Rather, by facilitating the systematic access to quantified
positive social performance data which can be compared and monitored over time, the SP&L
aims to provide useful insights for decision-making, valuable and valuated when included in an
investment and resource allocation analysis. In that way, the SP&L approach provides a
different take on Social Return on Investment (SROI) by creating the necessary and direct basis
for a social investment efficiency analysis, resource allocation optimization evaluation and
forecasts.

The approach directly enables: the integration of new performance criteria into fully quantified
performance reviews of activities, collections and products (1), and a systematized resource
allocation optimization and maximization analysis, assessing and anticipating the efficiency of
resources. The SP&L approach facilitates the assessment of the efficiency of resources
allocation through monitoring performance results, directly and over time, and systematically

relinking social value creation to investment efficiency (2).
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The business management tool can also provide the necessary data for: return on (targeted)
social investment over time for capacity-building efforts, if resource allocation and associated
capacity-building are monitored over time, and in correlation with operation efficiency
performance criteria such as quality and productivity (1), evaluating, job creations (direct,
indirect, induced), training and capacity-building efficiency, directly and over time (2), creating

the basis for social lifecycle costing (SLCC) value distribution, and value redistribution analysis

(3).

10.3 Complementing existing frameworks and approaches

The development of Chloé’s SP&L approach is a first exploratory methodology inspired by the
EP&L (Environmental Profit & Loss) approach, a pioneering tool developed by Kering,
enabling the assessment and valuation of the environmental impact throughout the supply chain,
supply and operations of a Fashion House. The EP&L as a business management tool was the
first example of a company’s measuring, and valuing the environmental impacts of its
operations and entire supply chain in order to facilitate decision-making. The EP&L enables
the visualization of environmental impacts for brand’s activities and products.

The SP&L Approach was inspired by the approach, scope and capacities of the EP&L.: to
measure, quantify, evaluate, visualize social impact data throughout operations and supply
chain in order to better inform decision-making and integrate outcomes and impact-related data
within performance reviews.

The SP&L aims to address several gaps in terms of social impact measurement and evaluation.
Social impact and environmental impact measurement advanced with a two-speed dynamic,
with a profusion of methodologies when it comes to assessing and visualizing environmental

impacts (example: EP&L at the activity level and LCA and carbon environmental footprint at
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product level), and a delay when it comes to analyzing and visualizing social impact, and

quantifying social practices.

Regarding social-specific performance methodologies, the SP&L approach addresses three
observable gaps:

(1) The gap in addressing social impact with the same criteria for both direct and indirect
employment. Social impact is addressed differently in fashion companies’ supply chain
than in fashion companies’ direct operations. In the supply chain, social impact is
addressed through social auditing which assesses compliance and decent working
conditions. At the headquarter level, social performance criteria such as job tenure,
employee turnover, and training are preferred.

(2) The availability of comparable social data all throughout the value chain, preventing
companies from assessing and visualizing the social impact of their activities,
commercial partnerships and products in a cohesive way.

(3) A systematic focus on positive impact social, starting with measuring the same

performance criteria for direct and indirect employees.

The differentiation factors for the methodology are:
(1) The scope and multi-level visualization possibility enabled by a uniform data collection
throughout the value chain
(2) The focus on potentially positive social impacts
(3) The possibility to integrate positive social impact within a performance and resource

allocation framework
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Those differentiation factors enable performance visualization and reporting for activities,
suppliers and products. Further, the SP&L Approach complements and contrasts with the work
developed on Social Return on Investment, by pragmatically assessing performance efficiency
associated to resource allocation, rather than mobilizing valuation coefficients, in order to

facilitate decision-making.

The review of existing methodologies, databases, literatures and experimentations
internationally has been essential to avoid redundancy and strive for complementarity. Five
types of documentation were reviewed: social reporting, social databases, job quality
frameworks, social impact measurement experimentations, guidelines and frameworks
(including life cycle costing, social life cycle assessment, social life cycle inventory and life

cycle sustainability assessment) and internationals surveys.

(1) Social Reporting & Return on Investment

e GRI (Global Reporting Initiative)

CDSB (Climate Disclosure Standards Board)

e |IRC (Integrated Reporting Initiative

e SASB (Sustainability Accounting Standards Board)

e World Economic Forum - Toward Common Metrics and Consistent Reporting of
Sustainable Value Creation (White Paper, 2020)

e The Embankment Project for Inclusive Capitalism (EPIC)

e Social Return on Investment (SROI, 2012 Guide)

e UN & LCA Initiative Guideline for Social Life Cycle Assesment — PSIA working

group (product life cycle analysis)
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(2) Social Data(bases) & Indicators

United Nations — SDGs guidelines

UNECE - Statistics on Population

UNESCO - Statistics on Education, Literacy, Gender in Education
ILO — ILO Stats, Decent Work framework

OECD - Social Welfare & Expenditure, Employment, Job Quality

World Bank — World Bank open data

(3) Job Quality frameworks & research

EU Laeken indicators of job quality, 2001
Business Europe indicators of job quality, 2001
European Trade Union Institute ETUI Job quality index, 2008

EU Employment Committee (EMCO), 2010

The International Labour Ogranisation (ILO) Decent Work Indicators, 2012

Eurofund, 2012
UNECE Job Quality Framework, 2014
OECD Job Quality Framework, 2015

Aghion, Blundell, ongoing work on the nature of good jobs, 2020-present

(4) International Survey (Focus on Workers)

European Working Conditions Survey

European Quality of Life Survey

The European Union Labour Force Survey ad hoc modules
International Social Survey Programme

Gallup World Poll
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e EWCS/O*Net

(5) Guidelines & Frameworks

e ISO Norms - Guidance 1SO 26000-2010, 1SO 45001: Occupational Health & Safety,
1ISO14001: management of environmental management , ISO9001 quality management,
ISO 14040-2006 Environmental management — LCA

e United Nations — SDGs and guidelines on metrics

e OECD Policy Brief on social impact measurement

e UN & LCA Initiative Guideline for Social Life Cycle Assessment

e UNECE Human Capital Guide

e BSR Gender Data and Impact Tool

e Handbook for Product Social Impact Assessment, Roundtable for product social

metrics, Pré Sustainability in partnership with UNDP, SAI, ILO

Out of those five types of documentation, two were mobilized throughout the metrics and
reporting process (1), and two were mobilized throughout the evaluation process (2) (see, figure
70, below). In order to strengthen complementarity, Chloé turned to methodologies with
harmonization potential, which could constitute and provide social reporting norms within the

fashion industry, and beyond.

For the metrics and reporting step, Chloé chose to integrate the proposition for harmonized
reporting provided by:
e The World Economic Forum’s 2020 white paper “Toward Common Metrics and

Consistent Reporting of Sustainable Value Creation”, based on a harmonization of the

GRI, CDP, CDSB, IIRC and SASB reporting
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e Job Quality frameworks (OECD, as well as analysis by Philippe Aghion and Richard

Blundell on what constitutes a “good job” and the associated criteria.)

For the evaluation process, Chloé aligned on both the evaluation processes provided by:

e Social auditing referential (SMETA, SEDEX)

e The evaluation process provided by the UN & LCA Initiative Guideline for Social Life

Cycle Assessment (2020)

Metrics & Reporting

JOB QUALITY FRAMEWORK

OECD, EU, BUSINESS EUROPE, ILO,
UNECE, Aghilon & Blundell

HARMONIZED SOCIAL REPORTING

Harmonization work by the

World Economic Forum

GRI, CDP, Climate Disclosure Standards Board
[CDSE), International Integrated Reporting
Council (IIRC) and Sustainability Accounting
standards Board (SASE)

Evaluation

SOCIAL AUDITING REFERENTIALS

ILO, SMETA (SEDEX)

SOCIAL LIFE CYCLE ANALYSIS

UN & LCA Initiative Guideline for
Soclal Life Cycle Assesment,
PSIA (product life cycle analysis)

Figure 70: documentation mobilized within the SP&L conceptualization
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11. Stakeholders & Impact Scope

11.1 Stakeholders

The UNEP (UN Environment Programme) defines social impacts as “consequences of positive
and negative pressures on social endpoints and area of protection (i.e well-being of
stakeholders)” (UNEP, 2020). Measuring impact on all applicable stakeholders is central to
measuring, evaluating and integrating social impact into decision-making and improvement
processes. Aligning on the UNEP S-LCA proposition, six stakeholders groups were identified:

workers, local communities, value chain, actors, consumers, society and children.

The SP&L Approach accounts for four of those stakeholders:
(1) Workers
(2) Local communities
(3) Society

(4) Clients

The first focus of the methodology is on workers, both directly employed at the headquarters
and operations, and employed by the company’s suppliers. In that way, the methodology
focuses on workers directly involved in the conception, manufacturing, and distribution process
of our products. Beyond workers, Chloé chose whenever possible and relevant to align their
choice of stakeholders, impact categories and metrics on the existing social life cycle
assessment (Life Cycle Initiative, UNEP, and Social Value Initiative, leading to the future ISO
14075 Social Life Cycle Assessment norm in 2024). When it comes to local communities,
society, and clients, we directly aligned the data collected on UNEP 2021 Methodological

sheets for subcategories in Social Life Cycle Assessment. When it comes to impact on society,
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we further aligned our criteria on upcoming B Lab criteria (2022 draft for their new upcoming

standards).
LOCAL
WORKERS COMMUNITIES SOCIETY CLIENTS
. & L] [
2 i o & : a
aa 1 AR : 0"
Diversity Gender Living Policles to protect Commitments Clients
& Incluslon equallty wage local communities protection
-
o . £ Q
< € W 2V b
Well-belng Tralning Job quallty Local Contributions to Transparency
engagement Development & dlalog

Figure 71: Main impact categories selected per stakeholder category

With the SP&L Approach, Chloé estimates primarily their outcomes on workers and employees

mobilized on our products from sourcing to retail (see, figure 72, below)

Impacts measured for Stakeholder Focus Impact Categories

HG & Suppliers Workers Diversity & Inclusion

Gender Equality

Living Wage

Well-Belng

Training

Job Cuality

Figure 72: Impact categories selected for the “Worker” stakeholder category

When it comes to local communities, Chloé aligned the data they collect on the UNEP
proposition (2021). We uniformly estimate our operations impact on local communities, as well

as our suppliers’ impact on their own local communities (see, figure 73, below)
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Impacts measured for Stakeholder Focus Impact Categorles

HGQ & Suppliers Local Communities Local Engagement

Policies to protect local
communities

Figure 73: Impact categories selected for the “Local Communities” stakeholder category

When it comes to impact on society, Chloé aligned the data collection on the UNEP proposition
(2021) and the draft for upcoming B Lab performance criteria and new standards (2022) aimed
to be published in 2024. Impact on Society is only measured in Tier O (direct activities and

operations) (see, figure 74, below)

Impacts measured for Stakeholder Focus Impact Categories

HQ only Soclety Public Commitments

Contribution
to Development

Figure 74: Impact categories selected for the “Society” stakeholder category

When it comes to impact on clients, Chloé aligned the data collection on UNEP (2021). Impact

on Clients is only measured in Tier O (direct activities and operations) (see, figure 75, below)

Impacts measured for Stakeholder Focus Impact Categories
HG only Cllents Client protection
Transparency
& Dialog

Figure 75: Impact categories selected for the “Clients” stakeholder category
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11.2 Impact Scope

When it comes to impact on workers, the SP&L metrics are aligned with a selection of the WEF
2020 referential proposal, with the exception of the Job Quality, Know-How, Living Wage
associated metrics, and the complementary metrics for the Gender Equality impact category.
Metrics for impact on local communities, society, and clients are aligned on the S-LCA UNEP
proposition (2020). The SP&L approach includes twelve impact categories total with seventy-
two associated metrics, including new metrics derived and adapted from UNEP S-LCA

propositions (UNEP, 2021).

In total, 45 metrics are allocated to assessing the potentially positive impact on workers (see

below) (see, figure 76, below)
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IMPACT SP&L APPROACH WEF REFENTIAL S-LCA UNEP B CORP DRAFT
CATEGORY ASSOCIATED (2020) (2020) STANDARDS
METRICS (FOR 2024)
Diversity * Employee categorles and Percentage of employees per employee Equal = Justice Equity Diversity
& Inclusion representation (natonality, category, by age group, gender and other opportunity & Inclusion
age, disability, gender) Indicators of diversity * Company gathers and
* ACcess to permanent rates D&l statistics
contracts and manages [kl
= Diversity policles in place opportunities
= Disabllity policles in place (operations focus solety)
Gender = Representation and share in Pay gap Mot represented Integrated within D&l
management In worker’s criterla
Equality * Access 0 permanent contract criteria
* Representation at the board
» Representation In workers
committees
= Pay gap
Living = Living wage (computation HNot In the WEF proposition Wages Falr Wages paid in own
Wi based on the cost of lving {as such) operations, and actions
age for a predefined food hasket taken to enable falr
dertved from FAD databases, wages In the supply
WagelIndicator methodology) chaln. Company takes
= Share of employees paid the meaningful actions to
living wage prevent wage disparites.
= Current workers' wages
against the living wage
Health and * Access to well-being offer Employee well-belng measured through Benefits and
well-being and services employees' participation in best practice soclal securlty
» Mobllization and participation health and well-being programme,
to well-being best practices ghsenteelsm rate
= Absenteelsm
Training = Hours of tralning Tralning provided (average hours of HNot represented
* Number of employees tralning per person and by employes In worker's
trained category, average training expendlture], criterla
= Measured effectiveness of number of unfilled skilled positions, and
training (estimate) monetized Impacts of training (Increase
= Share of unskilled position eamning capaclty as a result of training
= Intergenerational training Interventon using Investment un training
(optional) as a percentage of payroll, effectiveness
In tralning and development throngh
Increased revenue, producthvity, employees
engagement and internal hire rates.
]Dh Q“a]ﬂ.j # Job Tenure Not in the WEF proposition Mot represented
* Promotion rate In worker's
= Pay progression criterla
= Use of soft skills
Know-How » Complex Technical skills Not in the WEF proposition Naot represented

» Traditional skills
= Know-how transmisslon
= Sanlority

In worker's
criterla

In total, 27 metrics are allocated to assessing the potentially positive impact on local

Figure 76: Overall SP&L approach impact scope for workers

communities (9 metrics), society (9 metrics), and clients (9 metrics), (see, figure 78, below)
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STAKEHOLDERS SP&L APPROACH SP&L APPROACH UMNEF, 5LCA B CORF DRAFT
IMPACT IMPACT METRICS [2020) STANDARDS
CATEGORIES [FOR 20:24)

Local Local Engagement « Sharing of Local Hires Local employment

+ Palicies on local hirig
Communities + Shiase of locally-based
suppliers
Initiatrves & Policies in + Intellectual Property (i = ACCess (0 matenial
Mace to protect ocal applicabley FESOUICES
Ccommunities + Education Inmiatnyes = Acess o
» Material Resouroe codaflict mmateAal
prevention FESOURTES
+ Environmenial = Delocialization
Man agement system and migration
» Palicies in place to protect prevention
cultiral hiesitage (if = Cultural hestage:
applicable )y prratection
* Migrants integration [if + Healthy and safe
applabley Ir¥lig, Condiions
+ Delocalization prevention « Resped for
(ir applcabie) Indigencus Rights
Soclety Public committment to + Public Committment to = Public Engagement = Collective Action
Sustaknabilsby Sustainability om Sustainable = Muitl stakehodder-
+ Principies and Codes of development opics collaborations
Condict « Prevention and + Active promotion of the
» Commitment & actions to Mediation of Asmed aivancement of somal and/
prevent corruption Conflicts of environmenta impacs
« Internal and extemal » COPRIpLIoN « Public Policy promotion
contrls to prevent Prevention o advance sodal and./ of
cofuption « Ethical Treatment of Evirenmental rmpacts
+ Lobbying is aligned on Anrmals + Practicing through
mission and values leadership to drive Change
Coatribution to + ContAbwtion to Econombc » Contsbution » Collective Action
Development Progress to Ecoqomic » Mentoring
+ Parinership i feseasch Development « Funding Research
and devels = Technology
+ lvestments in techaalogy Development
development / transfes + Povesty Mitigation
Clients Pratection + Client health and safety » Health & Safety
AseIment + Privacy Protection
+ laternal management
systems to protect clieat's
privacy
Dualog + Feedback mechanism = Feedback
» lmprovement Mechamism
» Customer satisfaction = Transpasency
SUFVEYS = End-of-life
+ Publicatbon of @ Tramsparency
Sustamnability Repost
» LCA Resulis
Coimm umication

= Clear Chmmunication
of end-0f-life options to
clients

Figure 77: Overall SP&L approach impact scope for local communities, society and clients
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12. SP&L Steps

12.1 Steps Overview
There are five steps composing the SP&L.

(1) The first step is a pre-requisite: an overall mapping process based on documentation,
auditing results, and certifications.

(2) The second step is communication of a self-assessment document to suppliers in order
to measure their potentially positive social impacts. The time of completion is estimated
between two weeks and one month from reception. The same self-assessment should be
filled by the corporation.

(3) The third step is a data verification process, an estimation by external auditing partners
of the reliability level of information communicated in the self-assessment.

(4) The fourth step is the evolution and impact quantification based on five levels of
practice, with a grading reflecting the level of social practices, from worst to best
practices.

(5) The fifth step is a visualization of the impacts evaluated at four levels: product,

collection, supplier, and entity (Chloé).

Steps 4 and 5 are currently being systematized through a BI tool, with Google Cloud Platform
(GCP), linked to a dashboarding tool (Looker studio) allowing us to visualize the results of the
SP&L’s: overall score, score per impact category, improvement areas and best practices using
individual metrics (top five and bottom five practices per stakeholder evaluated) and number

of mobilized workers per product and collection.
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The sixth and last step is to take action, including reporting social impact data, monitoring social
performance, directly and over time, accompanying suppliers to encourage improvement in

social practices.

12.2 Open Source and Documentation
The forms of documentation mobilized through the SP&L process and made available
on chloe.com are the following:

e Self-assessment: digital self-reporting process sent to suppliers via email, and/ or

completed at the operations level (headquarters)

e Data verification format

e Excel base for evaluation

e Visualization scoreboard
The supplier visualization scoreboard contains information regarding social certifications
and/or audit results in order to co-visualize the level of social risks together with the level of
positive social practices. The dashboarding is accessible to every IT team by the interfacing of
product data management tool and the dashboarding tool, allowing more informed decision-
making. Chloé made available the methodology for brands IT teams to adapt the code by
providing a github link within the formats provided on chloe.com, alongside measurement and
evaluation formats. Please find the resources, measurement, evaluation, visualization and code

formats on chloe.com.
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12.3 Step 1: Social Auditing

The SP&L has been conceived as a logical continuation to social auditing, and although the two
assessments are meant to be read as distinct results, they are complementary in many ways,
including:
e The selection of topics covered enables a complete picture of social performance of
the supplier (decent working conditions, potential positive impact)
e The same external partner and internal staff are involved, ensuring good knowledge on

suppliers and enabling synergies in the process (collecting the data at the same time).

The SP&L is meant to be communicated in a conjoined way with the audit score: internally,
both at the supplier level and at the product level, the SP&L Approach dashboard presents
both the audit and the SP&L score.
In that way, each brand performing an SP&L should:

e Align the SP&L with at least a supplier mapping or a traceability process

e Make sure that the SP&L is not launched independently from social auditing
Chloé further recommends to align the SP&L within the same timeframe and with the same

stakeholders as the social auditing process.

12.4 Step 2: data collection and measurement

Data is collected yearly from all active suppliers and at the operations (headquarter) level
through a digital self-assessment (available on chloe.com). The process is introduced via an
introduction letter or call to suppliers introducing and clarifying the purpose of the data

collection. The data is self-reported, with a clear mention of the possibility of a data verification
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process with an auditing partner. The current process is to send out a digital document enabling
direct evaluation and visualization of results upon completion.

The survey has four parts: one covering diversity & inclusion, fair wages and gender equality,
the second covering well-being, the third one covering training and job quality, and the fourth
and last one covering the impact on local communities. The last page (additional information)
gathers essential elements such as: remarks regarding the partnership with the brand, workers
mobilized by collection and by product reference (with an example of two to several product
references), whether or not jobs were created or destroyed within the year and partnership with
Chloé, certifications and documentation to attest of the level of social practices (SA8000, B
Corp...), and additional information the supplier wishes to highlight when it comes positive
social practices. The extent of the data collection depends on the number of employees per
organization: if there are thirty or less employees, the organization fills a lighter version of the
survey (20% less data collected, including data regarding policies and initiatives).

The metrics are presented with tables formats in order to make the data competition as
straightforward as possible. The documentation is shared in several languages to facilitate
communication and understanding throughout our value chain, and specifically at the supply
chain level. Definitions, as well as a global glossary is made available and translated into each
language to facilitate data completion. Key documentation is demanded of suppliers during the
data collection process in order to facilitate the data verification process when it comes to

policies and initiatives specifically.

12.5 Step 3: data verification process
The data verification process is a mandatory step in order to insure that any data collected,
processed and potentially communicated is valid and not a false allegation. In order not to create

any bias, we created with our social auditing partner a remote and adaptable process.
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The information is verified in two ways:

(1) Non-personal data is uploaded on the auditor’s platform

(2) Personal information is checked directly during the remote call in order to preserve

confidentiality

The auditor fills in, per information category, the following elements: type of documentation
provided by supplier (1), methodology or thought process applied (if relevant) (2), validating
the data (3), detail, and observations (4).
Chloé recommends that the organization launching an SP&L within a given perimeter launch,
for the first year, a data verification process for 100% of the scope, then a data verification
process for 30% (minimum) of the suppliers filling out the self-assessment, based on a
verification sample including geographical representation of the company’s supply chain within
the sample, and representation of common supplier size.
Variation identifications with previous years and trends between sites or specific social topics
should monitored, with a rule of variance starting at 20%. Any variance identified beyond 20%

should lead systematically to a demand for supporting documentation.

12.6 Step 4: performance evaluation

A) Grading Process

The choice of a 1-5 performance rating scale enables a three-dimensional view on the
performance level on each topic, and provides some degree of granularity regarding the positive
social impacts.

The evaluation is realized with an ascending scale from 1 (below average practice) to 5 (best
possible practice). We consider that grades 1 to 3 to highlight a low level of positive practices.

We consider that a result from 3 to 3.5 is neither negative nor positive, representing a level of
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average practices. We consider that results from 3.5, and up to 5 represent good practices, or
beyond average social practices. We consider, lastly, that results equaling 5 represent practices

close or equivalent to best practices in the fashion industry.

The evaluation process is realized at the:

(1) Metric level

(2) Impact category level

(3) Overall or activity level
The evaluation is realized systematically and automatically, based on an evaluation grid, and
using Google Cloud Platform (GCP) and Looker Studio. The code mobilized to adapt and
implement the evaluation and visualization process are available on chloe.com.
The fully digitalized process was created in order to avoid any form of potential error or bias
during the evaluation of the quantified data, and to facilitate the analytic process (see, figure 78

and 79 below, and full downloadable evaluation documentation)
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Category Metric name Unit Metric description
Workers Diversity & Inclusion Gender % Percentage of women in total workforce
Workers Diversity & Inclusion Age % Percentage of who are 50 years-old and older
Workers Diversity & Inclusion Age % Per ge of who are between 19 and 26 years-old (youth)
Workers Diversity & Inclusion Nationality % Percentage of [non-National] in total workforce
Workers Diversity & Inclusion Di workers % Share of who are part of one of the " workers" category
\Workers Diversity & Inclusion Disability % Per ge of who have a disabled status
Workers Diversity & Inclusion Permanent contract 18-26 % \Workers who are between [ 19 - 26 ] and have a a permanent contract
Workers Diversity & Inclusion Permanent contract 50+ % Workers above 50 years-old with a permanent contract
Workers Diversity & Inclusion Permanent contracts formerly & priority workers % Di workers who have a a permanent contract
Workers Diversity & Inclusion Permanent contracts disability Disabled workers who have a a permanent contract
\Workers Diversity & Inclusion Permanent contracts non-nationals % INon-national workers who have a a permanent contract
\Workers Diversity & Inclusion Non-national % Percentage of non-Nati
Workers Diversity & Inclusion Non-national in the top management % Non-National in the top management
\Workers Diversity & Inclusion Non-national share of % Non-National share of
Workers Diversity & Inclusion Formerly / priority workers share of % Share of who were initially part of the workers" categon
\Workers Diversity & Inclusion Disabled workers share of % \Workers with a disability: share of
\Workers Diversity & Inclusion in workers / nationalit % Non-National in worker's
\Workers Diversity & Inclusion in workers 1 formerly % P of " workers" within workers' committees
Workers Diversity & Inclusion in workers / youth (18-26) % Youth ion in worker's
\Workers Diversity & Inclusion in workers 150+ years-old % 50+ years old in worker's
\Workers it Representation in workers committees / disabled % \Workers with a disability: representation in worker's committees
Workers sity Equal Opportunity policy (Nor policy) Maturity Leve|Equal policy or practices in place
Workers Diversity & Inclusion Disability and Inclusion policy Maturity Leve|Disability and inclusive policy or practices in place
Workers Gender Equality Permanent contract / gender % Share of women workers with a permanent contract
Workers Gender Equality \Women % \Women who are part of the
Workers Gender Equality Top 1 gender % \Women in the top
\Workers Gender Equality Mangement / Gender % Share of women in management
Workers Gender Equality in workers 1 gender % \Women in workers and
\Workers Gender Equality Parental leaves Maturity Leve|Policies for parental leaves: processes & benefits in place
Workers Gender Equality pay gap / Gender % Gap from pay equality based on gender in % in
Workers Gender Equality |\Workers pay gap / Gender % Gap from pay equality based on gender in % for workers
Workers Living Wage Share of employees paid the living wage 9% Share of employees paid the living wage
Workers Living Wage Current workers wages against living wage % Living wage against current wage
\Workers Well-Being Access to additonal medical and care services provided by employq% |Access to employer-provided medical and healthcare services beyond regulatory deman
Percentage of employees participating in “best practice” health and well-being
Workers \Well-Being in well-being and services % (e.q. sport, meditation, etc)
\Workers \Well-Being Absenteeism % /Absenteeism Rate
Workers Training [ Training scope % Percentage of trained employees (beyond Health & Safety)
Effectiveness of the training and development through increased revenue, productivity
Workers Training Effecti of training Maturity Leve|gains, employee engagement and/or internal hire rates.
Workers Training training - Mecenal training % Share of youth (19-26) trained by senior workers
Workers J0b Quality Permanent contract 26-50 % |Workers who are between [27 - 50] and have a a permanent contract
Workers [ Job Quality Job Tenure Nb |Average job tenure
Workers [Job Quality Promotion Rate % |Average of promoted yearly
Workers [J0b Quality Pa % Percentage of benefitting from a pay yearly
Workers [Job Quality Turnover % |Average employee turnover (yearly)
Workers Training Transmission % (Of which) Number of employees committed to, and passing on their know-how
Workers Training Seniorit Years |Average seniority of mobilizing know-how (in years)
Local C Policies to protect local prevention Maturity Leve|Has the i policies to prevent i
Local Communities Policies to protect local Migrants integration Maturity Leve|Has the for integrating migrants
Local C: Policies to protect local Policies in place to protect Cultural Heritage Maturity Leve|Has the policies in Place to Protect Cultural Heritage years-old
Local C Local Local Hire % Percentage of workforce hired locall
Local Communities Local Engagement Policies on local hire Maturity Leve|Has the organization developped policies on local hiring?
Local C Local Spending on locally-based suppliers. % Percentage of spending on locally-based suppliers
Local C Policies to protect local property Maturity Leve|Has the i policies related to intellectual property respect moral a
Local C Policies to protect local Education Initiatives Maturity Leve|Has the developed community education initiatives?
Societ Public of a code of conduct YIN Has your company designed, signed and ode of conduct, integrating the|
Society Public commitments Goals Maturity Leve|Has your company signed, and at least partially implemented measures in alignment witH
Society Public Initiatives and related to SDGs Maturity Leve|Has your company set up one or more partnerships and/or initiatives related to the SDG:
Societ Public ocial integrated into decision-mal Y/N How does your company integrate social and into decision m|
Society Public [Anti-corruption practices YIN [Which of the following anti-corruption reporting and prevention systems do you have?
Society Public commitments |Anti-corruption prevention systems YIN Does your company have any of the following in place with respect to monitoring and reg|
Society Contri 10 D C 10 economic YIN Does your company implement any of the following ways of to progress and|
Society n to D | Technical and te 0) Maturity Leve|Has your ion invested in technical and solutions aimed at rationaliZ
Societ) Contribution to Dt Research Maturity Leve|Has your initiated and/or developed long-term 1o promote rese;
Consumers / Clients Safety, privacy & dialog [Warranty coverage % hat of your products is covered by a warranty?
Consumers / Clients Safety, privacy & dialog Quality insurance YIN Do you use an ished third-part to manage the quality assurance of
Consumers / Clients Safety, privacy & dialog Quality audit coverage % 'What percentage of suppliers undergo regular quality assurance reviews or audits?
Consumers / Clients Safety, privacy & dialog Client claims, feedback and YIN Do any of the following relate to for customers to provide feedb|
Consumers / Clients Safety, privacy & dialog Client YIN [Which of the following applies to your business with respect to customer satisfaction and
Consumers / Clients Safety, privacy & dialog Privacy YIN Does your company have any of the following to address data usage and privacy issues’
Consumers / Clients c and social YIN Does your company publicly share about your social or perforr
Consumers / Clients c LCA resuits i YIN If you produce life cycle analyzes of your products, do you icate the results to
|Consumers / Clients C Products end-of-life options’ YIN Does your company i i about recycling and end-of-life options

Figure 78: Detail of SP&L impact categories and metrics
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Metric description

Evaluation rationale

Calculation method

Percentage of women in total workforce

o

2 | 3 4
20 OR 96 anan 30 OR 90 arfan 40 OR 75 aran 45 OR 60 ar

r!(ween 50 and

Industry-specific

Nb of women / Total

Percentage of employees who are 50 years-old and older Depends on country Representation Nb of employees over 50 / Total employees
Percentage of employees who are between 19 and 26 years-old (youth) Depends on country Representation Nb of employees 19-26 / Total employees
Percentage of [non-National] in total workforce Depends on country Representation 1 - (Nb of employees that are nationals) / Total employees
Share of who are part of one of the workers" category 0% | 0%to3% | 3%to8% | 8%to10% | Above 10% D Nb of workers / Total
Percentage of who have a disabled status Depends on country P! Nb of disabled workers / Total
Nb of employees 19-26 who have a permanent contract / nb of
\Workers who are between [ 19 - 26 ] and have a a permanent contract 50 or less 50 to 60 60 to 75 7510 90 90 to 100 Coverage employees 19-26
Nb of employees over 50 who have a permanent contract / nb of
Workers above 50 years-old with a permanent contract 50 or less 50 to 60 60 to 75 751090 90 to 100 Coverage employees over 50
More than Nb of disadvantaged workers who have a permanent contract / nb of
Di workers who have a a contract 0% 0% to 3% 3% to 8% 8% to 10% 10% Coverage workers.
Nb of disabled workers who have a a permanent contract / nb of
Disabled workers who have a a permanent contract Depends on country Coverage disabled workers
(Total employees with a national contract - National employees who
have a a permanent contract) / (Total employees - national
Non-national workers who have a a permanent contract 50 or less 50 to 60 60 to 75 7510 90 90 to 100 Coverage employees)
ge of non-National Depends on country D 1 - (Nb of nationals that are / Total
1 - (Nb of nationals that are part of top management / Total top
Non-National in the top. Depends on country D )
1~ (Nb of nationals that are part of management / Total
Non-National share of Depends on countr )
‘ ‘ ‘ More than Disadvantaged workers that are managers / Total management
Share of management who were initially part of the "disadvantaged workers" category 0% 0% to 3% 3%1t08% | 8% to10% 10% Representation
\Workers with a disability: share of management Depends on country Representation Managers with a disability / Total management
1 - (Nationals who are part of a workers committee / total workers
Non-National in worker's Depends on country D
‘ ‘ ‘ More than Disadvantaged workers who are part of a workers committee / Total
Representation of "disadvantaged workers" within workers' committees 0% 0% to 3% 3% to 8% 8% to 10% 10% Representation workers committee
Workers 18-26 who are part of a workers committee / Total workers
Youth representation in worker's committees Depends on country Representation committee
Workers 50+ who are part of a workers committee / Total workers
|50+ years old in worker's Depends on country D i
Workers with a disability who are part of a workers committee / Total
\Workers with a disability: in worker's Depends on countr: workers committee
Equal opportunity policy or practices in place Non existent | _Formalized Inplace _|rovement iterati _Reporting Maturity Level Equal opportunity policy or practices in place
Disability and inclusive policy or practices in place Non existent | Formalized Inplace _|rovement iterati _Reporting Maturity Level Disability and inclusive policy or practices in place
Share of women workers with a contract 75 90 to 100 Coverage Women who have a contract / all women
Women who are part of the shareholders Less than 10 |t less than 25 Can 35 OR 85 arfan 50 OR 60 argtween 50 and Industry-specific Women who are / Total
\Women in the top Less than 10 |t less than 25 Can 35 OR 85 arn 50 OR 60 arptween 50 and Industry-specific Women who are in the top / Total top
Share of women in management Less than 10 |t less than 25 Can 35 OR 85 arfan 50 OR 60 aretween 50 and Industry-specific ‘Women who are in management / Total management
Women representation in workers committees and representation jan 30 or 80 andan 35 OR 75 arpn 40 OR 70 arfan 45 OR 65 aran 50 OR 60 ar| Industry-specific Women who are in workers | Total workers
Maternity | Matemity & | Extendable Policies for parental leaves: processes & benefits in place
Policies for parental leaves: processes & benefits in place Non existent leave paternity leave | parental leave Maturity Level
(Average men managers salary - average women managers salary) /
Gap from pay equality based on gender in % in 15 & higher 10to 15 1to 10 Below 1 0 Gradation towards equality Average men managers salarn
(Average men non-management workers salary - average women
non-management workers salary) / Average men non-management
Gap from pay equality based on gender in % for non-management workers 15 & higher 10t0 15 11010 Below 1 0 Gradation towards equality _|workers salary
Share of employees paid the living wage Less than 40 | 40 to 60 60 to 80 80 t0 100 100 Coverage Workers paid the living wage / Total employees
Living wage against current wage Depends on country Representation and Gradation towar Average worker salary
Workers with access to medical and healthcare services provided by
| Access to empl provided medical and services beyond regulatory deman 01020 20 to 40 40 to 60 60 to 80 Above 80 Coverage employer / Total
Percentage of employees participating in “best practice” heaith and well-being Employees participating in ‘best practice” health and well-being
programmes (e.g. sport, meditation, etc) 01020 20 to 40 40 to 60 60 to 80 Above 80 Coverage programmes / Total employees
Absenteeism Rate Depends on country Industry-specific Absenteeism rate
Percentage of trained employees (beyond Health & Safety) 0to10 10t0 20 20 to 30 3010 50 Above 50 Coverage Trained employees / Total employees
No positive Little positive Some positive | Plural positive Alot of
effect effect effect effects positive effect
observed (0 observed (2 | observed (3 | observed (4 Positive effects of training observed
observed (1
of the training and development through increased revenue, productivity boxes box checked) boxes boxes boxes
gains, employee and/or internal hire rates. checked) checked) checked) checked) | Scope of observed positive effect
Workers 19-26 who are trained by senior workers / Nb of employees
Share of youth (19-26) trained by senior workers Depends on country Coverage -
Workers who are between [26 - 50] and have a a permanent
\Workers who are between [27 - 50] and have a a contract 50 or less 50 to 60 60 to 75 75 t0 90 90 to 100 Coverage contract / Nb of -
Average job tenure 1t02 2t04 4t05 5t07 7 years + Industry-specific Average job tenure
Average of employees promoted yearly Less than 5 5t08 81010 10t0 15 15+ Industry-specific Nb of employees promoted / Total employees
Percentage of benefitting from a pay early Less than 5 5108 81010 101015 15+ Industry-specific Nb of who received a raise / Total
Average employee turnover (yearly) Depends on country Industry-specific Average employee turnover
Nb of employees passing on their know-how / Nb of employees
(Of which) Number of employees committed to, and passing on their know-how 50 or less 50 to 60 60 to 75 75 to 90 90 to 100 Coverage mobilizing advanced technical skills
| Average seniority of mobilizing know-how (in years) 1to2 2to4 4105 5t07 7 years + Industry-specific Average seniority of mobilizing know-how
Has the i policies to prevent Non existent_| _Formalized Inplace _|rovement iterati _Reporting Maturity Level Policies to prevent
Has the p for migrants Non existent | _Formalized Inplace |rovement iterati _Reporting Maturity Level Procedures for integrating migrants
Has the organization developped policies in Place to Protect Cultural Heritage years-old { Non existent | Formalized Inplace _|rovement iterati _Reporting Maturity Level Policies in place to protect cultural heritage
Percentage of workforce hired locally 25 75 100 Coverage Percentage of workforce hired locally
Has the organization developped policies on local hiring? Non existent | Formalized Inplace |rovement iterati Reporting Maturity Level Policies on local hiring
Percentage of spending on locally-based suppliers Less than 5 51010 10 to 20 201050 | More than 50 Industry-specific Percentage of spending on locally-based suppliers
Has the i policies related to property respect moral al Non existent | Formalized Inplace  |rovement iterati _Reporting Maturity Level Policies related to property
Has the developed education initiatives? Non existent | Formalized Inplace _|rovement iterati _Reporting Maturity Level Community education initiatives
Has your company designed, signed and a code of conduct, integrating the| No NA NA Yes Binary (Y/N) No filled by ot via survey
Has your company signed, and at least partially implemented measures in alignment wit Non existent | Formalized Inplace |rovement iterati _Reporting Maturity Level No calculation: filled by headquarters, not via survey
Has your company set up one or more partnerships and/or initiatives related to the SDGY Non existent | Formalized Inplace _|rovement iterati _Reporting Maturity Level No led by not via survey
How does your company integrate social and envi into decision m No NA A A Yes Binary (Y/N) No led by not via survey
\Which of the following anti-corruption reporting and systems do you have? No NA A NA Yes Binary (Y/N) No led by not via surve,
Does your company have any of the following in place with respect to monitoring and repl No NA A NA Yes Binary (Y/N) No led by not via surve
Does your company implement any of the following ways of to progress and| NA NA NA Yes Binary (Y/N) No filled by not via survey
Has your organization invested in technical and technological solutions aimed at rationali Non existent | Formalized Inplace  |rovement iterati _Reporting Maturity Level No calculation: filled by headquarters, not via survey
Has your initiated and/or developed long-term partnerships to promote rese{ Non existent | Formalized Inplace |rovement iterati _Reporting Maturity Level No calculation: filled by headquarters, not via survey
What percentage of your products is covered by a warranty? 25 o less 25 t0 49 5010 74 75 t0 99 100 Coverage No calculation: filled by headquarters, not via survey
Do you use an ished third-party to manage the quality assurance of No NA NA NA Yes Binary (Y/N) No filled by not via survey
\What of suppliers undergo regular quality assurance reviews or audits? Less than 10 10to 49 50 to 62 6310 75 75 to 100 Coverage No filled by not via surve,
Do any of the following relate to isms for to provide feedb| No NA NA NA Yes Binary (Y/N) No filed by not via surve
\Which of the following applies to your business with respect to customer and No NA NA NA Yes Binary (Y/N) No filled by not via survey
Does your company have any of the following to address data usage and privacy issues’ No NA NA NA Yes Binary (Y/N) No calculation: filled by headquarters, not via survey
Does your company publicly share information about your social or environmental perfor No NA NA NA Yes Binary (Y/N) No calculation: filled by headquarters, not via survey
If you produce life cycle analyzes of your products, do you communicate the results to y¢ No NA NA NA Yes Binary (Y/N) No calculation: filled by headquarters, not via survey
Does your company systematically communicate about recycling and end-of-life options No NA NA NA Yes Binary (Y/N) No calculation: filled by headquarters, not via survey

Figure 79: Grading process per impact metric with associated calculation method

B) Evaluation Rationales

The SP&L totals seventy-two metrics, divided into six impact categories for workers, two

impact categories for the impact on communities, two impact categories for impact on society,

and two impact categories related to the impact on clients. Metrics are evaluated in terms of

social performance (1-5) following five evaluation rationales (see, figure 80, below)
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Figure 80: Evaluation Rationales Overview

1) National Representation

Some metrics cannot be measured the same from country to country. They have been adapted

based on local demographics and customs. For instance, the population in Madagascar is much

younger than in Europe, so the “% of employees 50 or older” should represent this gap. Those

metrics are country-dependent and we have developed independent tables per country in order

to reflect this. Evaluation intervals are thus adapted country to country.

No correlation between country representation data and organization representation data
Low correlation between country representation data and organization representation
data

Close representation between country representation data and organization
representation data

Exact correlation between country representation data and organization representation
data

Balanced over-representation between organization representation data and

organization data (within 10%)
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Ensuring living wage payments throughout value chains is deemed as a high priority for the
luxury industry. Chloé chose the Fair Wage Network referential to measure and evaluate the
payment of living wages for their suppliers. Fair Wage Network provides two levels of
evaluation for living wages: non-adjusted living wage (in this case, the individual worker’s
salary must fully cover the needs of his or her family), and adjusted-living wage (in this case,
the salary of the worker is added to other income earners in the family to cover his/her family
needs). In both cases, Fair Wage Network advises to take into account the needs of a typical
family composed of two adults with a number of children along the national fertility rate. Fair
Wage Network provides living wage levels at national, regional and city level in a majority of
cases.

However, for the SP&L, since we are aware that multiple standards are currently used within
(and outside of) the fashion industry, we created an evaluation process which enables brands to

provide their own data while evaluating living wages, see the proposed scale below:

1. Wages more than 10% below the adjusted living wage

2. Wages below the adjusted living wage (but no more than 10%)

3. Wages at adjusted living wage

4. Wages above the adjusted living wage but below the non-adjusted living wage

5. Wages at or above the non-adjusted living wage

2) Coverage
This set of metrics evaluate the level of access: to permanent contracts, to best practice well-
being programs and to training. The metrics are scored from 1 to 5 in a perimeter extending

from 0 (no access) to 100 (the entire workforce benefits from access).
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Three types of metrics are evaluated this way:

1. The metrics related to the access to permanent contracts by population type (women,
non-nationals, age factor, handicap status) in complement to the metrics evaluated in
social auditing (share of workers who have access to permanent contracts)

2. The metrics related to the access to “best practice” health and well-being programs
(metric aligned on the proposition from the Embankment Project), complementarily to
the social auditing metric of access to basic
medical care, and training

3. The metrics related to training: for instance, the share of trained employees metrics
which are complementary to social auditing’s metrics regarding the risk-based training
offer.

Evaluation example: this is how we evaluate permanent contracts for women.

3) Gradation towards equality
Are measured with the “gradation towards equality” rationale metrics that reflect the gap (or
lack thereof) in practices depending on worker’s profile and characteristic (ie gender, age, etc).
For instance, the gap between men’s and women’s salary for a similar job position with similar
competences and experiences. Evaluation example: this is how we evaluate the lack of pay gaps
Pay level evaluation: Metrics related to wages are evaluated mobilizing a range from 0
(unequal, or partial pay level) corresponding to grade 1 out of 5, to 1 (equal, or fully
corresponding pay level) corresponding to a grade of 5 out of 5. 1 corresponds to a total

inequality and non-match, while 5 corresponds to a total parity and a best practice.
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4) Maturity Level
This evaluation rationale is relevant for the evaluation of the implementation and level of
advancement for policies, programs and initiatives. We consider a positive practice the
deployment of initiatives and policies with improvement iterations, and best practices when
there is an associated reporting for transparency enabling comparison over time in order to
further improve practices. Size rule: the maturity metrics are only evaluated when the

organization has more than 30 workers.

Case Assoclated
Grade

= Policy, program or initiative does not exist 1
* Mo actlons are taken

= Policy, program or initlative has been defined 2
or outlined bt is not yet fully in place

= Mo action is taken, or an action is taken
without reporting or monltoring

= Policy, program or initiative is fully In 3
place and communicated to stakeholders

* Mo action is taken, or an action is taken
without reporting or monitoring

= Policy, program or initiative is fully In 4
place and communicated to stakeholders

= Actions are regularly taken to Improve
the Impact of the policy, program, Inltiative,
but no regular reporting is in place

= Policy, program or initiative is fully in 5
place and communicated to stakeholders

» Actlons are regularty taken to Improve
the impact of the policy, program, Inltative,
but no regular reporting is In place

Figure 81: Means Maturity Grading Proposition

Beyond means, we also created a rationale to evaluate ends when it comes to training initiatives:
when one or several positive and correlated effects can be observed, a multicriteria choice
creates the possibility for organizations to select one or several option (for instance when it
comes to effectiveness of training: increased revenue, productivity gains, employee

engagement and/or internal hire rates, which are then verified through data verification
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processes). The scope of observed positive effects is rated from 0 (no positive effect observed)

to 5 (plural positive effects observed and registered).

5) Binary

In some cases, a binary evaluation method can be used for metrics related to the existence and
implementation of inclusive policies (gender, disability, diversity and inclusivity), especially
for impact categories such as local communities, society, and clients. The grading process is
the following: the application of a binary analysis (yes/ no, existent/non-existent implemented/
not implemented) with a grade being either a 1 (no) or a 5 (yes). This is only relevant whenever
a gradual evaluation is either non relevant or not feasible.

Example: Has your company designed, signed and implemented a code of conduct, integrating

the social and environmental dimensions?

C) Mandatory data

Through the data collection process, a majority of the data is mandatory and must be completed

by production sites (see, figure 82, below)
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Mandatory Yes \Workers Diversity & Inclusion Gender

Mandatory Yes \Workers Diversity & Inclusion |Age

Optional Yes Workers Diversity & Inclusion Age

Optional Yes Workers Diversity & Inclusion Nationality

Optional Yes \Workers Diversity & Inclusion Disadvantaged workers

Mandatory Yes Workers Diversity & Inclusion Disability

Optional Yes Workers Diversity & Inclusion Permanent contract 18-26

Mandatory Yes \Workers Diversity & Inclusion Permanent contract 50+

Optional Yes Workers Diversity & Inclusion Permanent contracts formerly marginalized & priority workers

Optional Yes Workers Diversity & Inclusion Permanent contracts disability

Optional Yes \Workers Diversity & Inclusion Permanent contracts non-nationals

Optional Yes \Workers Diversity & Inclusion Non-national shareholders

Mandatory Yes \Workers Diversity & Inclusion INon-national in the top

Mandatory Yes \Workers Diversity & Inclusion Non-national share of management

Optional Yes Workers Diversity & Inclusion Formerly marginalized / priority workers share of management

Optional Yes \Workers Diversity & Inclusion Disabled workers share of management

Optional Yes Workers Diversity & Inclusion Representation in workers committees / nationality

Optional Yes \Workers Diversity & Inclusion in workers 1 formerly

Optional Yes Workers Diversity & Inclusion in workers 1 youth (18-26)

Optional Yes \Workers Diversity & Inclusion in workers i 150+ years-old

Optional Yes \Workers Diversity & Inclusion Representation in workers committees / disabled

Optional No Workers Diversity & Inclusion Equal Opportunity policy (Nor policy)

Optional No Workers Diversity & Inclusion Disability and Inclusion policy

Mandatory Yes Workers Gender Equality. PPermanent contract / gender

Mandatory Yes Workers Gender Equality Women shareholders

Mandatory Yes Workers Gender Equality Top management / gender

Mandatory Yes Workers Gender Equality Mangement / Gender

Mandatory Yes Workers Gender Equality. in workers / gender

Optional No Workers Gender Equality Parental leaves

Mandatory Yes \Workers Gender Equality Management pay gap / Gender

Mandatory Yes Workers Gender Equality Workers pay gap / Gender

Mandatory Yes \Workers Living Wage Share of employees paid the living wage

Mandatory Yes \Workers Living Wage Current workers wages against living wage

Mandatory Yes \Workers Well-Being Access to additonal medical and care services provided by employt

Mandatory Yes \Workers Well-Being in well-being and services

Mandatory Yes Workers |Well-Being i

Mandatory Yes Workers Training Training scope

Optional Yes \Workers Training Effectiveness of training

Optional Yes \Workers Training Intergenerational training - Mecenal training

Optional Yes Workers Job Quality PPermanent contract 26-50

Mandatory Yes Workers Job Quality Job Tenure

Mandatory Yes Workers Job Quality Promotion Rate

Mandatory Yes Workers Job Quality Pay progression

Optional Yes Workers Job Quality. Turnover

Optional Yes \Workers Training Transmission

Optional Yes Workers Training Seniority

Optional No Local C Policies to protect local D: prevention

Optional No Local C it Policies to protect local Migrants integration

Optional No Local Communities Policies to protect local communities Policies in place to protect Cultural Heritage

Optional Yes Local Communities Local Engagement Local Hire

Optional No Local Communities Local Engagement Policies on local hire

Optional Yes Local Communities Local Engagement Spending on locally-based suppliers

Optional No Local C Policies to protect local propert,

Optional No Local C i Policies to protect local Education Initiatives

HQ only Society Public commitments’ Implementation of a code of conduct

HQ only. Society Public commitments Sustainable Development Goals

HQ only Society Public commitments Initiatives and partnerships related to SDGs

HQ only Society Public and social performances integrated into decision-ma

HQ only Society Public i | Anti-corruption practices

HQ only Society Public i Anti-corruption prevention systems

HQ only Society Contribution to Development Contributions to economic development

HQ only Society Contribution to Development Technical and technology development

HQ only Societ Contribution to D Research

HQ only Consumers / Clients Safety, privacy & dialog Warranty coverage

HQ only Consumers / Clients Safety, privacy & dialog Quality insurance

HQ only Consumers / Clients Safety, privacy & dialog Quality audit coverage

HQ only Consumers / Clients Safety, privacy & dialog Client claims, feedback and suggestions

HQ only Consumers / Clients Safety, privacy & dialog Client

HQ only Consumers / Clients Safety, privacy & dialog Privacy

HQ only Consumers / Clients C 1 i and social performanc

HQ only Consumers / Clients C i i LCA results

HQ only Consumers / Clients @ i Products end-of-life options”
e Mandatory metrics rules: if mandatory metrics are not completed by the organization,
e Optional data rules: if optional metrics are not completed by the organization, they are

left blank and not taken into account when calculating the organization’s grade.
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e Scenario 1 — Small organizations (less than 30 workers): organization-specific metrics
such as «board representation» and «worker committee/union®, as well as metrics
evaluated in terms of maturity (policies, initiatives) are considered optional.

e Scenario 2 — HQ-only metrics which are not mandatory for suppliers

D) Evaluation Weighting rule

Aggregate score. Inside each SP&L aggregated score, the grade is calculated as the average of
the grades of each category.

Impact category score. Each impact category is evaluated independently, and will have one
individual grade. This means that every category has initially the same weight, no matter how
many metrics are in that category. To reflect the priorities within the fashion industry, after a
consultation, the choice of ponderation at the impact category level is to create a weighting
differentiation in favor of gender equality and living wage (2v1) compared to the other impact
categories, to reflect the industry priorities.

Metric score. At the metric level, the ponderation is of 1 between each metric and following

the same grading system.

The multi-tiers evaluation enables a visibility of nuances between impact categories, and
between individual types of practices (for example: gender equality, and within the gender
equality category: “representation on the board” has a score that might be different from the
performance score given to “share of women present on the board”’) which guides the choices

in terms of decision-making’s timeline and set priorities.

At the product level, where TO (operations), T1(assembly), T2 (manufacturing), T3 (raw

materials transformation) & T4 (raw material extraction) are represented and where every
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organization mobilized on a product is taken into account in the final aggregated score, the
ponderation is creating using the number of workers directly mobilized on the product
reference. The total aggregated score, taking into account all three sites of production, will be

divided by the total number of employees mobilized.

Applicable to companies with less than 30 employees Stakeholders Category Metric name
Yes \Workers Diversity & Inclusion Gender
Yes orkers Diversity & Inclusion Age
Yes Workers Diversity & Inclusion Age
Yes Workers Diversity & Inclusion Nationality
Yes \Workers Diversity & Inclusion Di workers
Yes Workers Diversity & Inclusion Disability
Yes \Workers Diversity & Inclusion Permanent contract 18-26
Yes \Workers Diversity & Inclusion Permanent contract 50+
Yes \Workers Diversity & Inclusion Permanent contracts formerly marginalized & priority workers
Yes \Workers Diversity & Inclusion Permanent contracts disability
Yes Workers Diversity & Inclusion Permanent contracts non-nationals
Yes \Workers Diversity & Inclusion Non-national shareholders
Yes Workers Diversity & Inclusion Non-national in the top management
Yes \Workers Diversity & Inclusion Non-national share of management
Yes Workers Diversity & Inclusion Formerly marginalized / priority workers share of management
Yes \Workers Diversity & Inclusion Disabled workers share of management
Yes \Workers Diversity & Inclusion in workers / nationality
Yes Workers Diversity & Inclusion in workers 1 formerly
Yes \Workers Diversity & Inclusion in workers / youth (18-26)
Yes Workers Diversity & Inclusion Representation in workers committees / 50+ years-old
Yes \Workers Diversity & Inclusion in workers / disabled
No Workers Diversity & Inclusion Equal Opportunity policy (Non-discrimination policy)
No \Workers Diversity & Inclusion Disability and Inclusion polic:
Yes Workers Gender Equalit Permanent contract / gender
Yes \Workers Gender Equality \Women
Yes \Workers Gender Equalit Top 1 gender
Yes \Workers Gender Equality 1 Gender
Yes Workers Gender Equalit in workers 1 gender
No \Workers Gender Equality Parental leaves
Yes Workers Gender Equalit pay gap / Gender
Yes Workers Gender Equalit \Workers pay gap / Gender
Yes \Workers Living Wage Share of paid the living wage
Yes Workers Living Wage Current workers wages against living wage
ves Workers Well-Being Access to additonal medical and care services provided by employ
ves Workers Well-Being in well-being and services
Yes \Workers \Well-Being
Yes \Workers Training  Training scope
Yes \Workers Training Eff of training
Yes \Workers Training training - Mecenal training
Yes \Workers | Job Quality Permanent contract 26-50
Yes \Workers | Job Quality Job Tenure
Yes Workers Job Quality Promotion Rate
Yes \Workers Job Quality Pay progression
Yes Workers Job Quality Turnover
Yes \Workers Training Transmission
Yes \Workers Training Seniorit
No Local Communities Policies to protect local D prevention
No Local Communities Policies to protect local communities Migrants integration
No Local Communities Policies to protect local communities. Policies in place to protect Cultural Heritage
Yes Local Communities Local Local Hire
No Local Communities Local Engagement Policies on local hire
Yes Local Communities Local Engagement Spending on locally-based suppliers
No Local Communities Policies to protect local communities Intellectual property
No Local C Policies to protect local it ion Initiatives
Society Public commitments Implementation of a code of conduct
Society Public commitments Sustainable Development Goals
Society Public Initiatives and partnerships related to SDGs
Society Public commitments and social per integrated into d
Society Public commitments |Anti-corruption practices
Society Public commitments |Anti-corruption prevention systems
Society Contribution to Development Contributions to economic development
Society Contribution to Development Technical and technology development
Society Contribution to D Research partnerships
Consumers / Clients Safety, privacy & dialog Warranty coverage
Consumers / Clients Safety, privacy & dialog Quality insurance methodologies
Consumers / Clients Safety, privacy & dialog Quality audit coverage
Consumers / Clients Safety, privacy & dialog Client claims, feedback and
Consumers / Clients Safety, privacy & dialog Client
Consumers / Clients Safety, privacy & dialog Privacy
Consumers / Clients |Communication surrounding sustainability Environmental and social performance communication
Consumers / Clients C LCA resuits
Consumers / Clients C Products end-of-life options

Figure 83: size criteria for data completion
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12.7 Step 5: performance visualization
The purpose of the visualization process is to guide decision-making towards optimization at
both lifecycle and value chain levels. Once the data is completed on the digital survey form, the
social data is directly evaluated and automatically translated visually on a dashboard:

e At the headquarters or operations level

e At the supplier level

e At the product level
The initial SP&L version mobilizes Google Cloud Platform (GCP), a Bl & analytics serving
dashboards for in-depth, consistent analysis in order to avoid mistakes and provide a consistent
analysis. GCP allows a real-time data processing, and constitutes an essential step in the
visualization process. An Excel file for input/output file in an effort to harmonize and centralize
all feedback and SP&L results from operations and suppliers.
While the SP&L does not cover decent working conditions itself through the process, but
focuses on positive impacts, the visualization includes audit score at every level: organization
and product through the completion on GCP or any social risk information or auditing

information.

The visualization offers a granularity:
e Audit score covering decent working conditions
e Overall performance score (aggregated)
e Score per impact category

e Score per metrics, with best practices and necessary improvement showcased.
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Other direct available information are: the number of workers mobilized by collection, the
number of workers mobilized by product reference (in average), and a List of references the

supplier has worked on — and link to access the visualization per product reference.

Through the first version of the SP&L approach was created a visualization tool which
synthesizes essential elements for decision-making and optimization, by creating the basis for
a multicriteria performance scoreboard, including certifications et audit scores, to facilitate

access, reporting and accounting.

WORKERS LOCAL COMMUNITIES
Crade Grade
5 - 5 —
5P&L SCORE T ]
4 — - — 4 — —_— —_—
31— - - - — _— 31— e o
ORADE - - - - — _ —_ e o
3.8 s § § § §E & o | —
1 - - - - - | — I I
]
Liviag  Job well Tralaing Cender  Diversity Falicies to protect Local
SOCIAL AUDIT Wage quality  -being Equity & Inclusian local commuaities Eagagement
SCORE
A TOF § TOF 2
Metrics Grade - Metrics Grade
1. Share of women workers wit... 5 1. Percentage of workfor... 5
PE??‘LL':[%EEI.E@T 2. Gap from pay equality based... 5 2. Has the organization... 3
1 2 3. Pay, unpaid, and maternity le... 5
4. Equal opportunity policy or p... 5
5. Vulnerable workers who hav... 5
LOCALIZATION BOTTOM & BOTTOM 2
Metrics Grade =« Metrics Grade =
1. Percentage of employees w... 1 1. Has the organization... 3
2. Disability and Inclusive policles 1 Z. Percentage of workfor... 5

3. Workers above 50 years-old... 1

4. Percentage of employees w... 1

5. Percentage of non-Mational... 1

Figure 84: example for an organization SP&L dashboard
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PRODUCTS SP&L SCORE

Organization SP&L Employee
Product Ref Listing Score per product
GRADE Supplier 1 3.8 356
3 . 8 Supplier 2 3.9 214
Supplier 3 3.7 104
SOCIAL AUDIT
SCORE Organization Audit
A Supplier 1 A
Supplier 2 A
Supplier 3 A

LOCALIZATION

Employees per product 5 3se

Figure 85: example for an organization SP&L dashboard

12.8 Taking Action

The aim with the SP&L was to provide additional insight for decision-making and to better
accompany change within our supply chain.

In that way, the steps to take after visualization are the following:

1. Communicate key information and results to suppliers

2. Define a capacity-building plan based on SP&L KPI with suppliers

3. Monitor change and organize yearly evolution monitoring

4. Train internal teams to ancitipate data collection, monitoring, and discussion with suppliers.
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The SP&L approach is by nature exploratory and evolutive. It is intrinsically meant to evolve
over time as socio-economic situation by country, regulations, but also industry standards such
as social labelling regarding social impact evolve. Living wage, which is one of the key item
measured in this methodology, has not yet a single international recognized standard.

The methodology will be regularly updated. Other key topics which we aim to include in a
future iteration of the methodology are value sharing, value distribution and value redistribution
which we aim to include in a “value chain partners” new stakeholder category. Further, current
progress in traceability will more than likely further the possibilities to get additional insight

and better manage positive social impact within supply chains.

13. Limitations

There are many inner-limitations as well as opportunities for future research which we observed
throughout our work, and will non-exhaustively list here: the SP&L approach provides a
framework for potential analysis of social value creation over time, which due to the timeline
we did not have time to test. This could prove to be an interesting way to rethink social return

on investment methodologies.

Further, additional time and insights could help understanding both how the SP&L helps
organizations systematically collect data regarding their own social practices, and how those
results evolve over time, with or without additional resource allocation or investment.

The possibility to monitor the results of tools such as the SP&L over time could create many

possibilities to assess capacity-building efforts’ efficiency.
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Further, an interesting outcome of this research could be to provide insights into value
distribution and redistribution between stakeholders, specifically at the product level. Many
organizations, for instance DEAL, place value distribution or redistribution not only as a factor
of value creation, but also as necessary intrinsic feature of business models seeking to control

and increase their social impact.

Lastly, the use of tools such as the SP&L within circular models (at the business model level)
and their deployment to aid product eco-conception while monitoring, and forecasting product
and collections’ impact could be useful to the fashion industry, and perhaps beyond the fashion

industry.

The articulation between and use for, tools such as the SP&L to further strategic evolution and
integration of CSR, control and efficiency modalities within their business models can take
plural forms, and perhaps should systematically be analysed from a stakeholder interaction
perspective, as, as Cecilie Thornsmark, CEO of the Copenhagen Fashion Week stated about
circular models within the fashion industry, "this kind of systemic change will require a
collective and coordinated push from suppliers, designers, brands and retailers across fashion’s

value chains.
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14. Critical perspective on the SP&L, from organizational
paradoxes, genealogical, social and data control

perspectives

Based on genealogy models (highlighted in chapter 6), and mobilizing a social and stakeholder-
centered perspective, in this sub-chapter we will further test the former hypothesis developed
in Part Il for the creation, development and development of a Social Profit & Loss (SP&L)
management tool within the fashion industry.

We will first analyze the integration of the SP&L within the managerial paradoxes
representation, derived from Smith and Lewis’ (2011) work in organizational paradoxes, before
analyzing the SP&L from a genealogical’ s perspective, derived from the research work
presented by Ghaffari (2013), question power imbalance and analyze the integration of the tool
within a stakeholder ecosystem, and lastly analyze the management tool mobilizing
Kaufmann’s (2019) data intelligence as a cognitive system proposition, as well as our own
proposal for a full cost and control system.

We hypothesize through the mobilization of those four perspective on management tools we
will be able to showcase and better analyze the main features of the SP&L, as well as its

implementation within a specific ecosystem.

14.1 The SP&L, from an organizational paradoxes’ perspective
First, we mobilize our visual interpretation of Smith and Lewis’ (2011) organizational
paradoxes (see, figure 86, below) to create a foundation to analyze Chloé’s SP&L integration

within a specific ecosystem (see, figure 87, below).
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Figure 86: Interpretation in situ of Smith and Lewis’ (2011) organizational paradoxes

Doing so, we find that from a strategic perspective, the identity, or belonging paradoxes and
questions mainly surround the capacity for a corporation, in this case Chlog, to redefine itself
and its business to model towards become a benefit corporation, or société a mission. This
strategic transition is made in a public way, with the communication of a raison d’étre, or long-
lasting strategic purpose “Women Forward. For a Fairer Future”. The communication of a
raison d’étre creates operationnal accountability, as every decision made must align with the
purpose that was communicated upon. The definition and redifinition of a business model and
the communication of a business prupose both creates and emphasize an apparent identitity
paradox for organization as to best align “purpose and profit”, and a belonging paradox as how
to define stakeholders, and how to distribute value amongst stakeholders.

Those initial paradoxes (identity, belonging) thus creates for Chloé apparent operational
paradoxes: first how to strategically and systematically integrate social and environmental
activity parameters within existing perimeters, in order to at least align, or in the best scenario

fully integrate social and environmental factors within activity and value creation processes?
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Secondly, for a human resource and corporate culture, how to translate a strategic redefinition
and purpose into work practices and narrative, through policies, resource management and
training for instance?

In Part | (Chapter 1 to 3) we linked utility-centered benefit corporation models to utility
accounting as a facilitation process for decision-making. We hypothesize that a utility-oriented
management vision was most of the time operated through utility accounting formats, and that
those formats were often adapted by corporations from existing financial accounting formats.
In Part 11 (Chapter 5 and 6) we further hypotheiszed that data management played an essential
role in managing operational information and supporting (or influencing) decision-making, in
alignement with operational processes. The dual and integrated use of data management
systems and accounting systems is often key to supporting decision-making — however,
inherenting identity, belonging, organizing and learning strategic paradoxes, the activity
visibility and performance assessment processes equally inherit the paradox of “purpose and
profit”, meaning mainting and increasing operational efficiency while integrating new social
and environmental parameters as potential performance factors. This series of organizational
paradoxes in a context of strategic and operational redefinition and rework created the ground
to create a Social Profit & Loss approach, and find a way to access, translate and manage social
data throughout strategic and operational stages. In that way, and mobilizing this perspective,
we hypothesize that the SP&L appraoch is the result of a series of organizational paradoxes,
and is aimed to clarify a series of perceived trade-offs. Inheriting those strategic and operational
paradoxes, the SP&L essentially constitutes an access, translation and control tool for corporate

redefinition.
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Figure 87: Interpretation in situ of Smith and Lewis’ (2011) organizational paradoxes, highlighting the place

performance management tools hold in the process

14.2 The ideation, development and implementation of the SP&L,

from a genealogical perspective

We previously hypothesized that in order to clarify, and perhaps partially resolve, perceived
managerial paradoxes, the very first paradox that needs to be clarified is the “Identity or
Belonging” paradox, through a strategic definition of what the organization is (for instance,
clarifying a purpose through the process of becoming a benefit organization). The clarification
or redefinition then might inform and clarify both organizing and learning paradoxes, for both
operations management and human resources management.

Mobilizing Ghaffari’s (2013) work on a genealogical approach to management tools, we will
therefore first focus on the standard creation stage for the SP&L (see, figure 88, below), before

focusing on a three-stages genealogical approach (see, figure 89, below).
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Focusing on standard creation for management tools, means for Ghaffari (2013) to analyze “the
tool being built, and the main concepts and principles behind its creation”. Ghaffari (2013)
associates three stages to standard creation: first (1) a selection of a social reality or context
problematization, or in other words the social reality which enabled the creation and
development of the tool, secondly (2) the analysis of the translation mechanisms enabling
practices to be translated into performance, and thirdly (3) the analysis of the mobilization and
diffusion processes, or in other words the clarification of the networks enabling the
generalization of new measurement conventions.

In the case of the SP&L, we hypothesize that the contextual problematization has been the
formulation of three main questions within an organization in redefinition to become a benefit
corporation. First, a question that we can call “the access question”: how to collect and measure
social practices throughout value chains? Secondly, a set of questions that we can call “the
translation questions”: how to value social impact, and how to effectively invest our resources
in positive social impact? Thirdly, a question that we can call “the management and control
question”: how to consider and manage strategically and operationally social and environmental
impacts together? The SP&L, as management tool is the result of this tryptic of
problematizations in a strategic redefinition context for a fashion corporation. As a pragmatic
answer, the SP&L seeks to help collect (access), evaluate (translate) and visualize social data
on positive practices all throughout value chains, while insuring that social data is integrated
within (a) existing data frameworks and (b) performance and resource allocation strategic
frameworks.

The next step is to analyze how the SP&L came to formulate and propose a solution for
translating social practices into performance factors to be computed and analyzed operationally
and strategically. The SP&L complements existing performance assessment, including social

auditing which evaluates social compliance and practices associated with risk, and the EP&L
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which provides an overview of environmental performance per activity, choice of supplier, and
of material. The SP&L as a management tools has three main technical features, first it accesses
practices information through the use of a self-assessment, verified by a third party, entirely
quantified in order to then facilitate data computation. The second technical feature is an
evaluation process which enables the translation of quantified social data regarding potentially
positive impact in performance data, using a scale ranging to 0 (no positive impact) to 5 (best
practice), mobilizing and adapting existing international standards. Each practice and impact
category is being attributed a performance score, in order to enable and facilitate both macro
(performance overall, performance categories) and micro-analysis (performance linked to
singular social practices). The last feature is a translation in visual insights through the use of a
dashboarding tool to guide operational and strategic decision-making.

The third step is the analysis of the networks enabling the generalization of new measurement
conventions, of the networks and mechanisms of standard diffusion. In terms of initial network,
the SP&L was first and foremost a collaboration between the Conservatoire des Arts et Métiers
(LIRSA), the Institut Francais de la Mode (Chaire Sustainability IFM-Kering) and the fashion
brand Chloé. The tool was reviewed at two different stages (initial, and experimental) by an
external consulting firm, and two industry consultations were coordinated: one by the French
Fedération Haute Couture et de la Mode (FHCM) and another one was facilitated through
Textile Exchange for non-French and mostly US-based brands. The tool was communicated
upon in three ways: first, in 2021 and 2022, the brand issues specific and targeted press releases,
following which about twenty press articles were published in fashion-oriented press sources
(WWD, Business of Fashion and VVogue Business for instance). Secondly it was the object of a
publication on March 2023 on the e-commerce site of the brand, and on the LinkedIn page of
the brand, with both the methodology and the deployment formats made available for

consultation and for download. Thirdly the advancement of the methodology was documented
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upon through the brand’s sustainability-related reporting published on their e-commerce site.
In that way, we find that the diffusion effort for the SP&L was oriented towards both the fashion
industry, or networks of expertise regarding social impact (academics, B Lab, World Fair Trade
Organization, Doughnut Economic Action Lab, other brands actively working on social

impact), with a public mostly in Europe or in the United States.

Focus on Standard Creation

Selection of a social reality or
context

l

Analysis of the translation tool
(from practice to performance)

Analysis of the generalization,
mobilization and diffusion
processes

|

l

Analysis of the social reality which
enabled the creation and
development of the tool

Analysis of the tools used to
translate a social reality into a
language shared by stakeholders
and entities involved in a process

Analysis of the networks enabling
the generalization of new
measurement conventions

Contextual problematization

Translation

Diffusion

Set of three initial questions

1) How to measure positive social
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& to the EP&L
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deployment formats
Press Release (fashion press)
Communication of results via

reporting

Figure 88: standard creation in three focuses, derived from Ghaffari (2013)

Beyond standard creation and this initial analysis, we focus on three stages to map out the
genealogy of the tool, using the three steps identified by Ghaffari (2013). We propose to analyze
(1) implementation scope and (2) eco-systems (stakeholders) involved at each stage.

When it comes to the first stage (standard creation), we previously identified four main
rationales guiding the creation of new measurable performance factors (a): the definition of a
corporation as a benefit corporation, the aim to measure and strategically integrate positive
social impact, the aim to be able to compare and report on positive social impact, and the

capacity to strategically allocate resources. The stakeholders (b) or strategic ecosystem behind
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those rationales was a direct dynamic coming from the brand CEO, the creation over two years
of a Sustainability team and of a Sustainability Advisory Board, as well as an active
participation within the French B Lab Ecosystem.

The industrial rationalization stage for the SP&L can be assessed first in terms of progressive
implementation scope: the tool was tested within two activity segments (ready-to-wear and
shoes) for final assembly suppliers, and for a full product line (data collection from raw material
extraction suppliers to final assembly suppliers) of products in the context of a traceability
system implementation. In terms of ecosystem, the tool was deployed in coordination with the
production, industrialization, and social compliance teams when it came to contacting suppliers
and managing data collection processes. Further, the SP&L tool was implemented with the IT
team when it came to adapting and integrating the SP&L processes within existing data
processes (see, figure, 90).

When it comes to use, we can separate the full use potential (coming back to the management
tool as an actualized or unactualized potential), and the current implementation of the SP&L
within Chloé ecosystem. We find the full use scope of the SP&L would include four types of
capacities: resource allocation optimization, supplier monitoring and selection, product eco-
conception and advanced performance analysis. In the current ecosystem and following the first
implementation tests, the current use of the SP&L is centered around supplier performance

monitoring and supplier selection for specific projects.
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Figure 89: three main analytical frameworks, derived from Ghaffari (2013)
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Figure 90: Process and implementation of the SP&L within data management systems
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14.3 The SP&L within its Ecosystem: stakeholder and power
balance analysis

After addressing the strategic and operational genealogy of the tool in (A) and (B), we focus on
addressing the SP&L within a brand’s eco-system, maximizing the benefit for all stakeholders
through the production and marketing of fashion goods. In order to do so, we mobilize our
previous adaption of Kaufmann’s (2019) data intelligence cognitive system, to which we
previously proposed to attach a stakeholder analysis and visualization in order to reflect benefit
corporation’s goals and strategic definition (see, figure 91, below).

In the case of the implementation and deployment of the SP&L, we find that aside from
operations, controlling the process from the initial business environment and data collection to
the informed marketing of products through the use of the SP&L insights, there only a partial
coverage of stakeholders involved in the process. Due to the nature of the tool, value chain
partners and workers are directly involved at two stages of the process: data collection, and data
effectuation in the case where insights from the SP&L are shared with value chain partners, and
in the case where practices are monitored over time directly with value chain partners. Further,
depending on the diffusion and communication strategy, through the offer new business
products (eco-conception or features of the products informed through the use of the SP&L as
a management tool), the marketing of new products can involve and affect stakeholders such
as Society and Consumers if SP&L-related data is systematically and comprehensively
communicated upon.

Analyzing the SP&L as a management tool from a stakeholder’s effect perspective, we find that
stakeholders are only partially engaged in each stage, as the control mechanisms are effectively
centralized through operations, via operational processes, and aligned data management
processes. The use and implementation of the SP&L, by (1) collecting data regarding a series
of stakeholders, in connection with a series of stakeholders and (2) being part of an open-source
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and communication-driven effort enables to systematic consideration of a wider range of
stakeholders throughout the strategic and operational process, however, the SP&L as
management tool by itself does not resolve the question of power imbalance, or does not

addresses directly the question of value distribution amongst stakeholders.

Operations Operations | Value Chain Partners | Workers
Business Intelligence ! Data collection — Business Environment
Data Analytics Market

| |

Data Interaction ||
(Efficiency correlation verification)

Data effectuation > New business products

Operations
Clients
Society

Operations | Value Chain

Operations e,

Figure 91: adaptation of Kaufmann’s data intelligence cognitive system, with a stakeholder focus

14.4 The dual nature of the SP&L.: as a performance approach and
as a data and activity control management tool

In the first part of this sub chapter, we found that the SP&L as a management tool and as an
approach is derivative from a series of organizational paradoxes, and was created with the
expectation of clarifying a series of perceived tradeoffs.

However, the SP&L was also created to be integrated within data computing management
systems, which role is to enable and facilitate activity control and value creation from activity
and resource allocation control (Kaufmann, 2019). In other words, as a methodology, the SP&L
iIs meant to resolve the access and performance translation questions associated with the
strategic integration of social impact within decision-making, focusing on the translation

feature (Ghaffari, 2013). As a management tool, however, the SP&L is essentially an integrated
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control tool and data management tool, within a data management system meant to control and
optimize decision-making from an operational point of view (which can be translated to:
rationalizing activity).

The SP&L, as an approach and as a management tool, is therefore dual in its nature. However,
a risk in compartmentalizing the SP&L as an “either/or” (either an approach, or as a
management tool solely) would be to denature the tool and to provoke a significant loss of
efficiency in its application and use.

For instance, only considering the SP&L as a data management while not making the approach
evolve with regulations, strategic goals and throughout a corporation’s redefinition process
would be running the risk of making the evaluation performance standard obsolete, meaningless
and to ineffectively inform decision-making. However, only considering the SP&L as an
approach without using it as a data control and management mechanism within an existing
operational data infrastructure would hypothetically cause the risk of compartmenting social
data management from operational data management, making social data management a
perpetual external performance factor, sometimes associated with operational performance but
mostly considered as “other”.

We therefore hypothesize that in order to provide value, and to avoid any counter-productive
effects on decision-making, the SP&L must also be considered both as an ever-evolving
approach in order for the standards it may set to maintain relevancy for all stakeholders involved
in an communication, and be systematically integrated as a control mechanism within data
management frameworks in order to enable the strategic integration of social impacts within
operations and strategic planning. We further suggest that, if the SP&L was created out of a
series of organizational paradoxes and in the context of a strategic corporation redefinition
process, the SP&L should be mobilized in alignment and as an intrinsic part of operational

processes and data management processes in order to be able to provide value, as a
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rationalization process, as a resource management process and as decision-making facilitation

process.
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Conclusion

Throughout our research work, and while conceptualizing, testing, and deploying Chloé’s
Social Profit & Loss approach and management tool, we aimed to address how a business
management and data visualization tool could be developed and implemented to provide
additional means of access, translation and resources management, facilitate decision-making,
and overall help integrating social impact within strategic and operational frameworks.

We therefore explored how business management tools represent essential mechanisms for the
accountability and control processes that are essential to CSR management, and can help
integrating CSR within businesses.

We specifically studied the extent to which business management tools and data visualization
tools could enable companies to link back impact and value creation. Further, by analyzing the
SP&L intrinsic features, we explored the roles played by access (or measurement), translation
(or evaluation), and management leverage (or visualization), in fostering efficiency,
optimization and value creation when allocating resources.

Our research initial research questions were (1) centered the possibility to assess positive social
effects (2) throughout value chains, product lifecycles and per supplier choice, and around the
possibility to use a management tool such as the SP&L for (3) visualization in order to aid
decision-making, (4) optimization and rationalization and (5) rethinking value, and value
distribution. Our research work confirmed the initial hypothesis and led us further. In order to
answer those initial questions, we mobilized insights from utilitarian philosophy, management

tools sociology, critical perspectives on accounting, CSR strategic integration-centered
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research, and data intelligence research — with a constant focus on the place given to
stakeholders and stakeholder theory in each of these perspectives.

Becoming a benefit corporation creates a range of possibilities, from considering corporations
as liable moral agents towards redefining efficiency and performance in an inclusive way. We
found, that, as Mcintyre (1992) stated, the practical world of business is haunted by
unrecognized ghost, reiterative strategic questions explored within new ecosystems, through
new management means. In that way, we explored the way benefit corporations seek to adapt,
with a new vocabulary, a utility-based system in order to become utility-centered as well as
efficiency-centered ecosystem within a same strategic breath.

We explored benefit corporations with an organizational paradoxes perspective from Smith and
Lewis (2011) and modelized the intersection between identity, belonging, organizing, learning
and performance paradoxes throughout strategic and operational processes — highlighting the
role played by management tools and specifically by business management tools. We further
highlighted the intrinsic link between utility thinking (strategic) and utility accounting systems
(operational) in managing decision-making processes. We found that the main two evolutions
from Bentham and Mill’s utilitarianism is first the translation of the strategic thought process
from public to private environment, requisitioning the definition of value and value efficiency,
and the possible use of data management tools and system to effectively compute information
and guide decision-making through visualization propositions. We further found that this
rationale places management tools not only as “indispensable mediators” (Chiapello, 2013) but
also as value creation generators (Kaufmann, 2019) through their capacity to control, optimize,
predict, and rationalize operational processes and associated decision-making.

Enhancing the crucial role of data management tools, we emphasized that the fashion industry
is specifically marked by fragmented value chains and by a common focus on data control,

through priorities given to traceability systems, circularity approaches and eco-conception, all
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dependent on access and translation of social and environmental performances throughout value
chains. We found this to be a crucial rationale in the recent development and adaptation of
existing financial frameworks, such as P&L, by fashion brands, to integrate social and
environmental performance factors and translate them into value indicators. While the
adaptation and reinterpretation of frameworks is necessary, as neither data nor data
management are neutral, but heavily situated, we found that focusing on rethinking accounting
through translating social and environmental outcomes into value in an effort to solve the
externality issue presents many dead ends.

We suggest that a more efficient approach could be (1) to shift the focus from outcome translate
to full and inclusive cost control, and (2) to create a full control model for operations and
activity, which we presented in the form of a schematization. We believe that the use of a cost-
control and full control model, integrated and aligned on current big data management efforts,
could help strategically integrating CSR in order to outgrow the “trade-off” or “triple bottom
line” line of thinking.

We further suggest that a tryptic (1) inclusive and systematic data collection and computing,
(2) performance translation and visualization and (3) clarification within inclusive resource
allocation formats could greatly help integrating social and environmental factors within every
stage of strategic and environmental decision-making.

However, we also found throughout our research process a lack of focus and integration of a
stakeholder approach, either in strategic formats, or in data management systems. The absence
of strategic representation of stakeholders in both performance frameworks and data
management systems is a true limit to CSR strategic integration, as it makes the stakeholder
approach both invisible and unmanageable. We therefore suggest, and created for explanatory
models for, integrating stakeholders in data collection and computation processes in order to

systematically and strategically discuss (1) performance and (2) value distribution and
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redistribution for each stakeholder, and with each stakeholder in order to prevent further power
and control imbalance. In that way, we recommend to continue discussing the importance of
value distribution and inclusivity within strategic and data frameworks in order to further
integrate CSR within processes, business models and decision-making formats.

Lastly, by developing, integrating and open sourcing a Social Profit and Loss methodology and
management tool for the fashion industry, we were able to test our hypothesis and findings
throughout our research process, as well as to highlight the importance of evolving from a
defensive CSR (risk mitigation) towards a full control model, including the assessment of
positive social performance.

In full use, the SP&L approach, in alignment with strategic redefinition and fully integrated
within data processes and operational processes, with insights highlighted within resource
allocation models for each stakeholder, could represent a new step towards inclusive value
creation and distribution amongst stakeholder —showcasing CSR as it is: an intrinsic part of

activity and operations.

However, the present research represents only a perspective, a first proposition and a small
fragment of the research methodologies, technologies and industrial conversations needed to
create value chains with full visibility and traceability, to implement circular strategies,
optimize product conceptions from both social and environmental perspectives - and fully being
able to account for and thus being responsible for social practices throughout value chains.

Further work is needed to not only account for direct and long-term changes due to the
implementation of new integrated management and accounting solutions, but also to observe

the effect of their implementation within operations, and use within decision-making processes.
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We suggest that future should specifically focus on the way stakeholder approaches are
integrated, or are to be integrated, within integrated data management, operational processes

and decision-making processes.
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Abstract

This research aims to analyze the existing research on sustainability and social impact-related
measurement focusing on the fashion scope and using a comparative method. It aims to provide
an analytical framework highlighting the potential use of the existing methodologies at each
decision- making level. The environmental and social impact measurements were developed in
a two-step approach. Social impact measurement tool development seems to be slowed down
by the absence of universal standards, and by the lack of agreement around its definition and
applications. More recently, tools that link back social and environmental impact have been
developed to orient decision-making. Within the fashion industry, a search for more inclusive
tools with a potential for better data communication led to the creation of the environmental
profit &amp; loss (EP&L), relying on monetary translation. This creates a dynamic for the

development of future tools aiming at pricing social and environmental impacts.
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Introduction

As consumers’ expectations and preferences keep shifting towards more transparency, more
sustainability and less negative social impacts when choosing a product within an extremely
competitive field, there is a true opportunity and necessity for businesses to create products
with demonstrated social and ecological benefits, and equal pressure to back up their narratives
with coherent and holistic facts, metrics and numbers. Further, measuring social and sustainable
impact means gaining access to precise and extensive data about the entirety of the value chain
which proves to be a powerful tool directed towards strategic leadership in order to better
inform business decisions and optimize investments and logistics. In the Playbook for designing
social impact measurement (Reynolds and al., 2018), the use of data is deemed central to better
decide where to put resources towards solving social and ecological issues, emphasizing that
making social progress means using the right data to evaluate outcomes in order to separate
correlation from causation. With this research, the goal is to investigate and analyze the existing
research and findings on sustainability impact-related measurement and social impact-related
measurement focusing on the fashion industry and using a comparative method associated with
relevant case studies. The article aims to provide an analytical framework highlighting the
potential use of the existing methodologies at each decision-making level.

1. Exploring the gaps

This research will start with a comparison of currently existing measurement tools and
methodologies for environmental and social impact measurement, with an analysis of the gap

in research, in methodologies and in experimental implementations.

1.1 Intrinsic links and differentiation between social impact measurement and environmental

impact measurement

At first glance, the differentiation and gap created between environmental and social impact

measurement can seem surprising and even artificial given the way social and environmental
impacts are intrinsically linked in many ways. Social and environmental impacts are linked
when considering externalities in the economic research field, and when it comes to

international level contributions. The two terms are bound within sustainable development’s
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definition and goals: The United Nations’ Sustainable Development Goals name both climate
and communities-related categories within their seventeen goals. Two rationales may be linked
to this phenomenon. Historically, the awareness regarding the potential of social impact
measurement and assessment (SIA) appeared in the 1970s as a reaction to the research on
environmental impact measurement or assessment (EIA) which started in the 1960s : according
to Freudenburg(1986), the field of Social Impact Assessment emerged during the 1970s as a
response to new environmental legislation and this logic of action-reaction may help explain
the gap in definition, research, framework, strategies and applications when it comes to social
and environmental measurement. Pragmatically, there is a huge difficulty in social impact
measurement regarding the choice of appropriate instruments and indicators, the availability of
the right kind of data, and the associated level of objectivity. Meanwhile, measuring
environmental impact has been considered as science-based process with a high potential for

standardized indicators and data, easier to implement in practice.

1.2 A definition process marked by its scope and its politicization

The process of defining social and environmental impact measurement emerged from practical
economical reasoning: the measurement and evaluation of observed externalities or, in other
words, the need to evaluate the consequences of an industrial or business activity which affects
other parties without being reflected in market prices or without any compensation.
Globalization, the process by which businesses and other organizations develop international
influence or start operating on an international scale, has caused a segmentation in businesses
value chains at an international scale.

The impact measurement process is hence being made more difficult by the international scope
(including different levels of legislative or normative integration) and involvement of decision-
makers from both the public and the private sector with different interests and chosen languages
when it comes to social and environmental impact.

Definition as a very first step particularly constitutes an issue in the scope of social impact
measurement: a consensus around the mere definition of social impact measurement is far from
being agreed upon, leading to the development of a plurality of pragmatic approaches. Starting
at the very beginning, the scope of social impact measuring was closely linked to decision-
making processes and mechanisms, creating an additional challenge to the difficult task of
standardized definition. Freudenburg(1986) explained the creation of a research field
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surrounding social impact assessment as a reaction to emerging environmental legislation,
making social impact assessment an “hybrid, a field of social science and a component of the
policy-making process” with its main issue being “how best to incorporate scientific input in
what will remain largely political decisions.” As defined by the OECD (Noya, 2015), measuring
social impact means measuring the social value produced by organizations, including social
value creation and social return. However, there is a lack of agreement surrounding the exact
definition, and about the perspective, market and scale intended for the social impact programs,
creating variations in a very hybrid space that induces many challenges ahead. The European
Commission’s GECES (2014) directly counters the “one size fits all approach” to social impact
measurement, deeming that “no single set of indicators can be divided top-down to measure
social impact on all cases”. This non-existent cohesion surrounding social impact’s definition
creates a crucial dissention in pragmatic approaches and strategies in measuring social
externalities: either global approaches covering the spectrum of social impacts, or tailor-made
approaches.

The definition of environmental impact measurement and the establishment of its indicators
was a more straightforward process. The context of the first pictures of Earth taken from space
and the rise of international awareness around air and water pollution issues created a dynamic
for global cooperation as early as the 1960s. The creation of categories and indicators facilitated
the establishment of a common language and the organization of international conferences
around environmental impact starting in 1972 with the Stockholm Conference all the way to
the 2015 Paris Agreement.

1.3 The emergence of social impact measurement-focused research

There is an increasing interest from researchers in focusing on the combination of economic
and social impacts on market-based organizations. This emphasis is particularly evident in
social enterprises and hybrid organizations which combine social missions with market
approaches to solve global social problems (Battilana &amp; Dorado, 2010). The market-based
approaches that characterize a social entrepreneurial approach inherently involve measuring
societal impact and social performance (Grimes, 2010; Miller &amp; Wesley 11, 2010). Despite
this increased interest in the creation and measurement of social impact, measurement standards
appear partial and approaches appear heterogeneous, with a focus on social entrepreneurship.
The three streams of management research focus on corporate social responsibility (CSR),

social entrepreneurship, and the search for BoP (Base / Bottom of the Pyramid) strategies, born
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from the proposition that companies can exploit new market opportunities by selling products
to low-income market segments in emerging economies to generate profits while reducing
poverty. The focus is particularly on instrumental returns, individual, organizational,
institutional backgrounds and on the political activity of companies. Business management-
related research focuses on new market opportunities, new inclusive markets as well as the
development of new business models. Some research work has been done to catalog social
impact measurement initiatives, including a catalog of approaches of impact measurement by
The Rockefeller Foundation (Olsen et al, 2008), and a classification of thirty contemporary
social impact measurement methods by Maas and Liket (2011).

In that way, one can observe that the vast majority of academic research on social impact
measurement has been carried out to clarify and strengthen the action of philanthropic actors,
social enterprises and public actors’ initiatives in relation to positive social impact. Such studies
tend focus on both for-profit and non-profit organizations, but often exclude businesses willing
to create social impact programs and to monitor their social impact.

From a corporate perspective, the main managerial challenge with CSR is how to treat it as an
investment (Husted and Allen, 2007). The strategic link between CSR and value creation has
been explored in relation with expenses regarding environmental impact by M. Porter (Porter
and Kramer, 2011). Porter forms a distinction between responsive CSR (philanthropy,
donation), and strategic CSR, which creates an opportunity for shared value instead of charity.
Instead of simply redirecting profits to society, with strategic CSR, corporations identify which
social issues they can contribute to solve while creating value for their shareholders and

improving their competitive environment.

1.4 The development of practical tools and experimental methodologies

Despite the challenges, a plurality of investigative methodologies has been developed including
impact measurement tools. The OECD Policy Brief on Social Impact Measurement (Noya,
2015) has listed three main approaches to social impact measurement: positivist, critical and
interpretive, or in practice cost-benefit analysis, rating methods and auditing. Stanford’s
Spectrum of Impact Measurement Tool (Reynolds and al., 2018) includes a business analysis
process and an assessment by control groups, while Deloitte’s Social Impact Measurement
Model (SIMM) (Ellis and al., 2019), measures the impact of corporate investment and aims to

manage the translation of financial investment into social outcomes.
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In the case of environmental impact measurement, a plurality of methodologies has been
developed to support business decisions, with the fashion industry being a prime example of
this tendency. Within the fashion business scope, multiple measurement tools aimed to estimate
the environmental impact of fashion, including indexes, measurement tools and referencing
tools, have been developed over the past fifteen years. These tools have been developed as
working tools for the fashion industry practitioners and designers, with a focus on the product
level rather than on the system level, as Anika Kozlowski &amp; al (2009) remarked in their
classification of environmental-impact tools for fashion businesses 1 . Anika Kozlowski & al
(2009) classified the tool into three categories (or “archetypes”): assessment tools, participatory
tools (engagement of the consumer in the design process), and universal tools. The vast majority
of these tools is made to accompany designers throughout the design and product development

process.

1.5 Monetization, trade-offs and total assessments methodologies

The monetization of social and environmental impacts presents an opportunity to create a
common language around non-voluntary impact produced by organizations, language which
can be understood widely from investors to clients and communities. This methodology finds
its origins in externalities as theorized by Coase (1960) and Kapp (1969), and aims at reflecting
every impact into monetary terms in order to guide immediate and future strategic decisions.
The EP& L, or Environmental Profit & Loss Account was first developed by PUMA within the
scope of the Kering group. The methodology aims at monetarily assessing the company impacts
on environment by analyzing the organization value chain and correlating every activity and
transformation to their direct impact. This visual accounting tool with impact translation into
monetary value has been designed to promote environmental information related to the activity
of the Kering group and brands to the wider audience possible, and to guide decision-making
at a strategic level. This tool includes health as an indicator but refrains from including social
impacts.

However, the line drawn at social impact is beginning to fade. PricewaterhouseCoopers, who
worked on the methodology for the EP&amp;L, parallelly developed a new model including
both social and environmental notions. The Total Impact Measurement and Management
(TIMM) methodology was developed to be a decision-making tool for private companies’ board
members and high-level executives (Preston, 2013). The model considers four axes to create its
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complete impact picture: social impact, environmental impact, economic impact and taxes
impact. The TIMM functions on a trade-off’s basis, suggesting the variable impacts following
decisions. The attempt to assess both environmental and social impacts from a company’s
perspective is also claimed by the B-Corp Certification, the first certification which measures
a company’s entire social and environmental performance. Those business-oriented initiatives,
which include both social and environmental impact into their methodology, create a path for

innovations.

2. A comparison of existing tools and methodologies

The following section will include a comparison of existing measurement tools and
methodologies for environmental and social impact measurement within the scope of adoption
frameworks, in order to get a better insight of their level of maturity and use within

organizations, with a focus on fashion organizations.

2.1 Gaining visibility: the scope for social and environmental measurement tools

The two-step approach between the development of environmental impact measurements and
the later development of social impact measurement has generated structural differences in
audiences and adoption frameworks.

As a consequence of this long and heterogeneous development, targeted audiences for social
and environmental impact decision-making tools differ greatly. As seen on figure 1, social
impact measurement tools derive from policy briefs and recommendations crafted for
corporations’ strategic members in a context of a lack of clear and agreed standards. On the
opposite, environmental impact measurement benefits from a sixty-years old multi-lateral
work, allowing the genesis and application of international agreements, including the Kyoto
Protocol to the United Nations Framework Convention on Climate Change (UNFCCC) and the
Paris Agreement. If a plurality of tools has been developed for corporations to clarify and
eventually communicate around their social impact, no practitioner-focused tool or
communication tool have been yet integrated within corporations. The creation and first
applications of the EP&L shows potential to reach board members, practitioners and clients

alike.
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Policy Makers Companies Strategic Internal General
Governments Level practitioners & public &
Designers Clients

Social Impact | OECD Policy Brief on TIMM

Social Impact B-CORP

Measurement Social Capital's SIMM

EU Commission Spectrum of Impact

GECES' Proposed Measurement Tool

approaches to social Centre for social

impact measurement impact's decision-

United Nations’ making tool for social

Sustainable impact measurement

Development Goals
Environmental | Kyoto Protocol to the EP&L EP&L EP&L
Impact United Nations TIMM Higg Index

Framework Convention (FDS)

on Climate Change TED'S TEN,

(UNFCCC) (SDC) and

Paris Agreement (CT&R)

United Mations’ (NMA) (HIMSI)

Sustainable (MB), (CDT),

Development Goals (C2DC), (C2CAD

Figure 1: scope of targeted audiences for social and environmental measuring tools

2.2 Adoption frameworks for social and environmental impact measurement tools

Adoption frameworks illustrate how organizations develop and execute their plans for the
introduction of theories of change with a comprehensive approach, from initial assessment to
implementation. One can hypothesize that analyzing the place of social and environmental
measurement tools across an adoption framework might help us to better understand their level
of maturity and to show their potential overlap or complementarity. An adoption framework
differentiates four types of tools depending on their level of integration and maturity within an
organization’s decision making and implementation process, ranging from assessment tools to
steering tools. Assessment tools evaluate the maturity of strategy, program or product at the
adoption level, defining what existed prior and establishes the areas of progressions.
Measurement tools are data collection tools across the value chain in relation to the company’s
objectives. Decision tools are decision-supporting tools in order to manage the implementation.
Steering tools are tools supporting the implementation of the theory of change. Crossing the
adoption framework with the segmentation of a life-cycle analysis, a standardized assessment
method making it possible to carry out a multi-criteria and multi-stage environmental

assessment of a system over its entire life cycle, may give more insight regarding the
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exact use range for each social and environmental tool.

In the perspective of fashion corporations, there is visible opposition between tools restricted
to one function, and tools presenting the potential to accomplish multiple functions. The EP&L,
the B-CORRP certification, and the HIGG Index overlap between the four main features, whereas
the main designers-focused environmental tools are mostly steering tools for the sourcing,
design and manufacturing processes, and the TIMM sorely purely on providing decision-
making features for board members.

No solely social impact-focused tool can be associated with a fashion company’s adoption
framework, and no steering tool for fashion businesses seems to be available regarding social
impact measurement.

This reflects the state and level of maturity for social impact measurement tools and the related
research overall: in progress, experimental and in constant dialog with the work done for

environmental impact measurement.

Assess Measure Decide Steer
Sourcing EP&L EF&L EP&L (FOS) TED'S TEN,
B-CORP B-CORP TIMM (SDC) (CT&R)
Higg Index Higg Index (NMA) (HIMSI)
(MB) (CDT)
(C2DC) (C2CAD)
HIGG Index
Design EP&L EP&L EP&L (FDS) TED'S TEN,
B-CORP B-CORP TIMM (SDC) (CT&R)
Higg Index Higg Index (NMA) (HIMSI)
(MB) (CDT)
(C2DC) (C2CAD)
HIGG Index
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Manufacturing EP&L EP&L EP&L (FDS) TED'S TEN,

B-CORP B-CORP TIMM (SDC) (CT&R)
Higg Index Higg Index (NMA) (HIMSI)
(MB) (CDT)
(C2DC) (C2CAD)
HIGG Index
Storage EP&L EP&L EP&L HIGG Index
B-CORP B-CORP TIMM

Higg Index Higg Index

Retail EP&L EP&L EP&L HIGG Index
B-CORP B-CORP TIMM
Higg Index Higg Index

Use and coproducts

Recycling EP&L EP&L EP&L
B-CORP B-CORP TIMM
Higg Index Higg Index

Figure 2: Adoption framework for social and environmental tools following a fashion corporation life-
cycle analysis

Perspectives

Social and environmental impact measurements theories and methodologies have been
developed within a decade from each other, a gap which partially explains the two-step
approach we know when it comes to evaluating social and environmental impact. To increase
this gap, the access and exploitation of environmental-impact data for measurement
methodologies has been deemed easier.

As a consequence, the level of maturity regarding environmental impact measurement is higher
than the of social impact measurement. This translates directly within the fashion industry
scope, where the maturity of life cycle analysis is extensive and commonly done, and
environmental key performance indexes are easily set, as opposed to social key performance
indexes. It is also significant that the fashion business scope was an incubator for environmental
measurement innovation, with the development of monetary translation for environmental
impact, namely the environmental profit and loss account. The tendency for impact
measurement seems to be both leading towards the development of global or total impact
assessment tool, and towards the development of tools which facilitate decision-making at a
corporative or strategic board-level. This creates opportunities for new fields of research
regarding the monetary valuation of impact: either a more inclusive tool including not only
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environmental and health impacts but also includes social impacts, or respecting the approach
taken so far, a social profit and loss account which would complete a global vision of

sustainability measurement.
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Chapter 5: Traceability, Transparency & Greenwashing: highlighting growing drivers for

traceability & transparency in the sector, &amp: emerging challenges surrounding

greenwashing of garments

Introduction

The fashion industry has become a significant worldwide business based on lengthy and
geographically fragmented value chains (Richero et Ferrigno, 2016) The tremendous
environmental and social impact generated has progressively come into the spotlight (Niiniméki
et al., 2020) and in this context, traceability has been identified as an essential backbone to
advance sustainability in order to identify and mitigate these negative externalities (Garcia-
Torres et al., 2021; UNECE-UN/CEFACT, 2017). While intrinsically related, traceability and
transparency must be differentiated but addressed concurrently (Garcia-Torres et al., 2021).
Indeed, traceability is defined as the process “by which enterprises track materials and products
and the conditions in which they were produced through the supply chain to ensure the
reliability of sustainable claims” whereas transparency refers to “the relevant information being
made available for all elements of the value chain in a harmonized way allowing common
understanding, accessibility, clarity and comparison”, either between supply chains actors or
publicly. Therefore, transparency must rely on traceability evidence to back up sustainability
credentials (Kumar et al., 2017) and traceability must be supported by transparency frameworks
to enable harmonization and common understanding around sustainability communications.
With the current lack of regulations and the variety of disclosure initiatives (Mejias et al., 2019),
the sector has been particularly targeted for greenwashing in recent years. Defined as the

misleading advertising of sustainability credentials, greenwashing is contributing to false
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impressions of sustainability impacts and benefits, thus preventing advancement towards a truly
sustainable industry. Therefore, this chapter aims to consider the existing challenges (1) and
progressive drivers (Il) regarding traceability and transparency in order to accelerate

sustainability in the fashion industry.

l. Existing traceability, transparency, and greenwashing challenges in the fashion

industry

1. Traceability: Supply chain opacity and complexity

Due to globalization over the last few decades, supply chains in the fashion industry have
become distinctively fragmented and increasingly complex (Richero et Ferrigno, 2016)
including numbers of suppliers, indirect subcontractors, or traders from raw materials up to the
finished product at a global scale (Brun et al., 2020; UN Environment Programme, 2020). This
evolution has resulted in a loss of control, due to the extreme opacity for brands beyond their
direct suppliers. A recent global survey of 100 companies, including major fashion brands,
found that only 34% had traceability system in place, of which only half had visibility up to
“Tier 2” (covering stages of manufacturing and finishing of products materials) (UNECE-
UN/CEFACT, 2017).

& %
TIER 4 TIER 3 TIER 2 Final product
ranufaciuring and assermbly

Agriculture, farming. Row material processing Muaterial manyfacturing
extraction

Fig. 1 “Tiers” usually refer to the four main processing stages of the value chain (from raw

materials to the final product)

This complexity raises a major issue of data accessibility which is critical to mitigate negative
environmental and social impact. Indeed, recent evaluations showed that on average, life cycle
stages of raw materials acquisition and pre-processing as well as manufacturing stages such as
spinning, weaving, dyeing, and finishing account for major drivers of negative environmental

impacts (Quantis, 2021). In the same vein, a recent report identified highest risks on the social
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indicators at the fibre production stage (UN Environment Programme, 2020). Besides, labels
are usually restricted to certain aspects of sustainability credentials (Kumar et al., 2017,
Henninger, 2015) and social monitoring implemented within the first tiers (Fashion Revolution,
2021). More data is needed to provide a holistic understanding of the variety of sustainability
attributes and their respective impact reductions (Kumar et al., 2017). Accounting for emissions
and resources consumption toward all activities in the life cycle of a product, Life Cycle
Analysis (LCA) is a standardized methodology that translates such activities into environmental
indicators with the combination of primary data (such as the country where the manufacturing)
and secondary data from third-party databases or other sources (such as the country’s energy
supply). Therefore, access to specific data will likely influence t the representative accuracy of
the results. A recent study investigating blockchain traceability for LCA calculation, showed
that environmental impact varies up to 36% on the processing step for a fixed wool composition
with specific data compared to generic data provision (Carriéres et al., 2022). This high
variability rate supports the key role of traceability to enable meaningful impact measurement

and improvement actions.

However, the large amount of data collection and authentication required for such an effective
traceability requires the use of advanced technologies for assistance in these efforts (UNECE-
UN/CEFACT, 2017). Various technologies exist in support of traceability, such as cloud-based
platform including the use of blockchain, Internet of Things (lIoT) or physical tracer
technologies (Ahmed et MacCarthy, 2021) which is adding another level of complexity as
companies must carefully identify and select the relevant ones for their business needs
(UNECE-UN/CEFACT, 2022). For instance, cloud-based Software as Service (SaaS) digital
platforms are developed to facilitate data collection and sharing, whereas embedded tracers are
used for in-product materials identification to ensure authentication of origin (Ahmed et
MacCarthy, 2021). On the other hand, blockchain distributed ledged technology has been
gaining particular attention for data immutability and security (Agrawal et al., 2021). Besides,
such technologies are still in their early stages and further experimentations are needed to
explore how it can be deployed extensively to enable and support traceability and sustainability
at a large scale (Ahmed et MacCarthy, 2021). Several challenges remain to be addressed. In the
currently unregulated fashion environment, data confidentiality and privacy protection in fact
present impediments to information exchange and tracing (Garcia-Torres et al., 2021; Egels-
Zandén et al., 2015). Besides, digital traceability requires interoperability of existing systems
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to enhance information sharing (UNECE-UN/CEFACT, 2022) whereas numerous supply
chains actors are not yet digitalized and/or have different systems. Coordination between
existing initiatives, such as the Initiative for Compliance and Sustainability (ICS), a shared
platforms for social audits, or SEDEX Advance, another collaborative platform for ethical data,
is also essential in enhancing mutualization and avoiding duplication of information requests

with suppliers (Doorey, 2011).

2. Transparency: Information asymmetry and greenwashing risks

While companies are struggling to implement traceability measures, the industry is also seeing
the development of different levels of information in terms of reporting initiatives (Jestratijevic
et al., 2020). This form of communication, essentially positioned at the corporate level, aims to
translate and promote a brands sustainable efforts and best practices. A recent study
corroborating previous results (Jestratijevic et al., 2020) highlighted that if 98% of the 54 brands
reviewed were communicating their social and environmental commitments, little traceability
information would be displayed at the product level (Ospital et al., 2022). Information
communicated through promotional Corporate and Social Responsibility (CSR) strategies
based on marketing insights (Singh et Dhir, 2021) tends to reduce reputational risk while
enhancing the stakeholders’ perception of the business. This approach stimulates the risk of
creating a biased perception of a company’s social and environmental impact, with partial or
unaudited communication creating greenwashing risks, due to information asymmetry
(Akerlof, 1970) between the company and consumers. The Fashion Transparency Index is a
prime example: if 47% of major fashion brands published in 2021 a list of their first-tier
manufacturers, this figure dropped to 29% for brands publishing at least 95% of their
manufacturers. An in-depth case study on Nudie’s Jeans’ transparency policy illustrates the
risks of partial disclosure (Egels-Zandén et al., 2015). While in most cases suppliers’ names
and the audit’s main findings were published on the website, major non-compliances were
sometimes omitted as well as non-audited suppliers from the published information. While it is
understandable why managers were hesitant to disclose highly sensitive information, the case
study highlights that this exclusion can actually be perceived as greenwashing attempts.

The issue of transparency and greenwashing is also intrinsically linked to the veracity of
sustainability claims made by brands and defined as a “high-level statement about a
characteristic of a product, or about a process or an organization associated with that product”
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(UNECE-UN/CEFACT, 2022). The Changing Markets Foundation recently reviewed over
4,000 products from 12 fashion brands and highlighted that of the 39% of products marketed
with sustainability claims attached to them, 59% of their green claims could be qualified as
unsubstantiated or misleading (Changing Market Foundation, 2021). Furthermore, another
study found that even when brands promote third-party labels or certifications, consumers
lacked knowledge of these schemes or did not find them instructive with regards to their
purchasing decisions (Henninger, 2015). Therefore, numerous methodologies to evaluate
environmental impacts (such as the EP& L, or the Higgs Index ) and social impacts (such as a
recent SP&L tool) at company, value chain or product levels are currently being developed with
the initial aim of creating an additional support for informed decision-making. However, this
lack of standardization is critically preventing effective comparability and the development of
a normalized framework to evaluate both environmental and social impacts holistically. It is
also raising important greenwashing risks as suggested by the recently publicized case of the
Allbirds lawsuit (The Fashion Law, 2021). The plaintiff alleged that Allbirds shoes’ carbon
footprint assessment did not assess the environmental impact of wool production beyond and
prior to the manufacturing stages and thus excludes almost half of wool’s environmental impact.
Besides, use and end-of-life stages in product impact assessments essentially rely on secondary
data with limited representation, as suggested by the European standardization work (Quantis,
2021). Such evaluation must address linear business models through meaningful indicators
towards consumers, otherwise it will fail to tackle the crucial over-consumption issue in the

industry.

. Increasing drivers of traceability and transparency in the fashion industry

1. Accountability: From pressure to the potential of stringent requirements

In the meantime, with the multiplication of social and environmental scandals since the late
1990s and subsequent name and shame campaigns from NGOs and media, the pressure for
greater responsibility has been progressively increasing (UNECE-UN/CEFACT, 2022). This
dynamic has strengthened lately with public authorities and increasing policies towards more
accountability in business conduct. Over the last few years, several countries and regional
states, including the United Kingdom, France, California, the Netherlands, and more recently

Germany, have progressively adopted due diligence legislations, with the ambition to mandate
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companies of a certain turnover to implement processes that identify, prevent, mitigate, and
account for their impact (UNECE-UN/CEFACT, 2022). In line with this, the European
Commission has also recently adopted a proposal for a directive on corporate sustainability
due diligence regime to enable a level-playing field and to foster a large-scale improvement.
In the United States, the banning of cotton from Xinjiang due to the Uyghur scandal (Le
Monde, 2021) has been another precursor example and a further step has been taken with
release of the New York Fashion Sustainability and Social Accountability Act. The Bill
promotes greater commitment to sustainability in the fashion industry, through targeting big
apparel and footwear companies with more than $100 million in revenue and business in New-
York. For instance, it requires these companies to map at least 50% of their supply chain from
raw materials to market, based on prioritized risks. With legislative action such as this, the
regulatory framework does appear to be changing rapidly, as substantiated by the survey
findings of existing policies, regulations, and guidelines, conducted in UNECE’s recent report
(UNECE-UN/CEFACT, 2021). In this uncertain context, companies are also calling for clear
requirements and the last multi-stakeholder Cercle de Giverny forum in 2021 is an example of
collaborative initiative of multinational groups such as L’Oréal, KERING and Rocher, aiming
to promote policy proposals in favour of the operational deployment of systemic

CSR.

2. Transparency: From expectations to the prospects of communication standardization

In addition, the recent multiplication of lawsuits in the fashion and cosmetic industries attests
to the strengthening of allegation control, to ensure the veracity of the information being
communicated to consumers (The Fashion Law, 2021). Canada Goose, for instance, has been
recently pursued for false advertising regarding the trapping methods used to source the fur, as
claiming to adhere to “ethical, responsible, and sustainable sourcing and the use of real fur”
(The Fashion Law, 2021) In the same vein, a group of plaintiffs filed a class action lawsuit last
year against Shiseido in New York, alleging that its Bare Minerals brand of cosmetics falsely
advertised its products as “clean and conscious”, “pure” and “free of harsh chemicals”, due to
the presence of Perfluoroalkyl chemicals (PFAS) (The National Law Review, 2022). Indeed,
sustainability claims fall under the provisions of general consumer protection regulations,
except in case of specific legal requirements, and thus guidance has been progressively released

by institutions such as the International Consumer Protection and Enforcement Network
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(ICPEN), a global network of consumer protection authorities from over 65 countries, or the
Netherlands Authority for Consumers and Markets (ACM) (Webb, 2021). The latest created
and published five “rules of thumb” regarding environmental claims and has started
investigating businesses against these rules: nearly 70 fashion brands are known to be currently
under investigation (Webb, 2021). To be faced with greenwashing risks and potential legal
pursuits, some brands, including Asket or Reformation, have been proactive in demanding
tighter guidance and calling on the Federal Trade Commission to review its Green Guides,

outlining rules against greenwashing (Policy Collective Politically in Fashion, 2021)

Stringent requirements appear to be forthcoming. In France, following the adoption of the Anti-
Waste and Circular Economy law, a draft decree has introduced mandatory labelling of
environmental characteristics, such as the country where the products’ assembly, fabric’s
finishing and weaving took place. The draft decree also prohibits the use of terminologies such
as “biodegradable”, “environmentally friendly” or “any other equivalent”. The Climate and
Resilience law further announced the priority and enforcement of products’ environmental
labelling as mandatory for the textile-apparel sector, with several methodologies currently
being experimented (ADEME, 2022). A consultation on social labelling has also explored the
communication to consumers on the potential of social risks associated with the product’s
production and other positive social indicators such as know-how (Chanteau et al., 2022). At
the same time, since 2019, the European Commission has initiated the development of sectoral
category rules (PEFCRs) for the calculation of apparel and footwear environmental impacts
(Quantis, 2021), based on the wider Product Environmental Footprint (PEF) LCA
methodological framework (Quantis, 2019) which will have a direct impact on brands’

communication if becoming mandatory to communicate around environmental impact.

Conclusion and recommendations to accelerate sustainability

Traceability creates both organizational and technological challenges for corporations within
the fashion industry. These challenges are amplified by the ripple effect of the difficulties of
data collection within the value chain, creating issues in ensuring direct transparency and
moderating brands’ communication regarding the true quality of their actions and products.
Data collection challenges can also create asymmetry when fashion brands communicate partial

and unaudited information to consumers, which contributes to the greenwashing phenomenon
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currently rife in the marketplace. This situation also emphasizes the need for harmonization
when it comes to brands’ communication of sustainability attributes. With the growing number
of proactive fashion stakeholders demanding a clear regulatory framework for both data
measurement and communication, harmonization of accurate data and overall standardization
of technical information represent potential solutions. Brands must reduce their risks when it
comes to greenwashing in the short term by strengthening their data collection process and
using traceability tools as well as verification systems throughout their supply chains. However,
to accelerate sustainability, it is essential to actively consider the downstream part with the use
stages up to the product end-of-life, which tend to be an afterthought with secondary datasets
of limited representations. Business models should be properly evaluated through meaningful
indicators aimed and should tackle the over-production and consumption issues as a direct
environmental factor in itself. Traceability and transparency are still conceived and applied in
a linear manner, whereas they should be driven by a sustainability and circular strategy to

address the fashion industry’s negative impact on environmental and social wellbeing.
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Annex 3. SP&L Approach presentation and open-source page on

Chloé’s website

Menu Inside Chloé Q @ & Hho

APPROCHE SP&L

Vision 2025 : mesurer, évaluer et

visualiser notre impact social positif
tout au long de notre chaine de
valeur.

Chez Chloé, nous pensons que I'élaboration de stratégies et de plans
d'action commence par la mesure d'impact. Mesurer 'impace social
signifie micux comprendre les potentiels effets que les organisations
peuvent avoir sur leurs parties prenantes tout au long de leurs chaines
de valeur — de Pextraction des martiéres premiéres i la fin de vie d'un
produit. Nous sommes persuadé.e.s que mieux mesurer notre impact
nous permettra d'améliorer nos pratiques sur la durée.

SIAB 2N0A

Clest dans cette logique que nous avons créé Papproche Social Profit &
Loss (SP&L), une méchodologie développée en partenariat avee
I'Institut Frangais de la Mode (IFM) et le Conservatoire National des
Arts et Métiers (CNAM), et revue en externe par le cabinet de conseil
PricewaterhouseCoopers (PwC). Le SP&L est un outil de gestion qui
vise 4 intégrer I'impact social positif dans les rapports de performance et
les cadres comptables, aux cotés des critéres de performance
environnementale et financiére.

L'approche SP&L permet aux organisations de mesurer, d'évaluer et de
visualiser 'impact positif d’une organisation sur ses parties prenantes, et
de rédiger des plans d’action sur mesure pour apporter des
améliorations, immédiates et d long terme, 3 leurs propres pratiques
ainsi qu’ celles de leurs fournisseurs. Mobiliser Papproche SP&L
permet de mesurer I'impact des organisations sur leurs équipes, leurs
principaux fournisseurs, leurs salarié.c.s ainsi que les communautés
locales.
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COMPLEMENTARITE
AVEC LES OUTILS

https:/www.chloe.comffrichloe/femme/subhome/spl_section

27/06/2023 05:14 Approche SP&L | Chioé FR

W" ET RESSOURCES

£ D’EVALUATION
D’IMPACT

‘4/ w0y EXISTANTS

\ l\. EP&L : Lz développement de notre sppanche SPAL est woe premidre
wy itération inspirée de Tapproche EPAL (Environmeneal Profic & Loss), une
4‘%’ — méthodalogie piannidre crbée par Kering, qui permet 3 1a fois Mévalustion et
-y la valorisation de limpace environnementsl sout au long des chalees
> - d'sppe et des opé 22 sein de Nindustrie de b mode.

Awdin social : Tloutd SP&IL est congu pour compléter Taudic socal, wn putd
Sardiod @'éval de Ix cond ¢ régl € dés pratiqees
sociales, eavi les et Ethiques d'ane P

B Corp - L'outil SPAL s'inspire des travaus du B Lab, gui centific les B
Corporations, et 3 é2f créé dans le cadire de Tobtention du staeut B Coep par
Chiloé. Alin de faciliter M'sccs sux données sur Nimpact social posit, le
processus SPAL impligee une collecte syséeataque de données sociales
auprds des opérasions ot de fx chaline dspprovisionnement.

PRINCIPAUX
USAGES DE
L’APPROCHE
SP&L

1. Renseqgner et facslicer b prse de Sécamion en fouenicant
yysté germent des e wociales paralléh 3
Qaseres critéres de perfoemance, dand kes cadres et formats de

reparting et de cosmpashilité,

1. Surveilles et soceenir ks améliorasons des paatgess socales
au Bl du temps svec Jes fournsscans.

3. Ogeimines les conditns de création des produies poure garanir
aux cients une offte eragable et responaable.
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OPEN SOURCE

Chez Chlog, nous 5 p Moiquek f el
collshoration sont csentielles poss faire progreises lex peatigques
de Vindustrie. Nous svons créé le SP& L avee Tobjectil de faire
avances la discusieon collective aseour de Uimpace social posaeif.
La seédhodologse SPETL ot scs formats de mse en ceowe soot
donc en opes source,

Nous svons déerit ci-dessous les principales émapes pour abonder
11 méthodologie SPAL. Ces infi 100 sont partcadidrement
per posr s ong HOn Qui soubai micey
compeendre etfou metere en (euvre le SP&IL.

https://www.chloe_com/frichloe/femme/subhome/spl_section

27/06/2023 05:14 Approche SP&L | Chloé FR

ETAPES CLES

QL Organiser des audits sociaux

1. Caollecse et vérification de données sur Nmpace socisl posiaf
por les opérasoes ot les foursiseurs

1 Mesure et évalustion des pratsgees socabes posatives®

3. Visualisation des impacts sociaux positily, sinsi gee Mimpact
des lourssise urs et des produies

4. Isdyrason des eésuleats dans les rapports de performance et
forssats de comgpeabilité

5. Discusiaon sctour de s démarche et de ves résubtass avec les
rarties presantes, ot daboeation d¢ plans Jaction sar mesure
pour améSoeer leurs peatiques socisles positives

*Pout les emgloyé e ot ek fournmscurns - Qalict des genres,
diversité ex anch salire vital, | bien-tre ot qualisé
de l'emploi. Pour les coBectivieds locales : 1 créstion
Topportunieés locales, et la mise en place de politiques de
proeection des collectivitds locales (liste son exhaustive).
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AUDIT SOCIAL

Un prérequis 4 toute relatson commerciale avee Chlog ese le
respect du Code de Condate de Richemaont, Cet accond
s'applique également 3 ks sous-ersstance, au texeile, au cuiretdla
prodaction de produss semi-finis. Chioé se réserve le drost de
demander des sadints sociun par wn presatsire externe
indépendant, mobilisant le référentic] SMETA. La sseiure de
I'impace social positil complése e mesures su siveas de la
chadse Figpeovisionnement.

PROCESSUS DE
COLLECTE ET
DE
VERIFICATION
DES DONNEES

Nous recugillons des données d'impact social 4 Nsde d'un
kemulaire digitl & remplie par les Sguipes siess que par les
foursisesss, Ce loemalsire poree sur impact social posssil sur
deun catégories de parties prenantes employé e s disect.e.s et

Page 295|365



Approcne SFE&L | Lhioe Fix

indirect 2.5, et Comeunauets locales) ; huit catégonies d'impact

Egalité dex geares, saliare vital, & € et inclusi §

luen-fere, qualind de Vemplod, création d'opportunieds locales et
kst les £ bocales), 4 travers 72

¥ U L

métriguek.

Un processus de vérbcation par un cabinet de consell spécialisé
en audit socad sers ssené annuclicmens powr parantic Nineégrad
des données

MESURE ET
EVALUATION
DES IMPACTS
POSITIFS

Lévalaation des performances Simpact social positif ssobilive
une note allane de 11 5, (1) éeant be seveas le plus bay citané de
Prasagues posi et (5) rep Jess mesl
Trois scores sont systématageement sterbedc un scoee ghobal, un
scoee de catdgoeie d'impacs (sor 1'egalied des genees par exemple)
€t un scare de pratique individuclle (sir la représencation des
femencs dans be nunagement par excaple). Ces scores de
perfoemance dlispact positel fourscsent des informations et des
nuances sepplémentaires Jorsqu'd s'sgat de visualiver Nsspact
d'ste Grganisation sur se5 partics peenantes. Les donsées
collectées somt q Evaludes via une platelo de
Closd Computing. Vous trouveres id tostes Jes informatioes
nécessaires concernant je processes dimplémentation de vos
syst2mes informatigees.

Ressoorces : modile d'évaluation, GiHdb
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VISUALISATION
DES IMPACTS

Un oetil de pilotage et de visualisacion, li¢ 3 Touil d'évalussion,
foursat une visualisaton & plusicurs avesss de Megoct socal
posatil, y compris Timpace agrégé, Nmpact du lournssews et
Tamgact du produie. s visuslisation de Nmpact ot exsenticlle
poat facliner I prise de décuacn, ot poss sautenr les
foursssewrns lorsgu'il S'agit d"améliorer lears peatiqees sociales
immédiases, et 3 lorg terme,

Ressources : Schamataction de o visvalbol

nifrichloe/femme/subhome/spl_section

Approche SP&L | Chioé FR

INTEGRATION
DES RESULTATS

Te SPAL. vise 3 fomir Jes ressources sécesaires pour crées uns
hy:  anadyse de perfoemance malticriedre (sociale, enviconnementale,
| hnancére) et éeabilic des foemass comptables inedgrant limpace

social.

Le SP&L nous permet insdgrer des scares de performance
dlismpact socal posatifs qux cadres de reporting de performance
existants shn dobtenir des informations sepplésentaires sar
Nisspace gue les orpanisations ont & travers leues sceivieds, ex de
micux guider nos peoceisus de prise de décison.

Le SP&L fournit épaiement auy Orpanisations 5es soyens de

sl efficace diste et d long terme e
= des donpées qui pe éere valorsdes ex
manétide
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NOTE
METHODOLOGIQUE

Tap éthodologie d'spproche SPAL de Chloé peut étre trouvée
i La sote méthodolagique 3 &€ créde aprés une sevue par des experts, &1
4 faie Tobjet Sune revae complémentaire par PwC. Une concertation
indestriclle & &ué ceganisée en 2022, d par PuC et ls Fédératon
de 1a Haute Courare et de ks Made (FHCM).

Pour eowte queit notee sppeoche SPATL, son culs
mise en teuve de 1 méthodologie, vous pouvez notre Eguipe
Déved Durabie : inablity@chloe. com
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Annex 4. SP&L Methodology

Mi!thodology N q .

o ¢-:"‘,

Page 299|365



ACH SUMMA
4

I — FOREWORDS -

2 — SP&L APPROACH OVERVIEW
3 — STAKEHOLDERS & IMPACT SCOPE

SPAL APPROACH GUIDE 1.0 — PROCESS'AND STEP:

ANNEXES

|

{1 —

FOREWORDS

Page 300|365



FOREWORDS

We belseve ihai compankes foday aeed to take Mell accowatability for the impact ihey have on
all stalbeholders. We made a commitment fo shift our Maison towands @ parpose-deiven buasisess
model: Women Forward. For a Farer Futere. THi3 meany embracing social and eavironmental
sustainability 1a everythiag we do, by inbegrating social and eanironmental perfosmances at the
core of our besiness model and greater transpaseacy and scooenfabihity. We Believe that haviag
effective measwring syviems 19 essential to guide our ambition for contiaesus improvement. For
this perpose, we lauach cur aew Social Profif & Loss Approach [SPEL Appsoach). Developed over
the lasi twa years, The S4PL i3 a social performance measurementd, evaluabion and visualisaiion
methodology, and & decisson-makiag teol Focusiag on deiviag positive social perlosmance. By
providing new insights o impeewe i social impacis of both owr actmties and owr preducis,
the SF&L approach provides us with additsenal tools fo fether infegraie social impact inbe oue
Business model- and sdvance forward so that Chlo€ contiawes bo be a purposelel Porce for positive
change.

— Ritcarde Eellini, CEDQ & Fremdeal, Chiog

This first iferation of the 5F&L was creafed in a spiril of collaboration, and resalts from two
years of intensive work and parisership between Chlog, the lastitet Frangais de la Mode aad the
Coaservaioire Hational des Aris et Métiers. Taking respaasibility and accowntagilsty fer the impact
oar basiness has on people and commuaities 18 cenfral to Becoming & source of posstive change.
As women represent the majority of wosiers 1@ oar indusiey’s sepply chaias, it 13 especally
crucial for ns fo better understand and vissalize bow we can further participate in removing any
frontier which prevents women from reaching their fall pofential. The SF&L approach constitnies
a myeful foundation to betier monitor oo impacis on our stakehalders, and o betier accompany
our prodection partness bowards improving thesr own social practices. By pablishing the SFAL
Approach Methodology, we hope fo Porier contnbute fo the coawersation on social tmpact, and
o pariscipate to @ scalable and lasting change on topics such as gender equality and Niviag wage,
which are ¥ vital to onr indestry.

— Awde Vergae, Chiel Sostainagilicy OMicer, Chipg

The SF&L was the resalt of @ dynamic scademic and industry coaversation, which provided us with
the oppertenity te Tariher the scoentific coavesrsabion regarding the iategration of sacial impact
within benefit based business models in the fashioa indastry. Throaghout the coacepisen of the
SFAL approach, the role that masagerial acconating and new business management tools serve 10
impact related decision making was explored. We are prowd to coatrbute (o the discussion arcund
the mecessity to place soial impact as @ systemic facior for decissen making, by relinkang impact,
performance and value.

— Muimilde Asseman, Andrée.Aane Lemiem [IFM, IFM-Kenng Susiaisasility Chair],
and Fuilippe Durance |CMAM, LIRSA]
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ABOUT THE 5P&L APPROACH
YERSIOHN 1

FHILIFFE AGHIOHN,
ECOMOMIST, COLLEGE DE FRAMCE

“lam dalighced te pes Chiad fariherii core ambition
ta porlcively iafloence seciery chrough the pyptemaiic

FASCAL MONAMD,
ELECUTIVE FREHDENT, FEDERATION OE L&
HAUTE COUTUEE ET DE LA MODE [FECRM)

*N tha principle of e and din

imcluaian af aocial impect wichis icn akimy
precena. By providiog & syriemic  mesrsremest
ssd swvalewtlon pracess Par aoccisl ostcomes, the
devslopmani of ihe SPEL halpn g irade-offy,

I ww mow 8 caceporicsl lmparaive,
i v il mecwmpmary ic pet in plece sppropriste
and objective dewls snd meirics. Beth by i

I
xzd pa ipaian i cha ryei af pocisl
impaci wiihin ssceccary framewarks far deciics-

making.

[ piuslizacian sad by the eximed of s peieaiial,
ike FFAL deweloped wich Chlod within ihe Tremewerk
af M i ‘s ihsaia P aty im ikl

=
I an imp aad i

MATHILDE FERMAUT,
CEETIRICATION LEAD, B LAE FLANCE

“Chled’s work on racisl impaci masmeremani ihraogh
tha 5FEL smbadise ihe compenp’s commlimam ic
ontingon improvemsal, which they hed slresdy
demanrirsied wich ikeir 3 Corp Certification. dc B

CATEEINA DOCHID,
SUUSTAINABILITY ADWISOR AMD SEEME FOUNDER

“The FFAL ix sn sweeaiisl scep for mesrericyg ibe

impect of Mahics oo peag aad
apd I'm hesswred io beves Besn devalved in e
davelap Tha climsie  amerpancy

hay Terced ihe isduriry ta cremie inviremems
ier mavi

Lak, w8 mre cha ratl baiwean

burnsmen v o resl deiver al oy 5o, and

tharslces mupparl the apird In which ike HFAL
By wa fed”

impsct while lia secial
impect bar ssi recelved the suma sitsalion, gl
Chilei's plieassr werk on BFAL o & kay stismpi
ie fullll chiv pap shadding = Hphi on ike oeed for
ryrizmic socisl wn wwll oz
We i what wa -

MADINA RIVAL,
LINSA LABDRATORY, COMSERVATOURE MATIOM AL
DES ANTS BT METIERS [CHAM]

TAVIER EDMATET,
GEMENAL MAECTON, INSTITUT FRAKCZAIS DE Li

MODE [IFM]

“Tha LIRSA in preed ic ccll
ea ihe SFEL spprosch, & new etian

on mnd

"M my pe-cial
wiloa af aur

ia kay iz ihe reacsinsble

daal i an paritive secisl impecz,
nd aupE

P = F
purpeasiul sciioe. ”

DANIEL VAUGHAN WHITEHELD,
FOUMDEN, FLIR WiSE NETWORE

"W wra gled wi the Fair Weps Metwark ihei Chicd ha
amrted @ livieg wape jsumey, by commendap in 2322
& cortificwtica praceas wich cha Fuir Wage Ketwark in
plled mad Tar

W wre wvery prood of
ikin cellabaracian™
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SP&L APPROACH
OVERVIEW
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THE JOURNEY TOWARDS
CREATING THE SP&L APPROACH

Two years ago, Chloé degan the conception of
the SPAL (Soctal Profit and Loss) Approach.
The taol was aimed at systemancally
improviaz Chio#'s social impact, by better
mositoriag the effects o stakeRolders that
Bappen as the results of actions, activities
and 1mtiatives. As you cannot improve what
you canaot measure, the SPAL approach
Was created 1o order to access, evaluate
and visaalize positive social performance
all thromahont our valee chala, aad prodect
Ifecycles.

The rationale dediad this SPAL tool was
also to visualize together the social and
eawironmental impact of our activities,
partners and prodects, and to constder
oar financial, eavironmeatal and social
performances 12 an inclusive formal

With the SPAL we aimed to systematically
integrate sockal impact within an inclusive
resource allocatios analysis, in order

to factintate a decision-making process
which should always include social aad
eavironmental performance factors.

Chloé's SF&L reflects 1ts maaifesto and long
term commitment to uplift women, eradicate

aesder dased inequalities and promote
taclusivity tarough the creatioa of prodects
that have 2 positive tmpact oa peaple.

The SPAL 15 32 10dustry 3ad academic
collaboratica betweea Chioe,

the [nstatat Francgais de la Mode [IFM Kering
Sestainability Chair) and the Coaservatoire
National des Arts et Métiers (Intesdisciplinary
research ladoratory 1n actioa-omented
science). The tool was reviewed in 2022 by
PricewaterdouseCoopers (PwC) to ensare 113
methodological robastaess and adaptability.

An indastry consaitatioa coordinated by the
Fédératron de I3 Haute Couture ¢f de la Mode
(FEHCM) provided the aecessary industry
1asights to present the curreat open sourced
aethodology.

=
-

€S
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DEFINITION, PROCESS
& APPLICATIONE

The SPAL ix by definifion @ business
management beol, and an inbernal decisson.
making tool, which Jims o inbegrate posiinme
serial impacts inio perfoPmENCE FEpOFiing
and aCcountiag. alengside environmental
and financial performance Ccriteria. The

tool accounis for @ company’'s poxiiive

social impacis all throughout 1ty valee

chaim and product hifecycles. The SPAL
Approach was falor-made to beiter inform
and facifitale decision-making &y praviding

& more compreheasive social impact and
pErfarmance piciure of @ company's acinmiies
and prodBcis, in @ vacabulasy commoa o
ather types of performaade Cleria.

The methodelogy has Five maia meps: social
sudriing and decent praciices maaiteriag &
3 pre-requisice, potentially pasove secil
pEFlarmance measurenent, evaluation,
visualizaivon, and 3 data venficaiion process
in conselsdaie 3¢ final reswlis.

In_perms of scope, e SFAL approsch movers
operatiens [hexdguarters) and the supply
chain, and covers boil durect amd indirect
employment, in order (o e responsibulity,
account for progress, and improve social
mpact for all stakeholders igvolved in
preduction, sCtiviiies amd processes.

The resulis of e SPAL approach can be
visnalized at three bevels:

|. Company's activises

. suppliess

1. Frodecia

Lo ierms of uye, the SP&L was created foe
lashion brands, supgleers, 1ocial enieppries
and socual organisations who are aleeady
adwanced on decent working conditions
mEeniionng in (Rl own apply chains.

The tool was creaied for organizaisens

ihat asm bo sccess the Mall social pecture,
iacleding positive tmpact, of Chelr activities,
and Beiter manage their sacial ouicomes,
directly and over fime.

The resulis are aimed io be integrated:

= Wiilin company’s integrated repaming,
soounting formats

= Willin resources allscation eMcieacy
analysis

Cata collecied can be usell:

= k3 te bases for menrasng sepplier sacial
pracisces, capaciy-building and creating
imprevemeal plaas for suppleers

&3 @ basis for social invesiment efficiency
analysss (momiioring Changes in social
perfoPmance OVEr Me WREREVET MEDUPTES
mre albecabed)

Wiikin prodect aplimizaisen analyss
[relevant wiea data 13 provided [rom

Tier &, aperaisens, 10 Tier 4, w material
exiraciion]

For certification process sach as E Corp
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THE FULL ACTIVITY PICTUEE,

AND A PERSPECTIVE ON VALUATION

The iool was crexied bo enrich the picture of
tradifienal "cosi, charges and expeases™ PEL
social critessa by providing social posidive
performance and [ob quahty quasiifed
insighis. Integraced into regoriing and
accouating, those new iasighis are meant

io Betier inform and facilidaie decasson.
making whea if comes to resowrce sllecation,
twrgeded iavesimend for operations, asd
cupecry-buildiag withia the supgly chaia.

We chose not to mosedize social impacis
throngh the wse of fisamceal proxies or
valuation coeMicients [quantify positine
performance rather ibaa moaedize).

Eailer, by facilvianiag iSe sysiemanc scels
io quantified posriive 1ocial perlormance
data which can be compared aad moaitored
aver iime, ibe SPAL prowides wseful insighis
for decision-making, valwable aad valuated
whea iacleded 1n an investment gnd PESDURCE
aliocation analyws.

In that way. the SPAL approach provides &
diferent take on Social Reiwsa oo Investment
|SRO0) By creabing 1B necessry aad direcl
Eaxis Tor @ social anvestment effoeEncy
analysis, sesource allocation opiimization
evaloabion and Torecasis.

The approach direcily enabbes:

I. The imiegration of new performande crileria
i Tully quaniified perfosmance reviews
of acoivities, celleciiens aad pradacis.

I. & systematized sesonrce allocation
opiimizaEtion and maximization analyms,
ussessing and aniscipuling the eMcieacy of
resources. The SPAL appresach Tacilitates
the assessment of the effcsency of
resaurces slkscatioa through moniionng
performance resulis, derecily aad aver
time, snd systematically relinking social
valwe cresiion i lavesiment eMoiency.

The buxiness masagement ool caa alsg

provide the seceisary dala Tae

|. Rzfura on [largeted) social snvestment
over fime Tor capacity-Bailding eMorts,
if resource allocation and associabed
capacity-Eilding are monriared over
time, and in correluiion Wil operation
EMicizacy performande CHLErs yech a3
guality and prodectiviiy.

I. Evaluabing, [ob cresiseny (disect, indirect,
induced], traimiag and capacrly-buildiag
eMicizacy, disectly and over fime.

¥, Crewling the baxis fer socnal Nfecycle
costing [SLCC] valwe descridwiion, and
valee rewirbuiion analywa
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A COMPLEMENTARY TOOL
TO THE EPAL & SOCIAL AUDIT

The development of cur SFAL approach 15 a
fiewl ex pleryiory meibedolagy inspised by the
EP&L |[Enviroameaial Frafil & Loss| appsaach,
a plomering iool developed by Keriag.
egaiag ibe asresimead and valuation of the
eavironmental impact theoughout ihe sapply
chaia, supply and operatioas af a Fashion
Heowse. The EPEL a3 a buyiness management
tool was the fest example of & company's
measnring, and valving the envisonmental
tmpacis of ity operatioas and entire supply
chaia in arder o faciliiate decixion-making.
The EF&L esakles the vissalizwiven of
eavironmenial impacis for Braad's activiises
and prodecis.

The SFEL Apgroach was inspired By the
appraach, scope and capacities of the EP&L-
to measure, quantify, evaluate, vissahize sacial
impact data thraughoat aperations and supply
chain in erder to Betber 1aform decision.
making and sniegrale owicomes and Impaci-
related data wnilin perlosmance FEVIEWL.

The SPAL approach as @ new SEsineEss
management teol 1% an anywer to the lack
aff tool enabling data collection for poarinre
soctal impact data all throwghout the valoe
chaia, beyond the sapply chain. The lack
af tool usifermly collecting social data
thrmughout supply chain and operations
preveaisd the viswalizaiion aad the
integration of secial impact within cwverall
performance reporting aad accouaiing
formuis. The SPAL Approach entirely foruses
aa primary data and excledes ibe wie of
exlimations.

The SPAL tool was alss designed as a
lagical coaisnuation 1o social swdiisng,

4 standardized process Tor evaluxisng the
regulatery compliance of o basiaess” sacial,
enviraamental and eihical praciices, Mecased
on the wpply chain. A prerequisite foe
stariing any commercial relatigaship will
Chla# 13 to comply with Richemoat's Cade
of Conduct. Thiy agreement also apples

1o mbcoatraciing, aad to textile, leather
and the production of semy-Naabed goods.
Chlo# reserves the mghi to reqeest sacial
andity by an independent exieraal service
provides, mobilizing the ETI relereadal
[FSETA]. Measuriag possiive sacial impact
complements these measnres ai @ supply
chain level.

The SPAL approach pravides inyights into
potentially positive secial practices af

both the supply chain and headguariers
[eperaiions, retail) bewels,

by measaring and evaluxting a set of
addifioaal impact culegores attesting of not
only decead bui good working condiisens:

lar workers addiisenal iImpacis calegories
iaclede duversity and inclusrwity, gender
equalsty, livang wage, well-being, traimag and

|a& gqualsiy.
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COMFPLEMENTING

EXISTING DATA AND FRAMEWORKS

The SP&L aims to address several gaps In terms of soclal Impact measurement and evaluatlon.
Soclal Impact and environmental Impact measurement advanced with a two-speed dynamic, with

@ profuslon of methodologles when It comes to assessing and visuallzing environmental Impacts
(example: EP&L af the activity level and LCA and carbon environmental Tfootprint at product
level}, and a delay when It comes to analyzing and visuallzing soclal impact, and quantifying soclal
pracilces.

Regarding soclal-specific performance
meihodelogles, the SPAL approach addresses
thres observable gaps:

1.

The gap In addressing soclal Impact with
the same criteria for both direct and
Indirect employment. Soclal impact 15
addressed differently In fashion companies”
SUpply chaln than In fashlon companies’
direct operations. In the supply chain,
soclal Impact 15 addressed through social
auditing which assesses compliance

and decent working conditions. At the
headguarter level, social performance
criterla such as |ob tenure, employes
turnover, and tralning are preferred.

The avallabllity of comparable soclal data
all throughout the value chain, preventing
companies from assessing and visuallzing
the soclal lmpact of thelr activities,
commercial partnerships and products In a
cohesive way.

3. A systematic focus on positive Impact

social, starting with measuring the same
performance criterla for direct and
Indirect employees.

The differentiation factors for
the methodology are:

The scope and multl-level visuallzation
possibillity enabled by a uniform data
collection throughout the value chaln

The focus on potentlally positive social
Impacts
The possibility to integrate positive soclal

Impact within a performance and resource
allocatlon framework

Those dilferentlation factors enable
performance wisualization and reporting for
activities, suppliers and products.

Further, the SP&L Approach complements
and contrasis with the work developed on
Soclal Return on Investment, by pragmatically
assessing performance efficlency assoclated
to resource allocatlon, rather than mobillzing
valuation coefficients, in order to facllitate
decislon-making.
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COMPLEMENTING

EXISTING DATA AND FRAMEWOREKS

The review of existing methodologles,
databases, literatures and experimentations
internationally has been essential to avold
redundancy and strive for complementarity

[(5ee In Annexes).

We reviewed six types of documentation:
soclal reporting, soclal databases, |ob guallty
frameworks, soclal Impact measurement
experimentations, guldelines and lrameworks
[dncleding life cycle costing, soclal life cycle
assessment, soclal life cycle Inventory and
Iife cycle sustalnabllity assessment) and
Internationals surveys.

To strenghien complementarity, we turned fo
methodologles with harmonization potential,
which could constitute and provide soclal

reporting norms within the fashion Industry,

#nd beyond (€€ In Annexes)

We selecied fowr types of frameworks (o
Imtegrate within the SP&L.

For the metrics and reporting step, we chose
to Integrate the proposition for harmonlzed
reporting provided by:

» The World Economic Forum's 2020 white
paper “Toward Common Metrics and
Conslstent Reporting of Sustalnable Value
Creatlon™, based on @ harmonlzation of the
GRI, CDP, CDSE, IIRC and SASE reporting

» Job Cuality frameworks (OECD, as well as
analysls by Philippe Aghlon and Richard
Blundell on what constitutes a * good fob"
and the assoclated criterla.)

For the evaluatlon procCess, we Il]tﬂEﬂ.

ourselves on both the evaluation processes

provided by:

= Soclal auditing referential (SMETA, SEDEX)

# The evaluation process |]E€I'l'] ded ]Jj' the UM
& LCA Initiative Guldeline for Soclal Life

Cycle Assessment {2020)
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FPEER REVIEW
AND CRITICAL REVIEW

Throughout the tool conception and Implementation, two academic advisors

and thelr research teams provided a contlnuous Insight regarding the SP&L
[Phillppe Durance, Economist, Prospective and Sustainable Development Chalr,
Conservatolre Matlonal des Arts et Métlers), and Andrée-Anne Lemieux [Head of
Sustainability, IFM-EERING Sustalnability Research Chalr). Additlonally, a bi-
annual Insight was provided by Collége de France Economist Phllippe Aghlon.

A total of WE[IT]'-T['!‘ Interviews were conducted before the first P] lot and P:I'DEIT

ol Eﬂ-l]l:l‘]]l.

Sets of peer review lnterviews were D:I'!-i:l'llll‘ﬂ:

= One once the Inltlal ’.'."D:I'I’.'."E‘l][ wWas ip]]"]-'H'E‘ﬂ Intermal l]' Im order to Ea In & frst set
of Teedbacks which Included Interviews with P:I'D[E g5lonals from owr In ﬂﬂ!tf"l
E‘:]Jl‘lt! on environmental and soclal l[l]PiEt assessment.

= The second sei of Interviews Included conversatlions with Intermational
organizations (WETO, BSR, Reporters Sans Frontiéres, ELAE, OECD, DEMOS,
Planéte Urgence, SEDEX ), auditing partners and experts (ELEVATE, SGS),
lﬂﬂﬂ!lf"-ﬂlllﬂﬂ Dlglﬂll‘.i[]ﬂ-ﬂ! {FE‘ﬂEl‘IuDﬂ de la Haute Couture el de la Hﬂﬂ.l‘],
ﬂ.l.l:IIIEIIIIIIIIIﬂI.| goclal E[ITE‘I]JHH-EH IEEEHE] and EDI']EI:I'-lﬂﬂ-I]!- advanced when It
comes to soclal ]IIIP-lEI. Initiatlves lM]E]’Il‘]jﬂb.

= & Tal lD'IH'-I:IP peer review one Year after the first one to conflrm I"!:I'II]IETII. and
further feedback from a selectlon of E‘I]]l‘lt!.

The Sustalnabllity team at PricewaterhouseCoopers (PwC) Parls produced

an Initlal and a follow-up critical review for the SP&L. They desmed the
methodology robust, transposable, transparent and effclent. An Industry test of
the tool was organized and coordinated in 2022 by the FHCM [(Fédération de la
Haute Couture et de la Mode) In order to provide further feedback. PwC also had
an actlve role In coordinating the Industry Consultation.
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STAKEHOLDERS

The UMEP [UN Environment Programme)
defines soclal Impacts as “consequences

of positive and negatlve pressures on

soclal endpolnts and area of protection

[l.e well-belng of stakeholders)™ [UNEP,
2020). Measuring Impact on all applicable
stakeholders |5 central to measuring,
evaluating and Integrating seclal Impact Into
decislon-making and Improvement processes,

Allgning on the UNEP $-LCA proposition,
5lx stakeholders Eroups were Identifled:
workers, local I:DI:III:I'[I.ITI]“E!-, value chaln
-iElDl'!, Consumers, !-DE]E'I‘]' and children.

The S5P&L Approach accounts for four of those
stakeholders:

The first focus of the methodology 15 on
workers, both directly employed at the
headguarters and operations, and employed
by the company's suppliers. In that way, the
methodology focuses on workers directly
Involved Im the conceptlon, manufacturing,
and distribution process of our products.

HE‘]"IZITII:I work ers, we chose whenever

poas Ikle amd relevant to illgﬂ aur cholce of
!titE‘thﬂ!‘ﬂ, 1IIIP-iEl o tEI{H‘lEI- and metrics
on the ulatlng soclal liTe Ej‘tl!‘ Assessment
{Life Cycle Inlative, UNEP, and Soclal Value
Initiative, leading to the future IS 14075
Soclal Lire Cycle Assessment norm In 20Z4).
When It comes o local communities, soclety,
and E”E‘I’It!l we -ﬂ.'l‘!l:t“' illgl’lE‘d the daia
collected on UMEP 2021 Methodologlcal

* Workers sheets for subcategories In Seclal Lile Cycle
= Lacyl cammuniiica Assessment. When It comes to Impact on
= Soclety soclety, we further aligned our criterla on
* Clients upcoming B Lab criteria (2022 draft for thelr
new upcoming standards).
LOCAL
WORKERS COMMUNITIES SOCIETY CLIENTS
[y = - a - |~: a
aa 11 aa ; %
Diversity Gemder Liwving [Policies in prolec Commitmenis Cliewis
& inclusion equalsty wage lecal communities probeciion

< & b

‘Well-E2ing Trafnimg  Job quality

S

",

Local
enpagement

.

Contribaticns to
Develapment

Q

Tranaparen
& ||l:-;LT
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STAKEHOLDERS

WORKERS

With the SP&L Approach,
we estimate primarlly our
Impacts on workers and
employees mobllized on our
products from sourcing to
retall.

LOCAL COMMUNITIES

When It comes to local
communities, we aligned
the data we collect on the
UNEP proposition (2021).
We uniformly estimate our
operations Impact on local
communities, as well as our
suppliers’ Impact on thelr
own local communitles.

Impact Categories

Diversity & Incluston
Gender Equality
Living Wage
Well-Being

Tralning

Job Quality

Impacts m d for  Stakebolder Focus Impact Categories

HQ & Seppliers Lecal Communities Local Eagagement
Policles to protect local
communities

Page 313|365



STAKEHOLDERS

SOCIETY

When It comes to Impact

on soclety, we aligned the
data we collect on the UNEP
proposition (2021) and the
draft for upcoming B Lab
performance criteria and new
standards (2022) almed to be
published in 2024. Impact on
Soclety Is only measured In
Tier O (direct activities and
operations)

CLIENTS

When It comes to Impact on
clients, we aligned the data
we collect on UNEP (2021).
Impact on Clients Is only
measured In Tler 0 (direct
activities and operations).

Impacts measured for

Stakebolder Focus Impact Categories

HQ oaly

Soclety Public Commitments

Contribation
to Development

Impacts measured for

Stakebolder Focus Impact Categories

HQ oaly

Clients Client protection

Transparency
& Dualog
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IMPACT SCOPE

When It comes to Impact on Workers, the SP&L metrics are allgned with a selection of the WEF
2020 referentlal proposal, with the exceptlon of the Job Quality, Know-How, Living Wage assoclated
metrics, and the complementary metrics for the Gender Equallty Impact category. Metrics for lmpact
on local communities, soclety, and clients are allgned on the S-LCA UNEP proposition [Z0Z0).

The SP&L -l]l']fﬂ-ll:l'l Includes twelve :IIIIP-iCI. cd tExﬂ-"E! total with seve I]tj'-tl"l} assoclated :I'IIIETHE!-,
Including new metrics derived and adapted from UNEP 5-LCA propositions (UNEP, 2021). In total,
45 metrics are allocated o H!ﬂlﬂ!]ﬂg the ]]ﬂtl‘l"]ill]' pl}!jt“‘ﬂ ll]ll]il:t on WOrkers IIEE‘ |]E‘|El'll'].

IMPACT EP&L APPROACH 'WEF REFENTIAL 5LCA UNEP B CORP DRAFT
CATEGORY ASRDCIATED (2020 (2020} STANDARDS
METRICS {POR 2024)
I ’ wTﬂhm [l..--:mllll:lA1 calegary, t!ru F:::n-:l CaEr :%ﬂr{ ’ :.“I;..l‘;ltl.Eil:]:l:II v
& lnclusion x? Gubisy peader) | | mdsaine o ey « Company gaihers and
= ACCERS B0 pErmanEt rates Dl stansbc
ORI amd D&l
= Dversey palioes | place o
« Disability policies in place [operasons Moo nalehy)
Cender = EEpFEIEatanan and share | Fary gap Mol represenied | batepraed withen D4l
mi L In workers criieria
Equality = ACCESS B0 PEFMmanEt contmt crilerta
« Experasatanan al the baard
= EEDFEIEILInGN b WOrken
oMM
* Fay pap
Living = Limi based an Far Mt in @ WEF propossan Wags Fair Wages paid i own
Wize e s datasase, jas wuch) I:IPHIIAH:I.I.P::I Mt
wdjusied @ad nan-adusied miven G enabile far
INving g esmmatey) WEgEs i the supply
« Share of employees pand the chan. Company akes
I miean g hul @oson 12
" mmm' Wige duparnies.
Ezamat the Iwing wage
Health « Arreas fo well-being ofer [Employes well-being, mesared theo Beaess and
'IJEI-IJEI.::: i PRV - 3 i besi pﬂal#m sooal sy
« Mobikmon and anica | Beakh aad wel-being pergraTme,
o weelseing pracaces abIEAlEESm raie
= Abaeabesiam
Tratming = Hours of irai Tramai ded Bowss of Mot
" HEHLL‘H of &n nm%ﬁ%nﬁ and unl:';lhgﬂ |un'-nr:E:su“
trained daiare criteri
» Mesared =sMeosveness of muﬁmm ;?;hunl.l., u':Lﬂ :
I:rl.mqrqﬂtln-'n moaeimed mnpacs of iriam m:-:
« Shaer of anskilied poaition EAFNLE CAPACIDY & 3 resul ng
« [ reenerational raming BTV NSO NAing EVESUmEn un irasing
onal] - of ESerimeEasEs
feptensl ] mmmmuc{mm throwa
mCresed pe e 3
g emeas md slemal e |
= Jabi Tenuse Mol in S 'WEF -ty | Mol e
Jobs Coalnty » Fromodon raie e m-ur-"f“d
« Fay progreasion criera
= Use of sl sills
o= « Coanplen Techsical skills Mat in the WEF propomaon Mol represenisd
= Tradinonal sidlls In wokes
+ Enow-how trarsnissan (=10
= Seniceity

SP&L, WEE, UMEP & B Corp impact categories and assoclated metrics (Impact on workers)
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IMPACT S5COPE

In total, 27 metrics are allocated to assessing the potentlally positive Impact on local
communltles (¢ metrics), soclety (% metrics), and clients (% metrics).

STAKEHOLDERS SP&L APPROACH P&l APPROACH UNEF, 5-LCA B CORF DRAFT
IMPACT IMPACT METRICS {2020} ETANDARDS
CATEGORIES [POR 20:24)

Lizzal Lecal Engagement = Shanng of Local Hires Loscal loymeat

ComamiEntes " Pﬂl\:lil'lla o baical g o

= Share of locally Saed
mpphen
Baitiainves & Folsoes m = Ingellectual Progersy jif = Arcress io matenal
place ta peotect [ooal applicabile FEAOUPTEY
COMmSmEies « Educabion Inibiainres = Arress io
= hlgiermall Ressurce conflict mmmanereal
prevensan FEAOPTEY
= Emaronmenial = Delooakration
managEneat syHEn and migranon
= Falbcees i place o
oultural hestage jif = Cultural hen
applicabile : protection -
w mbegraban [if . and sale
icabile I Iming cradioons
= Delocalizativa preventon = Respert Ioe
il applicahile) ladipeaom Righis
Society Fublic commaimeat o = Pubdic Comenitiment o = Public Engagenet = Collecive Actioa
Susianabality Snaeaabiby on Santacazhle = Mula sk e slder
= Princples and Codes of development logics ool gt
Cradud . = Aomve promotion of e
= Commeimeat & aciwon o Mlediainon of Armed afvancement of social and.’
prevent cormuption Conflicia o Ewironmental inpacts
= Inferaal sad extemal = Corraptica = Pullic Palicy promotion
conirals B prevent Preveason o advaace soal andor
o = Ethical Treagmest of swrmnmental mpacts
= Lobbrying is algasd oa = Practioag, through
musmon aad values lesderabop 0 detve change
CanirBubion 1o = Coatribuiica o Economic = Contridutica = Collective Acioa
Develpimend i ECon smnic = Menionng
« Farinersiop in research Development = Fandsag Repearch
and developmeat = Technology
= Imvesiments m iecin Development
development  eransler = Poverty Mitigaooa
Clienis Frobeciion = Client healih and safedy = Healih & Safefy
aEnmeni = Privacy Frolecson
= Inderaal m
Pyaiems o peoted clieni's
ey
Malkeg = Feediack mechanssm = Fezdhack
- et MedgIm
lm&mmmrmm = Transparency
PPEYS = Eng-al-lge
= Publscason of a Traas
Sntaeaahiby Repoat P
= LCA Resulis
Crenmanicatica
= Cleg comimanicabioa

of end-af1B: cptiom o
e

SP&EL, WEF, UNEP & E Corp impact categories and assoclated metrics {Impact on local
communities, society and clients)
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STEPS OVERVIEW

There are five steps composing the SP&L.

1.

[
.

The first step 1s @ pre-requisite: an overall
mapping process based on documentation,
auditing results, and certifications.

The second step Is communication of &
self-assessment document to suppliers In
order to measure thelr potentlally positive
soclal Impacts. The time of completion

Is estimated between bwo weeks and

one month from reception. The same
self-assessment should be flled by the
corporation.

The third step 1s a data verification
process, an estimation by external
auditing partners of the rellabllity level
of Information communicated In the self-
assessment.

The fourth step Is the evolutlon and
Impact quantification based on fve levels
of practice, with a grading reflecting the
lewel of soclal practices, from worst to
best practices.

The fifth step 15 a visualization of the
impacts evaluated at four levels: product,
collection, suppller, and entlty [Chlog].

Steps 4 and § are currently belng
systematized through a BI tool, with
Google Cloud Platform {GCP), linked to a
dashboarding tool (Looker studle) allowing
us to visualize the resulis of the SP&L's:

overall score, score per Impact category,
improvement areas and best practices using
individual metrics [top five and bottom five
practices per stakeholder evaluated) and

number of mobllized workers per product and

collection.

The sixth and last step Is to take actlon,
Including reporting soclal impact data,
monitoring soclal performance, directly
and over time, accompanylng suppliers to
encourage Improvement In soclal practices.
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OPEN-SOURCE
AND DOCUMENTATION

The forms of documentation mobilized

through the SP&L process and made avallable

on chloe.com are the followling:

« Letter of introduction to Introduce and
clarify the process to suppliers

« Self-assessment: digital sell-reporting
process sent to suppliers via emall, and/
or completed at the operations level
(headquarters)

« Data verification format

« Excel base for evaluation

+ Visualization scoreboard

The supplier visualization scoreboard
contalns Information regarding soclal
certifications and/or audit results In order to
co-visualize the level of soclal risks together

with the level of positive soclal practices.
The dashboarding Is accessible to every

IT team by the Interfacing of product data
management tool and the dashboarding tool,
allowing more Informed decislon-making.

We made avallable the memodology

for brands IT teams to adapl the code

by providing a github link within the
formats pfOVIGCd on chloe.com alongslde
measurement and evaluation formats.

Please find the resources, measurement,
evaluation, visualization and code formats on
chloe.com. For any question please contact

sustainabllity@chloe.com.
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STEP 1:
SOCIAL AUDITING

The SP&L has been concelved as a loglcal
continuation to soclal auditing, and although
the two assessments are meant to be read as
distinct results, they are complementary In
many ways, Including:

1. The selection of topics covered enables a
complete picture of soclal performance of
the supplier (decent working conditions,
potential positive Impact)

2. The same external partner and Internal
staff are Involved, ensuring good
knowledge on suppliers and enabling
synergles In the process (collecting the
data at the same time).

The SP&L Is meant to be communicated In a
conjoined way with the audlt score: Internally,
both at the suppllier level and at the product
level, the SP&L Approach dashboard presents
both the audit and the SP&L score.

In that way, each brand performing an SP&L
should:

1. Align the SP&L with at least a suppllier
mapping or a traceabllity process,

2. Make sure that the SP&L Is not launched
independently from social auditing

We lurther recommend to align the SP&L
within the same timeframe and with the same
stakeholders as the soclal auditing process.

Page 320|365



STEF 2:

DATA COLLECTION & MEASUREMENT

Data Is collected yearly from all active
suppliers and at the operations (headquarter)
level through a dlgital self-assessment
[&vallable on chlog.com). The process Is
introduced via an Introduction letter or call
to suppliers Introducing and clarifylng the
purpose of the data collection. The data Is
sell-reported, with @ clear mention of the
possibility of a data verification process with
an auditing partner. The corrent process I8 to
send out & digltal document enabling direct
evaluation and visualizatlon of resulis upon
completion.

The survey has four parts: one covering
diversity & Incluslon, falr wages and gender
equality, the second covering well-belng,
the third cne covering tralnlng and |ob
quality, and the fourth and last one covering
the impact on local communities.

The last page [additional Information)
gathers essential elements such as: remarks
regarding the partnership with the brand,
workers mobilized by cellection and by
product reference (with an example of two
to several product references), whether or
not Jobs were created or destroyed within
the year and partnership with Chiog,
certifications and documentation to attest
of the level of social practices (SAB000,

B Corp...}, and additional Information the
supplier wishes to highlight when It comes
positive soclal practices. The extent of the
data collection depends on the number of
employees per organization: If there are
thirty or less employees, the organization
fllls & llghter verslon of the survey [20%
less data collected, Including data regarding
policies and Inltlatives).

The metrics are presented with tables
formats In order to make the data

competition as stralghiforward as possible.
The decumentation Is shared In several

languages to facilitate communication and
understanding throughout cur value chalm,
and specifically at the supply chaln level.
Definitions, as well as a global glossary 1s
made avallable and translated Into each
language to facilitate data completion.
Key decumentation I demanded of suppliers
during the data collection process In order
to facilitate the data verification process
when It comes to policles and Inltlatives
specifically.
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STEP 3:
DATA VERIFICATION PROCESS

The data verification process Is a mandatory
step In order to Insure that any data
collected, processed and potentlally
communicated 1% valld and not & ralse
allegation. In order not to create any blas,
we created with our soclal auditing partner
& remote and adaptable process.

The Information 1s veriflled In two ways:

+ Hon-personal data Is aploaded on the
auditor's platform

= Personal Information Is checked directly
during the remote call in order to preserve
confidentialliy

The auditor Mlls In, per Information
category, the following elements;

type of documentatlon provided by supplier,
methodelogy or thought process applied

[If relevant]), valldating the data, detail,

and observatlons.

We recommend that the organlzation
launching an 5P&L within a glven perimeter
launch, for the frst year, a data verification
process for 100% of the scope, then a data

verification process for 30% (minlmum) of
the suppliers filling out the self-assessment,
based on & verification sample Including
geographical representation of the COmMpany’s
supply chaln within the sample,

and representation of common supplier size.

Varlation identifications with previous years
and trends between sltes or specific social
toplics should menltored, with a rule of
varlance starting at Z20%. Any varlance
Identified beyond Z0% should lead
systematically to @ demand for supporting
documentation.
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STEP 4:
PERFORMANCE EVALUATION

GRADING PROCESS

The cholce of a 1-5 performance rating
scale enables a three-dimensional view on
the performance level on each toplc,

and provides some degree of granularity
regarding the positive soclal impacts.

The evaluation Is realized with an ascending
scale from | (below average practice) to §
(best possible practice). We consider that
grades 1 to 3 to highlight a low level of
positive practices. We consider that a result
from 3 to 3.5 Is nelther negative nor positive,
representing a level of average practices.
We consider that results from 3.5, and up

to 5 represent good practices, or beyond
average soclal practices. We consider, lastly,
that results equaling 5 represent practices
close or equivalent to best practices In the
fashion Industry.

The evaluation process Is realized at the:
« Metric level

« Impact category level

« Overall or activity level

You will find on chloe.com the detall of the
grading system for each metric.

The evaluation Is realized systematically
and automatically, based on an evaluation
grid, and using Google Cloud Platform (GCP)
and Looker Studio. The code mobliized to
adapt and Implement the evaluation and
visualization process are avallable on
chice.com (githublink). The fully digitalized
process was created In order to avold any
form of potential error or blas during the
evaluation of the quantified data, and to
facllitate the analytic process.
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STEP 4:
PERFORMAMNCE EVALUATION

EVALUATION RATIOMALES

The SPEL totals seventy-two metrics, divided
Into six Impact categorles for workers,

taro Impact categorles for the Impact on
communities, two Impact categorles for
Impact on soclety, and two Impact categories
related to the Impact on cllents. Metrics are
evaluated In terms of soclal performance
[1-5) following five evaluatlon ratlonales:

1. Hatlonal Representation

Some metrics cannot be measured the same from
country to country. They have been adapted
based on local demographlcs and customs.

For Instance, the population In Madagascar

15 much younger than in Europe, so the “% of
employees 50 or older” should represent this
gap. Those metrics are country-dependent and
we have developed Independent tables per
country In order to reflect this. Evaluation
Intervals are thus adapied country to country.

1. Ho correlation befween coun [:I']'
Fepresen tatlon data amd arga mization
Fepresen tatlon data

2. Low correlation between E‘ﬂﬂl][l']'
Fepresen tatlon data amd arga mization
Fepresen tatlon data

3. Close IE‘]JIE!-E‘TII.-IT“}[I between E‘ﬂﬂﬂ[l]‘
Fepresen tatlon data amd arga mization
Fepresen tatlon data

4. Exact correlation between E‘ﬂﬂﬂ[ﬂ
Fepresen tatlon data amd arga mization
Fepresen tatlon data

5. Balanced ﬂ'l'EE-ll‘]]lE!:l‘ﬂli[lﬂ-l] berween
Dlglﬂll‘.i[]ﬂ-ﬂ IE‘]JIE!-E‘TII.-IT“}[I data and
organization data (within 10%)

Focus: Living Wage Evaleation.

Chloé chose the Falr Wage Network
referential to measure and evaluate the
payment of livimg wages for thelr smppliers.
Fair Wage Metwork provides two levels of
evaluation for living wages: non-adjusted
livimg wage (im this case, the Individual
worker's salary must fully cover the needs
of his or her family], and adjusted-living
wage (Im this case, the salary of the worker
Is added to other Income earners In the
family to cower hisSher family needs). Im both
cases, Falr Wage Network advises to take
Imto account the needs of a typical family
composed of two adults with a number of
children along the national fertility rate. Failr
Wage Network provides living wage levels at
natlonal, reglonal and city level In a majority
of cases. However, for the SP&L, since we are
aware that muktiple standards are currently
used within [and cutside of] the fashion
Industry, we created an evaluation process
which enables brands to provide thelr own
data while evaluating living wages, see the

proposed scale below:

1. Wages more than 10% below the adjusted
living wage

2. Wages below the adjusted living wage |but
m0 more than 10%])

3. Wages at adjusted living wage

4. Wages above the adjusted living wage but
below the mon-adjusted living wage

5. Wages at or above the non-adjusted living
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STEP 4:
PERFORMANCE EVALUATION

EVALUATION RATIOMALES

2. Coverage

This set of metrics evaluate the level of
@ccess: Lo permanent contracts, to best
practice well-belng programs and to tralning.
The metrlcs are scored from | to 5 1o a
perimeter extending from O (N0 ACCESS)

to 100 (the entlre workforce beneflts from
access). Three types of metrics are evaluated
this way:

* The metrics related to the access to
permanent contracts by population type
[women, non-natlonals, age factor, handicap
status) in complement to the metrics
evaluated In soclal auditing {share of
workers wWho have access [0 permanent
contracts)

* The metrics related to the access to “best
practice™ health and well-being programs
[metric aligned on the proposition from the
Embankment Project), complementarily to
the soclal auditing metric of access to basic
medical care, and tralning

« The metrics related to tralning:
for Instance the share of tralned employees
metrics which are complementary to soclial
auditing's metrics regarding the risk-based
tralning offer.

Evaluation example: this 1s how we evaluate
permanent contracts for women.

3. Gradation towards equalliy

Are measured with the “gradation towards
equallty” ratlonale metrics that reflect the
gap (or lack thereol) In practices depending
on worker's profile and characteristic [le
gender, age, etc). For Instance, the gap
between men's and women's salary for a
simllar |ob position with similar competences
and experlences.

Evaluation example: this 15 how we evaluate
the lack of pay gaps.

Pay level evalzation:

Metrics related to wages are evalwated
maobilizing a ramge from 0 [wmequal, or
partial pay level] cerrespending to grade |
out of 5, to | [egual, or fully corresponding
pay level] corresponding to a grade of 5 out
of 5. | corresponds to a total Inequality and
non-match, while 5 corresponds to a total
parity and a best practice.
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STEP 4:
PERFORMAMNCE EVALUATION

EVALUATION RATIOMALES

4. Maturity Level

This evaluation rationale 15 relevant for the
evaluation of the Implementation and level
of advancement for policies, programs and
Initlatives. We consider a positive practice the
deployment of Inltlatives and policlies with
Improvement Iteratlons, and best practices
when there 15 an assoclated reporting for
transparency enabling comparison over time In
order to further lmprove practices. 51ze rule:
the maturlty metrics are only evaluated when
the organization has more than 30 workers.

Example: this 15 how we evaluate disabllity
policlies.

Case Associated
Grade

= Policy, program or Initathve does nof exist |
= Mo actions are taken

= Poliicy, progmm or Inftlathve has been defined 2
or outlimed but Is not yet fully 1n place

= Mo actlon Is taken, or an action Is takoen
withowt reporting or monbiosng

= Policy, program or Initathve Is fully = 3
place and communicated io stakeholders

= No action 1s taken, or am actlom Is taken
withiout reporting or monforing

= Policy, program or Initathve Is fully = 4
place and communicated io stakeholders

= Acthons are regularly taloen to Improve
the Impact of the policy, progrm, Inktiative,
bt mo regular reporting 1s in place

= Policy, program or Initathve Is fully = 5
place and communicated io stakeholders

= Actbons are regularly taken to Improve
the Impact of the policy, progrm, Inktiative,
bt mo regular reporting 1s in place

Beyond means, we also created an rationale
to evaluate ends when It comes to tralning
Inltlatives: when one or several positive

and correlated effects can be observed, a
multicriterla cholce creates the possibllity for
organizations to select one or several optlon
{for Instance when It comes o effectivensss
of tralning: Increased revenue, productivity
galns, employee engagement andsor Internal
hire rates, which are then verifled through
data verificatlon processes). The scope of
observed positlve effects Is rated from O [no
positive effect observed) to 5 (plural positive
effects observed and reglstered).

5. Blnary

In some cases, a binary evaluation method
can be used for metrics related to the
exlstence and Implementation of Inclusive
policies [gender, disabllity, diversity and
Inclusivity), especially for impact categories
such as local communltles, soclety, and
clients. The grading process 15 the followlng:
the application of a binary analysis [yes/
no, existent/non-existent, iImplementeds
not Implemented) with a grade belng elther
a | {no) or a 5 (yes). This Is only relevant
whenever a gradual evaluation Is elther non
relevant or not feasible.

Example: Has your company designed,
signed and Implemented a code of conduct,
Integrating the soclal and environmental
dimenslons?
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STEP 4:
PERFORMANCE EVALUATION

MANDATORY DATA

A majority of the data 15 mandatory and must
be completed by productlon sites.

Mandatory metrics roles: I mandatory
metrics are not completed by the
organization, they are glven a grade of 1. All
gender equality and living wage metrics are
automatically mandatory as they constitute a
high priority for the fashlon Industry.

Optional data reles: If optlonal metrics are
not completed by the organization, they are
left blank and not taken Into account when
calculating the organization's grade.
Scenario [ - Small organizations (less than
0 workers): organization-specific metrics
such as «board representations and sworker
commlitteesunlon®, as well as metrics
evaluated In terms of maturlty [policles,
Inltiatives) are consldered optional.
Scenario 2 - HQ-oaly meirics which are not
mandatory for suppliers

EVALUATION WEICHTING RULE

Agpregate score. Inslde each SP&L aggregated
score, the grade Is calculated as the average
of the grades of each category.

Impact category score. Each Impact category
Iz evaluated Independently, and will have
one Indivldual grade. This means that every
category has Initially the same welght, no
matter how many metrics are In that category.
To reflect the prioritles within the fashlion
Industry, after @ consultatlon, the cholce af

ponderatlon at the Impact category level Is
to create @ welghting differentiation in favor
of gender equality and living wage [2¥1)
compared to the other impact categorles, to
reflect the Industry priorities.

Metric score. At the metric level, the
ponderation Is of | between each metric and
following the same grading system.

The multl-tlers evaluatlon enables a visibllity
of nuances between Impact categorles, and
between Individual types of practices (for
example: gender equality, and within the
gender equality category: “representation on
the board™ has a score that might be different
from the performance score glven to “share
of women present on the board™) which
guldes the cholces In terms of declslon-
making's timellne and set priorities.

At the product level, where TO [operations],
Ti{assembly), T2 {seml-Tinished and
embelllshments), T3 (raw material
transformation) & T4 (raw materlal extraction)
are represented and where every organization
mobllized on a product Is taken Into account
In the final aggregated score, the ponderation
Is creating using the number of workers
directly mobllized on the product reference.
The total aggregated score, taking Into
account all three sites of production, will be
divided by the total number of employees
maobllized.
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STEP 5:
PERFORMANCE VISUALIZATION

The purpose of the visuallzation process 18 to
gulde decislon-making towards optimization
@t both ifecycle and value chaln levels. Once
the data I8 completed on the digltal survey
form, the soclal data is directly evaluated
and automatically translated wisually on a
dashboard:

= At the headquariers or operations level

« At the suppller level

« At the product level

The Imitial 5P&L version mobilizes Google
Cloud Platform [GCP), a BI & analytics
serving dashboards for In-depth, conslstent
analysls In order to avold mistakes and
provide a conslstent analysis. GCP allows

@ real-time data processing, and constitutes
an essentlal step In the wisuallzation process.
An Excel Mle for Inputsoutput fle In an effort
to marmonlze and centralize all feedback and
SP&L results from operations and suppliers.

While the SP&L does not cover decent
working conditions Itsell through the
process, but focuses on positive Impacts,

the wisuallzation Includes audit score at
every lewel: organization and produect through
the completion on GCP or any soclal risk
Information or auditing Information.

The visuallzation offers a granularity:

+ Audlt score covering decent working
condltlons

« Overall performance score |aggregated)

+ SCcore per lmpact category

+ Score per metrlcs, with best practices and
necessary lmprovement showcased.

Other direct avallable Information are:

the mumber of workers mobllized by
collection, the number of workers mobllized
by product reference (In average), and a List
of references the suppller has worked on

- and fiak to access the visualization per
product reference.
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STEP 5:
PERFORMANCE VISUALIZATION

Through the first version of the SP&L approach was created a visualization tool which
synthesizes essentlal elements for decislon-making and optimization, by creating the basls for
a multicriterla performance scoreboard, including certifications et audit scores, to facilitate
access, reporting and accounting.

Please find below an example of the representation of the organizations and product scorecards.

WORKERS LOCAL COMMUMNITIES
Genda Erads
5= | J—
SPeL SCORE 7] 1
d— — - il — — I
3 - - - - - —_— 3 —_— —_
GANDE - - - - - —_— —_ _— —_
3.8 s § § §E §E &§ N ] —
- - - - - - ] — — I
] -:-_ [ [
Living Jak Wall Traimizg Ceadar Divaritp Folician ic praisct Leeal
SCI-I'_'tI.!.I_ AU“'T Wags g aalioy -baing Equiry ¥ [nclmiog locyl commeaiiisn Eagagemsai
ECORE
A TOF § TOF 1
Metrics Grade = Metrics Grade -
|. Share of women workers wit... 5 1. Percentage of workfor... 5
EMPLOYEES
PER PRODUCT 2. Gap from pay equality based... 5 1. Has the crganization... 3
1 2 3. Pay, wnpaid, and maternity le._. 5
4. Equal opportunity policy or p.. 5
5 Wulmerable workers who bav. . 5
LOCALIZATION EOTTOM & EOTTOM 2
Metrics Grade - Metrics Grade =
1. Percentage of employees w... 1 1. Has the organlzation... 3
2. Dsability and imclusive policies i 1. Percentage of workfor... 5

3. Waorkers above 50 years-old. 1

4. Percentage of employees w... 1

5. Percentage of nos-Mattonal... 1

Organization Dashboard — example
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STEP 5:
PERFORMANCE VISUALIZATION

SP&lL SCORE
PRI Organization SP&L Employee
Prodect Ref Listing g . Score per product
cuanE Sapplier | 3z 356
3.8 Sapplier 2 3.9 214
Sepplier 3 37 104
SOCIAL AUDIT
SCORE oqmmﬂ Aualt
A Sapplier |
Sapplier 2
Sepplier 3
LOCALIZATION
Smplayees per predact s - 3%

Product Dashboard — example
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TAKING ACTION

The alm with the SPAL was to provide
additional Insight for decision-making and
to better accompany change within our
supply chain.

In that way, the steps to take after

visualization are the followlng:

|. Communicate key Information and
results to suppllers

2. Define a capacity-bullding plan based
on SP&L KPI with suppllers

3. Monitor change and organize yearly
evolution monitoring

4. Train Internal teams to ancitipate data
collection, monitoring, and discussion
with suppliers.

The SP&L approach Is by nature exploratory
and evolutive. It Is Intrinsically meant

to evolve over time as soclo-economic
situation by country, regulations, but also
Industry standards such as soclal labelling
regarding soclal Impact evolve. LIving wage,
which Is one of the key Item measured

in this methodology, has not yet a single
International recognized standard.

The methodology will be regularly updated.
Other key topics which we alm to Include
In a future Iteration of the methodology are
value sharing, value distribution and value
redistribution which we alm to Include In

a "value chaln partners” new stakeholder
category. Further, current progress in
traceabllity will more than llkely further
the possibilities to get additional Insight
and better manage positive soclal impact
within supply chains. We hope this leads to

a systemlization of performance measurement

and monitoring In the longer run.

The creatlon of the SP&L approach created
an opportunity to discuss best practices at
the Industry level related to soclal Impact.
As these discussion continue, we hope and
anticipate that they will also contribute to
ambitiously progress forward. We hope that
our approach can be further Integrated Into
soclal auditing processes, In discussion with
supply chaln partaers in order to avold too
much extra work.

With the SP&L we strived to systematically
fill the gap between soclal and eavironmental
Impact measurement and management, and to
consider together soclal and environmental
performances. We welcome change, progress
and conversation to continue this journey
together. Please do not hesltate to contact

sustainabllity@chloe.com
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LITERATURE REVIEWED

SOCIAL REPORTING
& RETURN ON INVESTMENT

» GRI [Global Reporting Initiative)
« CDSE (Climate Disclosure Standards Board)
« IIRC [Integrated Reporting Inltiative)
» SASE [Sustalnabllity Accountlng Standards Board)
« World Economic Forum - Toward Common
Metrics and Consistent Reportimg of
Sustalnable Value Creation (White Paper, 2020)
+ The Embankment Fﬂ}]E‘Et for Incluslve
Capitalism [EPIC)
« Social Return on Investment (SROI, 2012 Gulde)
» UN & LCA Inltiative Guidellne for Social
Life Cycle Assesment — PSIA working group
(product 1ife cycle analysis)

SOCIAL DATA(BASES) & INDICATORS

= United Natlons - SDGE guldelines

= UNECE - Statlstics om Populatlon

+ UNESCO — Statistics on Education, Literacy,
Gender In Education

= LD — ILO Siats, Decent Work framework

= DECD - Social Wellare & Expenditure,
Employment, Job Cuality

= World Bank - World Bank open data

JOB QUALITY FRAMEWORKS & RESEARCH

« EU Laeken Indlcators of job quality, 2001

+ Business Europe Indicators of Job quality, 2001

+ European Trade Unlon Institute ETUL Job
quality Index, 2008

« EU Employment Commlttee (EMCO), 2010

+ The International Labour Ogranisation (ILO)
Decent Work Indicators, Z012

= Eurofund, 2012

+ UNECE Job Quallty Framework, 2014

= DECD Job Quallty Framework, 2015

+ Aphlon, Blundell, ongolng Work on
the nature of good Jobs, Z020-present

INTERNATIONAL SURVEYS
(FOCUSE ON WORKERS)

+ European Working Conditlons Survey

+ European Quallty of Life Survey

+ The European Unlon Labour Force Survey ad
moc modules

+ International Soclal Survey Programme

Gallup World Poll

« EWCS5/0"Net

GUIDELINES & FRAMEWORKS

150 Norms - Guldance I30 20000-2010,

IS0 45001: Cocupational Health & Safety,
1501 4001: management of eavironmental
management, 1509001 quallty management,
150 14040-2008 Environmenial management
- LCA

United Nations — 3DGs and guldellnes on metrics
OECD Policy Erlel on soclal iImpact
measurement

» UN & LCA Initiative Guldeline for Soclal Lire
Cycle Assesment

UMECE Human Capital Gulde

BESE Gender Data and Impact Tool

Handbook for Product Soclal Impact
Assesment, Roundtable for product soclal
metrics, Pré Sustalnability In partnership
with UNDP, SAL ILD

CHLOE: EXISTING DATA FOR THE SP&L

» Soclal Auditing Cycles
+ HR Data

= E Corp

= Traceablllty data
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LITERATURE MOBILIZED

Metrics & Reporting

JOB QUALITY FRAMEWORK

QOECD, EU, BUSINESS EUROPE, ILO,
UNECE, Aghlon & Elundell

HARMOMNIZED SOCIAL REPORTING

Harmonization work by the
World Economic Forum

GEl, COP, Climaie Discloswre Siandards Eoard
[COSE], Interaalional Integraled Reporting
Council (IIEC) and Sustatnability Accoumtisg
Standards Board (SA5E)

Evaluation

SOCIAL AUDITING REFERENTIALS

ILO, SMETA [SEDEX)

SOCIAL LIFE CYCLE AMALYSIS

UHN & LCA Initiative Guldeline for

Social Life Cycle Assesment,
P5SIA [product life cycle analysis)
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Annex 5. SP&L Approach Metrics and Evaluation framework
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Annex 6. SP&L Approach Github and Data Framework

B chloe-sodal-profit-and-loss-approach / SP_L-Approach | public

¢ Code (&) bswes  [%] Pull requests  (5) Actions [ Projecs (0 Security |~ Insights

F main -

S5P_L-Approach / README.md
chloe-social-profit-and-loss-approach Update README md b

A 1 contributor

= 816 lines (E81 sloc) 4B8.3 KB

Social Profit & Loss Approach

Women Forward. For a Fairer Future,
Explore the docs =

View Demo - Report Bug - Request Feature
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About The Project

The Social Profit & Loss Approach

At Chloé, we believe that informing strategies and action plans all start with impact measurement. Measuring
social impact means gaining a better insight into the potentially positive impacts that onganisations can have
on their stakeholders throughouwt their value chains — from raw material extraction to 3 produect’s end of life
This was our rationale for creating the Social Profit & Loss approach (SP&L)L The SP&L approach enables
organizations to measure, evaluate, and visualize an organization’s positive impact on their stakeholders, and
to draft tailor-miade action plans for making immediate and lang-term improvements to their own practices
as wiell as their suppliers.

Open Source

(hioé believes transparency is central to advancing industry practices. We have created the SP8.L to further

the collective discussion around positive social impact The 5P&L methodoloegy and its implementation
formats therefore are open sourced.

Steps

The methodology has five main steps: (1) social auditing and decent practices monitonng as a pre-requisite,
(2) potentially positive social performance measurement through a data collection using jotform, (3] data
evaluation, (4) data visualization, and (5] a data verification process to consolidate the final results. The data
collection format (wrl) and evaluation format detailing metrics and caloulations rules (wrl) are available herefon
chloe.com{url), as well as the general Methodology Mote and Guidelnes.

Cince you have sent the surveys (using jotform) and that the data collection is completed, this github will
describe hiow to cean and automatize data evaluation and visualisation. Impact visualisation iz instrumental 1o
informing decizion-making, and in supporting suppliers when it comes to improving their immediate and
long-term social practices. In the methodaology, a dashboarding toel, linked to the evaluation tool, provides a
rniutti-level visualizsation of positive social impact incduding the aggregated impact. supplier's impact and
product's impact

Wie have thus created this github to provide insight and an example as to how to -

1. Automatize the data evaluation using Jotform and GCP
2 Go from data collection and evaluation to data visualization

Wie encourage highly collaboration and contnbution fio improve this project according to the needs of the
CoamEmni Ty
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Built With
This section list the major frameworksTibraries used to bootsrap the project.

& GO0aLECLOUD
L]

-

N i MICROSOFT ENCEL

. r:lu::rfarm

In & first wersion, the project uses Google Clowd for data storage in BigQuery, calculation of sooring rules with
a Google Clowd workflow, visualization of results with Google Cloud Looker. Microsoft Excel for the
processing of form data (Deprecated) and exportation of Submission Form (from JotForm). Bython as a
framework to build the doud funcion in GCP to export the excel file from a Bucket to a BigQuery table.

The final cutput of this project is a Dashboard built with Looker Studic where you can explore the result of the
social perfformance measurements process.

About Looker Studio:

Looker Studio s g web-bosed dots modeling and analyzis tool that allows users fo creqte, manage, and share
interactive dotg insights and dazhboands. It offers a drog-and-drop interface for data modeling. data explargtion,
and visualizotion. Looker Studio integrates with various dato sowrces, including databoses, datg warehouses, and
clowd services, to provide @ unified view of data. it olso allows users to create custorn calculations and metrics,
and to build complex dotg modeis that con be easily undershood by both technical and non-technical wsers.

(back to top)

Getting Started

In order to implement this project in your own Google Cloud infrastructure, this section should cover faw
examples of how we decided to implement the SP&L project in cur infrastructure.

However, with the form available and the calculation rules defined, everyone is free to adapt this
implementation to their own environment according to their nesds and resources.

Prerequisites

Ta implement the project the way it was designed to be, you first need to install Google Cloud SDE on your
local machine. Follow this link for further information https,{clowd google com/sdk/docsinstall™hl = fAwindows

Secondly, you need to setup your ;otFarm account or any other form provider and implements the questions
10 yOUr surey.

The sureey questions that you need to implement can be found directly in the Survey Question decument.

Build and provide the gcloud environmenit

Below = an example of how you can deploy the Google Cloud instamces to implement the praject in your
infrastrctire.

1. Export the submission form in X5LX format or C5V from your form provider
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2 Create a dedicated project inside your GCP emvironment Follow this (ink for further information
https/icloud google com/Sdi/poloud/reference/projects tregte

gcloud projects creste <project-ids --mame="Heppy project” --lsbels=type=happy

3. Create a bucket in your GCP environment and wpload the submission form Follow this link for further
information https,fcloud google com/siorage/docs/creating -buckets Hhi=en
gcloud storege buckets creste gs: [/ cbucket-name:
gcloud storsge cp path/tof/submizsion form.csv gs://f<bucket-name:/

4 Create a dataset in your BigQuery environment Follow this link for further information
https/icloud google comyBigguery/docs/datasets thi=en

bq --locstion=«<locetion-remer mk -d <detaset-name:
5. Create the table in your dataset to load the submission form with the proper table json schema of your

submission

.&h I order for the fields (questions from youwr sureey) fo be occepted os o field name, it i recommended to
reformat to follow the symiax rwles for field names in BigQuery: Rield names in lower case, no number as a
first character, cannat contain spaces or special charocters such as *7, °F7. ™" "6°, "™, "% etc.

Example: The question &. Have you formalized andior implesented an inclusicn andior non-
discrimination policy? im your survey should be reformatted to comply with Google Clowd Platform
[GCP) naming conventions when you expaort your submission form as follows

hawe_formalized _and_or_implesented_inclusion_non_discrisdnstion_policy

Follow this link for further information https.foloud google comy/higgueny'docs SchemosFoolumn_names

bq mk --teble cproject-id::cdetaset-name: . table-name: <path_to schera_json:

6. Create a doud function in Google Clowd Functions to process the submission form and load the data into
your BigQuery table automatically Follow this link for further information
https.dfcloud googie.com/Ssdi/poloud reference /functions

o Configure the clowd function to trigger execution as soon as a file iz dropped in the budeet
gcloud functions deploy <funtion-remer --runtime python37? --trigger-bucket <bucket-remes --emtry-|
L] F

ke Cloud function example code

Compute KPIs

This section covers some example of how yow can compute the final KPls based on the scoring gnid definitions in
BigQuery SQL

& Please refer to the Evalugtion and Sowrces Detoll to implement the scoring natation grid assoaated to the
scoring metrics based on your own implementation.
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* Sconng metncs

Ini this section we will provide examples to implement the scoring rules wsing different types of metrics in
BigQuery S0L
1. Matunity level metric

Maturity level grid

Calculation method
MNan existent Policy does not exist
Formalized Policy haz been defined [ outlined but is not yet fully in place
In place Policy is fully im place

Improvement iterations = Actions are regularly taken to improve the impact of the policy

Reporting Impact of the pelicy is measured and reported on

= (Question 6 Have you formalized and/or implemented an indusion and/for non-discrimination policy?
= BigQuery Field: howe formalized implemented inclusion_non discrimingtion policy

¥ Deploy to see the code

--=---- Maturity level metric example -----—-
SELECT
CAZE
WHEN have_formalized_implemented inclusion ron discriminetion policy
WHEN have_formalized_implemented inclusion ron discriminetion policy
WHEN have_formalized_implemented_inclusion_ron_discriminetion_palicy
WHEN have formalized implemented inclusion ron discriminetion palicy
WHEN have formalized implemented inclusion ron discriminetion palicy
BMD A5 equal_cpportunity_policy or prectices_in place

"Policy does rot exist”™ THE
"Policy has been defined /
"Policy is fully in place’
“actions are regularly take
"Impact of the policy is me

FROM <project-ids . cdetaset-name: . ctable-name:

2 Representation metric & depends on country

Some metrics cannot be measured the same from country to country. They have been adapted based on local
demographics and customs

Caloulation method

Number of employeess [ =50]
Number of employees

= 100

* Question 1: Répartition des employés > = Ayant plus de 50 ans > > Nombre total d'employés
s BigQuery Field: ewplopee distribution_over 58 totol count, totol esplopes count
» The grade depends cnc Country

» Deploy to see the code

3. Coverage metric

Metrics rated from low worker coverage, or 0% (rated 1) to full worker coverage, or 100% (rated 5).
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Calculation method

Warkers who are between [19-26] and have a2 permanent contract
L]

Number of employees E] 9.2 | 100

& Question 2 Permanent contracts = = Between 19 and 26 years ald == Mumber of employees with
permanent contracs
a Question 1: Distibution of employees = » Between 19 and 26 years old » > Total number of emiployees
= BigQuery Fisld: permanent controcts 19 to 25 years old count,
employes distribation 19 to_26_years_pld_total count

 Deploy to see the coge

4 Industry-specific metric

Some metrics reguire a benchmark from the fashion industry. For the time being we used averages from
naticnal data, howewver this evaluation should be updated after the industry consultation.

Caloulation method

A 10

= Question 2 Distribution of employees = = Who are women = = Total number of employees
» BigQuery Field: employes distribution fewcle_total count, total employee count

» Deploy to see the coge

L. Gradation towards equality metric

Metrics that should reflect the gap (or lack thereof) in practices depending on warker's profile and
characteristic (e gender, age, etd.

Far instance, the gop between men’s and women's salary for o similar job position with similar competences and
EXpErEnoes.

Calculation method

Average men managers salary — Average womnen managers salany:
Average men managers salary

* Question 58: Equal Pay - Middle and Senior Management » > Average for men » » Gross salary per
rmanagement employes

= Question 5C Equal Pay - Middle and Senior Management = = Average for women = = Gross salary per
management employes

» BigQuery Field: solory equolity mole mid level monegers_sverege gross_salory
salary equality female mid lewel managers sversge gross salary

b Deploy to see the code

. All the caloulation methods, scoring grids, scoring metrics and descriptions are well dooumented in
the Evaluation and Sources Detail

‘Weighing rule

Each KPlz are part of a category. Inside each cotegory, the grade is calculated as the average of the grades of
this cotegory.
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The owerall grade is calculated as the average of all twelve categories, with the two categonies “living
wage” and “gender equality” weighing twice as much in the final agreggated score.

AVEG [all categories except living wage and gender equality)i = 10 + [2 = living wage grade) + (2 + gender equality grade)
14

(back to top)

How to implement Data Visualization

The purpose of the visualization process is to guide decision-making towards optimization at both [fegycle
and value chain levels. Once the data iz completed on the digital survey form, the social data is directly
evaluated and automatically translated wiswally on a dashboard:

= At the headguarters or operations level
« At the supplier level
= At the product level

The initial 5P&L version mobilzes Google Cloud Platforn (GCP), a Bl & analytics serving dashboards for in-
depth, consistent analysis in order to avoid mistakes and provide a consistent analysis. GCP allows a real-time
data processing, and constitutes an essential step in the visualization process. An Excel file for input/output
file in an effort to harmonize and centralize all feedback and 5P8L results from operations and supplisrs.

While the 5P8IL does mot cover decent working conditions itself through the process, but focuses on positive
impacts, the visualization includes awdit score at every level: organization and product through the
completion on GCP or any sodal risk information or auditing information

The visualization offers a granularity -

* Audit score covering decent working conditions
» Cwerall performance score (aggregated)
= Score perimpact categony
= Score per metrics, with best practices and necessary improvement showcased.
Crther direct available infarmation are: the number of workers mobilized by collection, the number of wiorkers

rmobilized by product reference (in average), and a List of references the supplier has worked on - and fink to
access the visualization per product reference.

Through the first version of the 5P&L approach was created a visualization tool which synthesizes essential
elements for decision-making and optimization, by creating the basis for a multicriteria performance
scoreboard, including certifications et audit scores, to fadlitate access, reporting and accounting. Please
find below an example of the representation of the organizations and product scorecards.

brHashboard-screenshot
Crganization or product site dashboard — anomymized example
brashboard-screenshot
Product dashboard - anonymized example

. You can develop your own scoring dashboard based on the template Dashboard Locker. You can simply
create a copy of the dashboard and comnect it to youwr aggregated result toble.

ﬁh Cran’t fonget o refer to the official documentation of Looker If you want more technical information an how
to connect the dashboard to youwr BigQuery Table Quick stort with Looker Studia.
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Usage

In term= of use, integrated into reparting and accounting, the SP&L approach insights are meant to better
inform and facilitate dedsion-making when it comes to resource allocation, targeted imvestmeant for
operations, and capacity-building within the supply dhain. By fadiitating the systematic access to quanitified
positive social performance data which can be compared and monitored over time, the SPEL provides useful
insights for decision-making, valuable and valuated when induded in an investrent and rescurce allecation
analysis. In that way, the S3P8L approach provides a different take on Social Retum on Investment (SRO1) by
creating the necessary and direct basis for a social investment effidency analysis, rescurce allocation
optimization evaluation and forecasts.

The approach directly enables:

» The integration of new performance critena into fully quantified performance reviews of activities,
collections and products

» A systematized resource allocation optimization and maximization analysis, assessing and anticipating
the efficiency of resources. The 5P&L approach fadlitates the assessment of the efficiency of rescurces

allocation throwgh monitoring performance results, directly and over time, and systematically relinking
social value creation to investment efficiency.

Diata collected can be ussful:

» For certification process such as B Corp

= Az the basis for monitoring supplier social practices, capacity-building and creating improvement plans
for suppliers

= Az 3 basis for sodal imvestrment efficiency analysis (monitoring changes in social perfarmance over time
whenaver rescurces are allocated)

& Within product optimization anakysis

Taking action:

The aim with the 5P&l was to provide additional insight for decision-making and to better accompany
change within our supply chain In that way. the steps to take after visualization are the following: (1)
Communicate key information and results to suppliers (2] Define a capacity-building plan bazsed on SP&L KPI
with suppliers (3) Monitor change and organize yearly evolution monitoring (4) Train intemnal teams to
ancitipate data collection, monitoring, and discussion with suppliers.

Far more examples, please refer to the Methadology Neote and Guidelines

(biack to top)

Roadmap

The 5PEL approach is by nature esploratony and ewolutive. [t is intrinsically meant to evolve over time as
sOCic-economic situation by country, regulations, but also industry standards regarding social impact evobve.
Living wage, which is cne of the key itemn measured in this methodalogy, has not yet a single international
recognized standard.

The methodology will be regulary updated. Other key topics which we aim to include in a future iteration of
the methodology are value sharing, value distribution and value redistribution which we aim to indlude in a
“walue chain parners" new stakeholder category. Further, current progress in traceability will more than likely
further the possibilites to get additional insight and betier manage positive social impact within supply
chains. We hope this leads to a systemization of performance measwurement and mienitoring in the longer run
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The creation of the SP8.L approach created an opportunity to discuss best practices at the industry level
related to social impact. As these discussion continue, we hope and anticipate that they will also contribute to
ambitiously move the needle. We welcome change, progress and conversation to continue this journey
together. Please do not hesitate to contact as sustainability@chloe.com

See the open issues for a full list of proposed features (and known issues).

(back to top)

Contributing

Contributions are what make the open source community such an amazing place to learn, inspire, and create.
We are always open to contributions to improve the SP&L project. Any contributions you make are greatly
appredated.
If you have a suggestion that would make this better, please fork the repo and create a pull request. You can
alzo simply open an izsue with the tag "enhancement”. Don't forget to give the project a star! Thanks again!

1. Fork the Project

2 Create your Feature Branch | git checkout -b festure/AmazingFesture )

3. Cornmit your Changes | git commit -m '&dd some AmazingFesture” |

4 Push to the Branch { git push origin festure/fmazingFesture ]

5. Open a Pull Bequest

Chioé is a company that has always acted in favor of equality. We aimi to foster a community where people of
all genders, ethnicities, social backgrownds, sexual orientations, ages and disabilities - visible and invisible - 1o
make particpation in cwr project and cwr community.

Therefore, you are requested to follow the code of conduct at CODE_OF_CONDUCT.md while contributing to
the project @

(back to top)

License

Distributed wunder the GMU AGPLYI License. See Lzcense for more information.

(back to top)
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Annex 7. SP&L Approach Data Visualization and Dashboard
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Annex 8. SP&L Approach Survey Questions (English)

English (UK)

Saocial Profit & Loss Approach = SclfaAssessment

Dear partner,

As a commilted company, we wanlt Lo offer our customers traceable,

responsibly produced products

That is why you receive this new social questionnaire. This questionnaire is
complementary to the social audit. Secial compliance, compensated through
social audits, is a guarantee that any worker involved in the manufacture of
our products enjoys decent working conditions, while this complementary
survey aims to assess all potentially positive social practices, including, but
not limited to, diversity, gender equality, pay, training, and wellness

practices.

This questionnaire includes six pages of information to be completed as well

as a page of additional remarks, and a glossary.

Please note that the guestionnaire focuses almost exclusively on HR data,
and the process does not include active employee participation or individual

interviews.
Onee you have received this e-mail, we have given you a deadline for

completing the questionnaire of three weeks, during which time we remain

at your disposal to answer any questions.

After the completion process, a documentation verification process can be
organized remotely by Elevate, a process that should not take more than
three hours and will not require any additional time for workers. Chloé bears

the costs of the documentation verification process if' it takes place.

This approach is an opportunity for us to become aware of the positive

social practices of our partners, practices that we do not yet measure.
We count on your commitment and thank you in advance for your

collaboration. We are of course at your disposal if you have any questions

about the approach and the process.

Initial information

All fields marked with * are required and must be filled.

Name of the company and/or production site *

XX

In which country is your company or production
site located? *

United States

Pays

Total number of employees *

33
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Category 1: Diversity & Inclusion
All fields marked with * are required and must be filled.

Glossary = Living Wage Table

1. Employees description *
Total Number of Employees

Between 15 and 18 years old
Between 19 and 26 years old
Between 27 und 50 years old
Cver 50 years old

‘Who are women

Who are men

In a situation of ha

icap or invalidity (glossary, 1)
Having your country's nationality

Number of employees recognized s disadvantaged
waorkers (glossary, 2)

2. Long-term contracts *

Total Number of Employees with &
permanent contract

Total number of employees with a long-term
contract

Between 15 and 18 years old
Between 19 and 26 years old
Between 27 and 50 years old
Over 50 years old

‘Whe are women

‘Whe are men

In a situation of handicap or invalidity (glossary,
Having your country's nationality

Number of employees recognized as
disadvantaged workers (glossary, 2)

3.A Governance - Shareholders *

Tetal Number of Sharcholders

Total Number of Sharcholders

Between 15 and 18 years old

Between 19 and 26 years old

Between 27 and 50 years old

Cver 50 years old

‘Whe are women
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‘Who are men

In a situation of handicap or invalidity (glossary, 1}

Having your country’s nationality

Number of sharchold ized as disad 1
workers (glossary, 2)

3.B. Governance - Management *

Total number of employees
management (CEQ, Board, Directors)

Between 15 and 18 years old
Between 19 and 26 years old
Hetween 27 and 50 years old
Crver 50 years old

Who are women

‘Who are men

In a situation of handicap or invalidity
(glossary, 1)

Having your country's natienality
Mumber of employees recognized as

disadvantaged workers (*glossary, 2)

3.C. Governance = Managers (Middle managers and
managers) *

Number of employees with 2 managerial
grade (middle managers and managers)

Total number of emplayees with  managerial
grade {middle managers and managers)

Between 15 and 18 years old
Between 19 and 26 vears ol
Between 27 and 50 years old
Over 50 years old

Whe are women

‘Whe are men

In a situation of handicap or invalidity
{glossary, 1)

Having your country's nationality

Number of employees recognized as
disadvaniaged workers (*glossary, 2)

4. Representation of employees in a works council
and/or a trade union *

Mumber of employees who are representing other
employees through a work council and/or a trade
union (if applicable)

Totel number of employees
belonging to & works council andior
unian

Between 15 and 18 years old

Between 19 and 26 years old
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Between 27 and 50 years old
Over 50 years old

Whao are women

Whe arc men

In a simation of handicap or
invalidity (glossary, 1}

Having your country’s nationality

Number of employees recognized
a3 disadvantaged workers
(*glossary, 2)

5.A. Equal pay - Manual workers and non-
executive and non-managerial employees *

Salary per employee (worker, non=
execulive, non-manager)

Average
Median (glossary, 8)
Average for women

Average for men

Average for employees with a nationality from
your country

Average for employees with a nationality other
than the one from your country

Average for employees with disabilitics (glossary,
)]

Average for employees recognized a5
disadvantaged workers (*glossary, 2)

Average: Tor employees between 15 and 18 years-
wld

Average: for emplovees between 19 and 26 years-
ald

Average: for employees between 27 and 50 years-
old

Average : for emplayees who are aver 50 years-
ald

5.B. Equal pay - Middle managers and managers *

Average
Median (glossary, 3)
Average for women

Awerage for men

Average for employees with a natianality from your
country

Average Tor employees with a natianality other than the
one from your country

Awerage for employees with disabilities (glossary, 1)

Average for ¥
warkers (*glossary, 2)

Awerage: for employees hetween 15 and 18 years-old

Average: for employees hetween 19 and 26 yearseold
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Average: for employees between 27 and 50 years=old

Awerage : for employees who are over 50 years-old

5.C. Equal pay - Management *

Average

Median {glossary, 8)
Awverage for women
Awverage for men

Awerage for employees with a nationality from your
country

Awerage for employees with a nationality other than
the ane from your country

Average for employees with disabilities (glossary, 1)

Average for emp
workers (*glossary, 2)

recognized as di

Average: for employees berween 15 and 18 years=old

Average: for employees between 19 and 26 years=old

Awerage: for emplovees between 27 and 50 years-old

Average : for employees who are over 50 years-old

Salary per employee (middle
management)

5.D. Equal pay - Minimum wage paid in the

company *

Please indicate below the minimwm wage paid i the company

5.E. Equal Pay - Living Wage *

Numberof  Nomberof

emplayees ':‘.:i ¥
paid the Fiha the
adjusted adjusted

living wage living wage

Women

Men

Employees with
the nationality
from your country

Employees with
another
nationality from
ihe ome in your
country

Employees with a
recognized
disability
{glossary, 1)

Disadvantaged
employees
(*glossary, 2)

Employees who
are between 15 &
18 years old

Number of Number of
employees
employees ;
. paid more
paid the non-
. than the non=
adjusted " .
g adjusted living
living wage

wage
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Employees who
are between 19 &
26 years old

Employees who
are between 27 &
50 years old

Employees who
are over 50 years-
ald

Category 1: Diversity & Inclusion

All fields marked with * are required and must be filled.

6. Have you formalized and/or implemented an
inclusion and/or non-discrimination policy? *
No policy in place
Policy defined but not yet implemented in practice
Policy formalized and implemented

Policy formalized, put in place, and actions are taken to ensure
continuous improvement

Policy formalized, put in place, actions are taken to ensure continuous
improvement, and reporting exists to monitor the effectiveness of the
actions carried out

Additional information - if relevant

1T vou have implemented an internal policy aimed al preventing discrimination ( 4} and far the
inchesion af'all, based for example on the inchsion of employees of all ages, oni adentity,
and developing u strategy lo promote more professional divessity, please list the main elements i the
hax below. Please send us back a copy of the document and proof of dilfusion

File upload - if relevant

7. Have you formalized and/or implemented a
specific policy for employees with recognized
disabilities? *

No policy in place

Policy defined but not yet implemented in practice

Policy formalized and implemented

Policy formalized, put in place, and actions are taken to ensure
continuous improvement

Policy formalized, put in place, actions are taken to ensure continuous
improvement, and reporting exists to monitor the effectiveness of the
actions carried out

Additional information - if relevant

If you have implemented &n intemnal policy aimed at preventing discrimination (glossary, 4) and to
facilitate the inclusion of your employces with a recogaized disability, enter the main clements in the
box below. Please send us back a copy of the document and proof of diffusion.

File upload - if relevant

BROWSE FILES
AND DR LES

DRAG P FI1 HERE
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Category 2: Employee well-being

Definition of well-being in glossary, 10.

All fields marked with * are required and must be filled.

Glossary

1. Offer promoting employee health and well-
being *

Number of employees
benefiting

MNumber of employees benefiting from aceess to occupational
health services in addition to legal requirements

Number of employees mobilized vearly in wellness services and
affer

2. Absenteeism (detailed definition in *glossary,
12)*

Level of employes absenteeism (annually,
taking into sccount the year 2021-2022)

Number of employees who have been
absent once during the past year

Mumber of employees who were ahsent
more than once during the year

Estimated absenteeism rate (annual)

Average number of days of absence per
employee

Number of employees whose shsence is
related to an injury

Number of employees whose ahsence is
related to ancther medical reason

Category 2: Employee well-being
Definition of well-being in glossary, 10.

All fields marked with * are required and must be filled.

3.A. Maternity and paternity leave (detailed
definition in *glossary, 11)*

Mo parental leave policy

Maternity leave policy in place

Maternity and paternity leave policy in place

Policy in place to extend maternity and paternity leave

Additional information - if relevant

Indicate below if the ipsternity palicy your employees benefit from

3.B. Company or inter-company kindergarten
system
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No company kindergarten system
Company kindergarten system in place

Additional information - if relevant

Indicate below whether your company sets up i compan

ter-company kindergarden system, as

well as the means made availahle to new parents when they reintegrate into the company at the end of

maternity/patemity leave,

Category 3: Training & Job Specificities

All fields marked with * are required and must be filled.

Glossary

1. Training *

Total number of cmployees having received al least on training
during the pest year

Totzl number of employees having benefited from training once
(one type of training) during the year 2021-2022

Total number of employees having benefited from several
training courses during the year 20212022

Share of training expenditure on the total budger for the year
2021=2022

Number of employees having benefited from soft skills training
(skills related to listening, inferactions, ete.)

Number of employees having benefited from technical training

Number of employees having benefited from leadership or
‘management training

Number of intergeneratienal training (junior or unskilled
employee trained by a senior or skilled employee)

Number of employees commitied to passing on their knows=how
(*glossary, 13)

Number of employees mebilizing advanced technieal skills

Average seniority of employees using know-how (*glossary, 13)
(in years)

2.A Observed and/or measured positive effects
related to training

Salary increases following training

Internal promotions following training

Estimated monetary gains following the training

Productivity gains following training

2.B Positive effects observed and/or measured
linked to the training - description, if relevant

3. Unfilled qualified positions (definition in
glossary, 14)*
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Number of unfilled qualified positions

Number of initially unqualified employees who
received training

Number of associated internal promations or
transfers

4. Job quality & specificities *

Average empluyees job tenure (in years)
Average employee tumover (in %)

Number of employees who received a
promation

Number of employees who received a salary
raise

Category 4: Tmpact on local communities

Glossary

1. Participation in local employment

Percentage of workforce who origmally come from the lecal community
(oeillage, city, reghon) in which yourr bsincss s Jocated

Have you fi ized & local i policy (p i i from
the local community(ies))?

If applicable, what percentage of your suppliers are suppliers from your
Tegion and/or your country?

Category 4: Impact on local communities'

All fields marked with * are required and must be filled.

2.A Have you formalized and/or implemented a
policy to avoid the displacement of local
populations as a result of your activity? *

No policy in place

Policy defined but not yet implemented in practice

Policy formalized and implemented

Policy formalized, put in place, and actions are taken Lo ensure
continuous improvement

Policy formalized, put in place, actions are taken to ensure continuous
improvement, and reporting exists to monitor the effectiveness of the
actions carried out

File upload - if relevant

2.B Have you formalized and/or implemented a
policy to integrate migrant workers into your
company? *
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No policy in place
Policy defined but not yet implemented in practice
Policy formalized and implemented

Policy formalized, put in place, and actions are taken to ensure
continuous improvement

Policy formalized, put in place, actions are taken to ensure continuous
improvement, and reporting exists to monitor the effectiveness of the
actions carried out

File upload - if relevant

BEROWSE FILES
DRAG AND DROP FILES HERE

2.C Have you formalized and/or implemented a
policy to protect cultural heritage? (*glossary, 16) *
No policy in place
Policy defined but not yet implemented in practice
Policy formalized and implemented

Policy formalized, put in place, and actions are taken to ensure
continuous improvement

Policy formalized, put in place, actions are taken to ensure continuous
improvement, and reporting exists to monitor the effectiveness of the
actions carried out

File upload - if relevant

2.D Have you formalized and/or implemented a
policy to better respect the integrity, intellectual
property and economic rights of local
communities? *

No policy in place

Policy defined but not yet implemented in practice

Policy formalized and implemented

Policy formalized, put in place, and actions are taken to ensure
continuous improvement

Policy formalized, put in place, actions are taken 1o ensure continuous
improvement, and reporting exists to monitor the effectiveness of the
actions carried out

File upload - if relevant

2.E Have you formalized and/or implemented a
policy to promote education? *
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No policy in place
Policy defined but not yet implemented in practice
Policy formalized and implemented

Policy formalized, put in place, and actions are taken to ensure
continuous improvement

Policy formalized, put in place, actions are taken to ensure continuous
improvement, and reporting exists to monitor the effectiveness of the
actions carried out

File upload - if relevant

Additional Information

Glossary

1. Were there any creations or destructions of jobs
related to your commercial collaboration with
Name of the company for this year? Any remark or
feedback on your commercial relationship with us?

1f yes, please specify,

2. Number of employees directly involved in our
collections and productions references

Please specify (with description) the number of employess directly involved in the latest collection,

3. Number of employees directly involved in our
collections and productions references

Please specify (with description) the number of employees directly involved in the product reference
which was specified.

4. Are there other positive social practices that you
would like to bring to our attention and which have
not yet been covered by this survey?
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I yes, please specify,

5.A. Do you have a certification attesting to your
social impact? (Example: BCORP, FairTrade,
WEFTO, SAR000)

IF yes, please pecify below.

5.B. File upload

Glossary

Diaablitty. Disabily Is undersiood as 3 phanomanon comprsing the physical andior mental Impalmments
of the person, the resuliing functional limitations and Se Interacion with society and the environment, as
refiecied In the Cl of the O n's Funciioning Word Healm Organization
(WHO}) and classified through the Intemational CiassMcation of Functioning {ICF). Constitutes 3 disaiity
any limitadion of activity or resiriciion of participafion In Ife In soclety suffered In his envirenment by a
person due i @ substantal, Iasting or defintive alteration of one or more physical functions, sensory,
mental, cognitve or peychic, a multpie disabllfy or 3 disabing health proolem. The Law on the
employment of disabled paople (Law no. 63 of 12 March 1090: "Reguiations on the right 1o employment
for parsons with disabilties™) Is the main legislation concaming disabillty employmant In Kaly. Basad an
the slze of their workforce, both private and public sector employers are required o hike 3 certain
percentage of disabled workers: employess wih more than 50 employess must meet 3 7% disanlity
employment quota, at least 2 disabled workers must be hired In workplaces of 36 to S0 employees,
workpiaces of 15 to 35 employess must hire at least 1 disabled woeker If they operate new Intake, and
disanled workers hin2d on temparany contracts Tor a penod of I2ss than 3 months cannot Inciugsd In e
percentage. In other wonds SMpOYErs MUSt hire Msabled workers Tor lnger perods 1o meet e legal
requirment.

Diszdvaniagad workars. A disadvaniaged worksr fefers 1o any person who belongs 1o 3 category which
nas diMculty anterng the |anour markst without assistance, namaly 3 person mesting 31 least ane of the
following eleven oriteria:

m any person who Is undar 25 or s Wihin two years afier completing full-tme etucation and who
nas nat previously obaained his or her first reguiar paid employmant;

{iy any migrant workar who moves or has mawed within the Community or becomes resldent In the
Community i take up work;

iy any person who |s 3 member of an ethale minorty within 3 Member Stats and who requires
development of his or her inguistic, vocational training or work expenence profie to enhance
prospects of gaining acoess to stable employment;

) any person who wishas to enter or to re-enter working Iife and who Nas been absent both from
work and from education for 3t least two years, and particularty any person Who gave UD Work an
account of the dificutty of reconcliing his or her working Ife and family He;

w any parson IVing & 3 singie acult looking ater a child of chilren;

) any persan wha Nas not attained an upper sscondary educatonal qualNcation or its equivalent,
Wwhi 80e8 Not have a Job o who Is I0sing his of har jo;

) any person older than 50, who does not have a job or who I8 losing his or her job;

(i)  any long-tenm unemployed person, 12, any person who Nas besn unemployed for 12 of the
[previous 16 months, of six of e previpus Sight manths in the case of persons under 25;

] any parsan recognised to be of 10 have been an admct In 30o0rLance With national law;

) any person wno has nat obtained his or hes first reguiar paid employment since beginning a
[penod of Imprisonment oF other penal meastme;

() any woman In 3 NUTS Il geograghical area whare average unemploymant has exceeged 100 %
of the Community average for at least two calendar years and whese female unemplioyment has
exceeded 150 % of the male unempoyment rate In the arsa concemed for at l2ast two of the
[past ree calendar years.

Marginalization. According fo the definion of the World Falr Trade Organization (WFTO), based on a
review of exsing definiions by USAID, the Word Bank and the OECD, among other relevant
organizations, marginalzation Is “the systematie denial of the Teedoms erjoys sociely at large. This
multifaceted and parsistent disavaniags l2acs 1o axclusion from the development process. This s mostly
assoclated with elements of Ideniity (Le. race, gender, ethnicity, casie, religlon, ebc.) or location Le. Le.
disaster or conflc-affected, remote and sigmatized areas, among others).

Diacrimination. Disciimination may concem “any distinction made between natural persons on the basis
of their origin, thelr sex, their family stuafion, their pregnancy, thelr physical appearance, thelr surmame,
thair placa of residence, their state of heaitn, thelr nandicap, heir genetic characiedsics, thair mares, their
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‘sexual onientation oridentity, thelr age, thelr poitical opinions, thelr rade unkon actvities, el membership
aF their nor-bionging, real of SUPpDS2d, t 3 given Sthnic Jroup, Nation, race o reigln’.

Job Tenurs. Job tenurs 5 measured by how long workers have baen In thelr curment or main job or with
thelr current employer and i expressed In number of years. They can be converted Into months by
multiplying them by 3 factor of 12 (months).

Turnover. Tumover, at the lewel of an astablshment or fim, Is the net change In empioyment between
twa paints In tim — the total numbar of [obe ereated minus the NUMbET of Jabs at have disappears. It
does not Include vacancies that remaln urilied and jobs that begin and end during the cbservation Intenal,
which Is most often one year.

Work Council. Sody In charge of economic, cuitural and soctal functions wiTin a company and having
the material and inancial means io do s0.

Madian. The median |s tha middie valug In 3 list oroared from smalast to lameast.

Tha living wage. The Iving wage [s defined a5 the minimum Income necsssary for 3 worker 1o meet their
Bask: needs, which Inciude food, shelter, education, ciothing, and transportation. The puposs of 3 Iving
wage |5 to enable 3 Worker to 37ord a basic but decent standard of IMing through empioyment without
government sudsidies. The t2nm Iving wage” Bfers from the terms minimum wage and subslstnce wage.
A minimum wage is mandatory, determined Dy legisiation. It must meet an Individual's basic needs, but
may s Invoive 3 workar relying on govammant grants for additional Income. A Ing wage is 3 minimum
Income ihat prowides roughly the bare necessities of Ife. A lilving wags |s pald voluntarlly and helps avold
excessive overtime, multiple Jobs, and ensures access fo and respect for baslc human rights such as
access 10 food, clothing, housing, not suffer from soclal deprivation and be able to withstand crises for the
‘2mpioyes and for his family.

Living wage esfimation per country, based on Fair Wage Metwork's database (Jamuary 2023)

The SPEL s based on the Fair Wage Network referantial to measure and evaluate the payment of Iiving
wages for thelr supplers. Fair Wage Network provides two levels of evaluation for Iving wages: non-
adjusted Iving wage (n Mis cass, the INdhidual worker's salary must Tully cover the neads of his or her
tamily), and adjusted-Iving wage (In this case, the saiary of the worker |s added 1o Oher INComE eaMmsrs
In e family to cover hismer fTamily needs). In both cases the Fair Wage Network advises o take into
account the Neads of a typlcal family compased of two aduits wiih a number of chikiren along the national
fetilty rate.

Country Adjusted Living Wage Hon-adjusted Living Wage
Ing) timation In €}
China 327 611
France 1361 2245
In®ia 143 207
Raly &29 1343
Madagascar 54 101
Fonuga il EEE]
Romania 450 819
Slovakla 1 1045
Spain 715 1251
United Kingdom 2423 4182
Unhed States 2851 4348
Vietnam 183 321
. Well-Being. Tha OECD | for Coog and Developmeant) eleven

with well-deing, Including materlal conditions (Income, weaith, housing, quallty of employment), fie
qguarantae and praservation of health, aceess to knowledge, the developmant of skils, the qually of their
Enviranment and thelr sense of secunty. According o e OECD, quallty of If2 350 eNCOMpasses how
people are connected and engaged, and how and with wham they spend telr time (work-ife balance,
soclal connections, chic engagement). We Inciude In well-peing Initiatives and offers by the empioyer
which go beyond regulatory demands: for Instance any medical offer (for Instance: doctar visits on site,
praciitioner visits, mental heafth-related offer by employer, upgrades of seatng options for comfort) tat

go beyond what Is regquired by the [aw, and any activity (for Instance: sport offer, meditation, yoga, cultural
workshops andior visits) which s oflered by the empioyer to workers.

. Parental lsave. Parantal leave ks an Individual iight that allows workers to take 3 cartain numiber of months'

le@e on the Dirh or agoption of 3 chid, to be taken before the child reaches a speciied age. In accordance
with national legislafion, collective agreements andior practice, employers should allow workess io take
tme aff from work for Unforeseeabie /easons Gue to 3 family emergency In Me event of Skkness or
accident, If Mey nacessitate Me ImMmediate presence of the worker (temad Torce majeurs’ leave). This
Includes the matemity leave ana/or the patemity leave, a penod of absence from work grantsd to @ mather
Defore and after the birth of her chlid.

For member states of the Ewopean Union: On 24 January 2013, within the framework of the Ewropean
Pikar of Social Rights, the European Commission, the Eurcpean Councl and the Europaan Pariament
agreed to adopt 3 proposal for 3 directive on work—i%2 balance for parents and carers. According o the
new directive, whlle parental leave stil stands at a minimum of four months, two of thess months may now
be transfemed to the otner parant and will b2 paid, In order o encourage uptake from men. This individual
Mgt to parental leave of four MoNths must stll be taken before the child reaches a specifiad age (a
maximum of eight years), to be set by each Mamber Stats or by collectve agreement. Each Memoer State
s able %0 make the right to panental leave subject 1o 3 period of wark qUAIMcaZion of 1 3 length of senvica
qualification, which shall not exceed one year'. Employees will also be able i reguest flexible uptake,
which g alsg et to Member States to define.

Absentsslem. Apsenieelsm Is the fact of baing habitually or systematically absant from e workplace.
Apsentesism |5 assessed by studying the cause, frequancy and Surstion of 3D5ENCSE OVEr 3 given paniad.
‘We Inciuge In absenteeism sick leaves, o leaves related to Injury, and exciude from absenteelsm rate any
panental leave, of justfied leaves for famiial reasons. In order 10 calculate the absentesism rate, take the
number of unexcused absences In a given period of ime, divide i by the total period, and muitiply the
resut by 100 to get the percentage of absentesism over a year.

. Know-How. Know-how has no estabilshed definition, but represants practical knowledge or skil, acquired

and Fansmitied, which ks spacific 1 the Industry, rare, agvanced andior compiax on 3 t2chnical level. This
kil can come from a longstanding Famson local or national). In the SPEL context, In Orger io assess
now-now, employens Sholsd assess the number of Melr employees that ane (1) skiled with an agvanced
andior rare technical andlor fradiional Sechnique, and that are (2) actively transmitting their rare, complex
and advanced technical skil to odher employees, ncluding younges worker, through a specific and
dedicated training.

Qualified Job poettions. A qualfisd [ob position mobilzes 3 Worker who Mas from the start of ther
employment a specific experience In the INgustry, documented skl or tnbute e job position require.
Proof of gualification can Include diplma with 3 speciatty o relevant past expenience. Qualifled postions
Include bath and non- poslitions.

Local Communities and Hires. A local community is @ group of Interacting pecole sharing an environment.
In human communities, Intention, bellef, resources, preferences, needs. nsks and @ numbser of other
condtions can be prasent and commaon, afecting the Kentity of the paridipants and thelr dagrae of
cohesion. The local community is directy linked to the location of your business o production site, and Is
mag up of the local population, the familias of your empioyess, and local employees and busl

at a minimum. A local hire means that the employer offers a contract to an individual who Is “domicled”
In the same willage, ciy of region as he company or production ste at least saven days prior to
commencing work. Hiring locally means that at the time of hire, the residence of an employee s In the
‘same direct community, town or region s Me position for which ey are recrulted for.

5. Cultural Herltage. The UNESCO defines cultural hertage 35 Including artsfacts, monumeants, 3 group of

buidings and skes, museuns that have a dliversity of values Including symboilc, histonc, artistic, aesthetic,
ethnological or anthropological, sclentific and social significance. It Includes anglble heritage (movable,
Immilie and underwater), Intangibe cultural hertage (ICH) embagded Into cultural, and natural hentage
arefacts, sites or monuments. The defnition exciudes ICH related %0 other cultural domains such as
festivals, celabration stc. It covers Industrial hertage and cave palntings.
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Mathilde ASSEMAN
Accounting for social utility.

The creation of an SP&L (social profit and loss)
approach for the fashion industry.

Résumeé

Via ce travail de recherche, nous discutons des logiques historiques et des facteurs contextuels pour la création
d'une approche SP&L (social profit and loss) pour I'industrie de la mode, et pour son déploiement en tant qu'outil
de gestion opérationnelle, et de gestion inclusive des données. Nous explorons et contextualisons la maniére dont
les outils de gestion commerciale, et de données, peuvent représenter un mécanisme essentiel pour les processus
de responsabilité et de contrle qui sont essentiels & la RSE. Nous explorions également la maniere dont ces
outils peuvent aider a intégrer la RSE stratégiquement au sein des entreprises. A travers l'analyse des
caractéristiques intrinseques du SP&L, nous analysons spécifiquement les roles joués par les caractéristiques
d'accés (ou de mesure), de traduction (ou d'évaluation) et de levier de gestion (ou de visualisation), afin de
favoriser I'efficacité, I'optimisation et la création de valeur lors de I'allocation des ressources. Nous mettons en
valeur I'néritage de l'utilitarisme qui conduit a des réinterprétations des formats de comptabilité (P&L) et des
formats d'allocation des ressources afin d’intégrer les facteurs de performance sociale et environnementale. Nous
proposons en outre de nouveaux modeles et criteres opérationnels pour l'intégration stratégique de la RSE, y
compris un modele de contrdle complet des données et un modele centré sur des colts situés et inclusifs, plutét
que sur la monétarisation des effets fondée sur des estimations. Enfin, nous fournissons la méthodologie complete
et les formats de mise en ceuvre du SP&L, développé en collaboration avec notre partenaire industriel, la marque
de mode Chloé.

Mots clés : Valeur, performance, impact social, P&L, outil de gestion, données, mode

English Summary

With this research work, we discuss the historic rationales and contextual factors for the creation of an SP&L
(social profit and loss) approach for the fashion industry, and for its deployment as a business and data
management tool. We explore and contextualize how business and data management tools can represent an
essential mechanism for the accountability and control processes which are essential to CSR, and can help
integrating CSR within businesses. Through the analysis of the SP&L intrinsic features, we specifically analyze
the roles played by access (or measurement), translation (or evaluation), and management leverage (or
visualization) features, in fostering efficiency, optimization and value creation when allocating resources. We
showcase the heritage from utilitarianism which leads to reinterpretations of P&L and resource allocation format
to integrate social and environmental performance factors. We further propose new operational models and
criteria for CSR strategic integration, including a full data control model and a situated and inclusive cost focus
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model. Lastly, we provide the full methodology and implementation formats for the SP&L developed in
collaboration with the fashion brand Chloe.

Key words: Value, performance, social impact, profit & loss, business management tool, data, fashion
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