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A Critical Examination of Corporate
Environmental and Social Impact
Measurement and Valuation

Judith Stroehle1 , Ali Aslan Gümüşay2,3 ,
Laura Marie Edinger-Schons4, Amyn Vogel2 , Alnoor Ebrahim5,
Andreas Rasche6, Andrew King7 , Ken Pucker5, Richard Barker8,
Juliane Reinecke8 , Giovanna Michelon9 , Stuart Cooper10 ,
Dror Etzion11 , Karim Harji8, Marya Besharov8 , Colin Mayer8,
Nien-hê Hsieh12 and Emma van den Terrell13

Abstract
Can measuring and valuing the impact of business on society and the planet lead to a more environmentally and socially ori-

ented style of capitalism? This is the main hope and assertion of corporate environmental and social impact measurement and

valuation (IMV), which calls on organizations to measure their positive and negative impacts on their stakeholders and the

environment and to subsequently translate them into monetary units. This curated dialog critically examines the components

of this concept—environmental and social impact, its measurement, and its monetary valuation—by bringing together leading

experts in the field who discuss the opportunities and risks of IMV. The purpose of this article is to place IMV under deep

investigation and envision new ways that work with, complement, or replace organizations’ desire for management via quan-

tification and financialization.
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Introduction

Judith C. Stroehle, Ali Aslan Gümüşay, and Laura
Marie Edinger-Schons

Humanity is facing existential sustainability challenges such
as the climate or the biodiversity crisis, human rights issues,
or geopolitical instability. Companies play a central role in
causing and tackling these problems and many face increas-
ing societal and regulatory pressures to provide transparency
around their own positive and negative environmental and
social impacts (i.e., their externalities). This transparency is
seen as key to assess corporate sustainability—that is the
firms’ systemic relationship with the natural environment
and society, and its management in the long term (Bansal
& Song, 2017). It can also hint at the credibility of firms’
proclamations to pursue a higher purpose beyond profit
(e.g., Gartenberg et al., 2019; Mayer, 2021, 2024; Rock,
2020), and thus the signaling of corporate responsibility
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(Bansal & Song, 2017). Yet, on both accounts, recent analy-
ses show that most companies are still behind the curve on
the transformation toward sustainable business (e.g., Haffar
& Searcy, 2018; IPCC, 2023; Siemens, 2023). In relation
to climate change, for instance, many companies lack specific
transition plans and interim targets to decarbonize their oper-
ations and even despite ambitious climate pledges of organi-
zations and countries, overall CO2 emissions worldwide are
still on the rise (Liu et al., 2024). As a consequence, we are
far from meeting the 1.5°C target formulated in the Paris
Agreement. Also, with regards to social topics, companies
face exceeding difficulties to grasp their impacts on, for
instance, human rights in their supply chains. Attempts to
manage these are often superficial, and don’t address the
root causes of negative impacts, such as structural inequali-
ties in producing countries (Bartley, 2018).

To address these issues, many regulators, managers,
investors, and scholars have now put their hope in the trans-
formative power of increased transparency and accountabil-
ity through impact measurement and monetary valuation
(IMV). These measurement approaches not only seek to
better quantify corporate environmental and social impacts,
but also to allocate financial values to externalities, usually
through methods such as shadow pricing or
willingness-to-pay assessments. In doing so, this approach
seeks to widen the toolbox of corporate sustainability-related
measurement, which, in the last decade, has depended
heavily on investor-focused environment, social, and gover-
nance (ESG) ratings and rankings. Recently, research has,
however, called into question the ability of such ESG data
to deliver complete and reliable assessments of corporate sus-
tainability—pointing to problems such as self-selection, low
data quality, or “ESG divergence,” meaning that a company
can have a high score in one rating and a low score in another
(Berg et al., 2022; Chatterji et al., 2016). Additionally, efforts
of sustainability disclosure regulation and standardization
have emerged with tremendous speed. Especially with the
introduction of the Corporate Sustainability Reporting
Directive (CSRD) in the EU and the new global
International Sustainability Standards Board (ISSB) stan-
dards, increased availability and comparability of corporate
sustainability information is meant to heighten stakeholder
pressure, helping to hold companies accountable for their
impacts and incentivize and accelerate a sustainable transfor-
mation. Whether such standards and increased transparency
can deliver on this promise, however, remains to be seen.

These developments highlight just how dependent we, in
society and markets, are on measurements and numbers in
our assessment of corporate sustainability (see, e.g.,
Arjàlies & Bansal, 2018; Giamporcaro & Gond, 2016;
Power, 2004). Yet, the quantification of topics so complex
as corporate environmental and social impacts often has a
Janus face. While it may very well enable managers and com-
panies to better internalize externalities, it can also be a

dangerous tool of abstraction and commodification, poten-
tially hindering instead of enabling real sustainability trans-
formation (Brennan & Jaworski, 2015; McGraw & Tetlock,
2005; Satz, 2012). Yet as ecological destruction and social
instability intensify, people will rightfully seek and ulti-
mately demand alternate paths to restore balance to our
natural, social, political, and economic systems. Questions
of alternative performance, impact definition, and measure-
ment, even monetization therefore must be critically dis-
cussed. In this context, our curated dialog is meant to take
a step back and critically reflect on the latest sustainability
quantification movement—that of IMV. We do so by
posing the following questions: What are the potential
merits and pitfalls of defining, measuring, and monetizing
corporate environmental and social impact? And what are
potential modifications and alternatives to ensure a balanced
management of companies’ “impact” on the world?

We invited fifteen distinguished colleagues, who are
experts in the field, to reflect on these questions. The col-
leagues we chose have all previously worked and published
on the topic of corporate environmental and social impact
and its measurement or valuation. It was also important to
us to invite authors from different fields (notably manage-
ment, entrepreneurship, accounting, and business ethics), to
shed light on the problem from various angles. Readers
will find that not all individual pieces of this dialog are in
agreement. Instead, we offer a broader perspective on how
impact, as well as its measurement and valuation can be
viewed distinctively through different lenses. To structure
this dialog, we split the essays into three sections along the
three core components of IMV and the challenges that are
associated with these elements. Concretely, we ask: (a).
What do we mean by “impact,” and how do we assess it
(the “I”)? (b). How do we account for companies’ environ-
mental and social impacts (the “M”), ensuring that we do
not only manage what is easily measured, but also capture
that which is implicit, intangible, and thus in principle
unmeasurable? (c). When and how is it (in)appropriate to
use monetary valuation for impact assessment, and what
are the (un)intended consequences that go hand in hand
with monetizing and thus commodifying environmental
and social impacts (the “V”)? In the following, our curated
dialog offers responses and reflections on these questions.

In the ‘Challenge 1: Defining Impact’ section, the chal-
lenge of defining “impact” is at the core of our dialog. The
discussion delves into the problem that various stakeholders
have varying understandings and interpretations of what cor-
porate “impact” means. Common to most impact definitions
are open questions of additionality (would a certain impact
have occurred without the company?) and intentionality
(did the company mean to create this impact?).
Furthermore, insights into the performativity of varying
impact definitions (Beunza & Ferraro, 2018), that is, how
such nuances of impact and its definition affect the views

2 Journal of Management Inquiry



of management about sustainability, are largely absent from
the discourse.

Linking to this in the opening essay, Amyn Vogel and
Alnoor Ebrahim highlight how the consideration of organiza-
tional ecosystems and the understanding of “collective
impact” is important. They identify four pillars essential to
addressing the complexities of “ecosystem strategies.” In the
following essay, Andreas Rasche reflects on this question in
the context of recent regulatory developments, and the
concept of double materiality which is a cornerstone of the
EU’s understanding of corporate sustainability. Rasche out-
lines why this concept is important and how both financial
and impact perspectives are needed and complementary—
but also how they require separate logics to prevail. Finally,
Andrew King and Kenneth Pucker take a provocative stance
by arguing that the attempt to capture corporate impacts may
be a futile exercise. Still, recognizing the importance of the
transformation task, King and Pucker argue for a focus on sys-
temic, financial incentives rather than the imperfect assessment
of impact.

In the ‘Challenge 2: The Translation into Measurement,
Accounting and Reporting’ section, we zoom in on the chal-
lenge of translating impact into measurement, accounting and
reporting. Most are intimately familiar with the saying “what
gets measured gets managed.” Yet, scholarship in the past
has also extensively reflected on the downside of reducing
facts to simple numbers without recognizing the social con-
struction that underlies their creation and the potential dom-
inant logics that they may carry into systems (e.g., Bermiss
et al., 2014; Eccles et al., 2019; Espeland & Sauder, 2007;
Porter, 1995). This brings out the tensions we face when
making things “countable,”which doesn’t automatically trans-
late into making them “count.” To appreciate this further, it is
helpful to consider measurement in the context of narratives
(Burchell et al., 1980). Take regulation as an example: back-
lashes against ESG in the United States face off against an
agenda to “level the playing field” in the context of swooping
new reporting regulations in the EU. In both cases, the (dis-)
appreciation for corporate sustainability related numbers is
deeply embedded in political narratives. Understanding
impact measurement in each context is thus only possible in
combination with these narratives.

Reflecting on this, Juliane Reinecke and Richard Barker
open this section by discussing how sustainability and
“impact” considerations create an entirely new temporality
for reporting and management, which is often not fully appre-
ciated yet. They underline that this requires new tools and
logics, which may have to shift away from tools, logics,
and capabilities of existing systems, such as financial report-
ing. Picking up on this, Giovanna Michelon and Stuart
Cooper further expand on the challenges of “accounting”
for impact. They outline how traditional systems run into
challenges with (a) combining stakeholder views, (b) incor-
porating uncertainty in substance and measurement, and (c)

the corporate culture that a focus on financial measures has
created. The authors thus highlight important systemic con-
tingencies that underlie the missing integration of impact
considerations at the firm-level. Dror Etzion closes this
section with another provocative thought: Is the problem
perhaps data itself? By focusing on what he calls the “data
treadmill,” Etzion invites us to think about the imperfectness
of quantitative assessments and their potential detriment from
a more fundamental perspective.

Finally, the ‘Challenge 3: Monetary Valuation and
“Financialization”’ section focuses on the challenge of
assigning monetary values to corporate environmental and
social impacts, and the associated “financialization.” Many
have discussed the implications of expanding market norms
into social norm-based exchanges (Sandel, 2012; Satz,
2012), but few have considered this in relation to corporate
impact and its measurement. Related fields of study include
research on “taboo tradeoffs” (McGraw & Tetlock, 2005),
commodification (Brennan & Jaworski, 2015; Satz, 2012),
and conflicts between social and market norms (Heyman &
Ariely, 2004). Regarding emerging methods, there is a critique
with regard to the political elements of valuation (Thomson,
2021), and lack of transparency, peer review, and validity of
methods (Bebbington & Antheaume, 2021). Furthermore,
method development often lacks participation and, thus, legit-
imation, leading to criticisms of new forms of colonialism
(Darian-Smith, 2016; Frenkel & Shenhav, 2003), where a
group of (usually Western) experts is developing views of
impact which affect people worldwide. Finally, aggregating
and “netting” of positive and negative monetary impacts—
practiced by industry alliances such as the Value Balancing
Alliances—has been criticized extensively due to the known
moral limits of cost-benefit analyses and utilitarianism
(Lowry & Peterson, 2012; MacIntyre, 1992; Nussbaum, 2000).

Reflections on the challenges of impact valuation are par-
ticularly pertinent considering the remaining questions that
exist around impact definitions (challenge 1: defining
impact section) and impact measurement (challenge 2: the
translation into measurement, accounting and reporting
section). In other words: How can we value that which we
not fully understand? In their contribution, Marya
Besharov and Karim Harji argue that assessments of finan-
cialization should go beyond simple pros and cons. Using
examples from impact investing, they illustrate how financia-
lization has advanced comparability and adoption, while also
prompting alternative approaches that better account for
context and stakeholder perspectives. Taking a more
decided stance, Colin Mayer follows with a critical essay,
highlighting that we should include values in existing finan-
cial valuation rather than attempting to financialize values.
He brings forth the idea of a “just profit,” springing from
values in financial assessments. To round up this section
and our curated dialog, Nien-hê Hsieh and Emma van den
Terrell take on the ethical perspective in relation to monetary
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valuation of impacts. Building on considerations of morality
and responsibility, the authors highlight how commodifica-
tion often breaches ethical boundaries—particularly where
“netting” of impacts is involved. With this, they close the
dialog by reminding us that numbers are never neutral con-
cepts, but that they inadvertently carry ideas of morality
and normativity, which we must critically consider.

In summary, we offer three observations to the readers of
this curated dialog before setting them off on their journey
through the nine contributions. First, corporate impact—
although on everyone’s mind these days—remains a multifac-
eted concept, also in this dialog. We argue that there is value in
such (structured) diversity. By pulling together perspectives
frommanagement, entrepreneurship, accounting, and business
ethics, one naturally invites alternative views on what “corpo-
rate impact”means, and what end its assessment should serve.
Some see it as an opportunity for investors to better assess
social enterprises, others reminisce about its value for transpar-
ency, and yet again others consider its relevance as a guiding
element to responsible decision making. Recognizing and crit-
ically reflecting on this diversity of impact thinking can do
much for us in helping to understand the nature and difficulty
of the dialog around assessment in this space and should also
guide the reader through the following contributions.

Second, while environmental and social impact debates
are naturally linked—particularly if perceived through a
system’s lens—we suggest that there is merit in also recog-
nizing these spaces separately given the unique challenges.
By default, many examples that are chosen for impact mea-
surement focus on the environmental impact dimension,
since measurement is oftentimes easier and practical applica-
tions are more widely spread. Yet, the social dimension is
where assessments often become more normative, and
where ethical issues and tradeoffs become more obvious.
Examples range from human rights issues in supply chains
(e.g., monetary valuation of child labor) to assigning monetary
values to fatal accidents and, thus, putting a price tag on
human lives. The practice of impact measurement and valua-
tion in such areas is facing issues that relate to, for example,
the moral limits of markets, commodification, and incommen-
surability. The “social” is thus where even more insights and
reflections are needed. For each contribution, we invite the
reader to reflect on both the (environmental and social) appli-
cations and limits of impact measurement and valuation.

Finally, we invite the reader to take this dialog as an invi-
tation to identify and recognize the need and many opportu-
nities for new research in this area. The following
contributions give us a holistic picture of important consider-
ations of context, regulation, stakeholders, time, values, and
ethical boundaries in impact measurement and valuation,
highlighting just how broad the concern and debate in this
field is. Each of these areas links to a rich tradition of critical
academic thinking, but also offers insights into (research)
paths not (yet) taken. For example, we need empirical

evidence to outline the desired need as well as the potential
undesired effects of corporate decisions that rely on monetary
impact values. There is also ample need for case studies and a
deeper understanding of the mechanisms on ethical tradeoffs
and how they are managed, or the questions of global (in)jus-
tices that may arise. We hope this curation will inspire some
new questions and work in this area, so that the dialog con-
tinues in a well-informed manner.

Challenge 1: Defining Impact

Ecosystem Impact: Four Pillars
Amyn Vogel and Alnoor Ebrahim

At the heart of the grand societal challenges of our time—
from climate change and global health pandemics to disinfor-
mation and the risks of generative artificial intelligence—is
the question of how to deliver and assess “impact.” What
do we mean by “impact” and how can managers of organiza-
tions be strategic about creating and measuring it?

While these questions are relatively new in the context of
corporations and markets, they have long been foundational
to the work of nonprofit and public sector organizations.
Drawing on this adjacent literature, we adopt a simple defini-
tion of impact: the “difference made” by organizations on
society and the environment. While diverse stakeholders
often have varying perspectives on what impacts matter, a
crucial task of leadership is to be intentional in setting spe-
cific impact goals, and thereby to integrate those goals into
business strategy. A vast literature on impact offers managers
tools for clarifying their models of cause and effect (theory of
change), developing indicators along that causal path (logic
models), and methods for conducting rigorous evaluations
(Benjamin et al., 2023).

There are two especially fraught challenges confronting
any organization that seeks to deliver impact: the causal com-
plexity of change, where the pathways to impact are often non-
linear, multidirectional, and poorly understood; and limited
control over all the factors necessary for producing impact,
even when the causal pathways are well understood. In prac-
tical terms, this means that impact, aiming at overcoming
grand societal challenges, cannot be achieved by organizations
acting in isolation from one another. These challenges are glar-
ingly apparent in global efforts to combat climate change and
zoonotic diseases.

What, then, is a manager to do? Addressing complex soci-
etal challenges requires an “ecosystem strategy” that brings
together the fragmented actions of disparate actors into a
coherent whole. Thereby, we refer to the interactive and coop-
erative participation of different organizational entities with
the purpose of tackling societal and ecological challenges
(Adner, 2017; Kania & Kramer, 2011; Sadri et al., 2025).

To achieve this, we identify four main pillars of an ecosys-
tem strategy (Ebrahim, 2019). The first is developing a
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“system framing” which requires mapping the larger organi-
zational ecosystem and identifying levers for intervening in it
(Meadows, 2008). Who are the key players that are likely to
affect outcomes? What are their relationships with one
another? What are the negative and positive impacts pro-
duced by this system? Where is the system fragmented,
and where are the opportunities for better integration?

Building on this system framing, the second key pillar is
the creation of a strategy that enables collaboration among
actors with complementary skills and capabilities. What
might a more coherent ecosystem look like, where single
organizations (or “niches”) act in concert to address a
problem? How can the relationships between key players—
corporations, nonprofits, or government—be restructured to
deliver better impacts for society? Cross-sector partnerships
offer promise for tackling problems as wide-ranging as
water management and artificial intelligence (Sadri et al.,
2025), as do integrated models of healthcare that address
social determinants such as isolation, literacy, and psycho-
logical constraints (Vogel et al., 2023). In a similar spirit,
blended forms of finance offer ways of funding impact that
take advantage of the varying risk appetites of investors.

This brings us to the third pillar of ecosystem impact: clear
and measurable system-level outcomes. What are the core
impact goals that bind various players together—and which
cannot be achieved alone? A prominent example is the rise
in global surface temperature goal of 1.5–2°C negotiated
under the Paris Agreement by 196 parties. Such a system-level
goal is not only a powerful expression of shared values among
diverse actors, but it also provides a focus on results that actu-
ally matter for society. At a smaller scale, many communities
across the United States have set a target of zero chronic home-
lessness, which can only be achieved through cross-sector col-
laboration among for-profit housing developers, nonprofit
service providers, and municipal governments that set
zoning rules and budgets for housing.

But such outcomes are unlikely to be sustained without
accountability for results, the fourth pillar. Absent a means
of rewarding or enforcing both collective and firm-level
targets—through auditing and ratings systems that value
social and environmental performance on par with financial
results, systemic financial incentives that reward long-term
strategy, and regulatory and legal regimes that align private
with collective benefits—there will be few incentives for man-
agers to prioritize, create, and measure ecosystem impact.

Financial and Impact Materiality—Two Sides of the
Same Coin
Andreas Rasche

The discussion of ESG-related impact measurement is
intertwined with the debate around how firms should assess
the significance (“materiality”) of ESG topics (Garst et al.,

2022). Advocates of financial materiality believe that firms
should focus on those ESG issues that affect a company’s
financial bottom line. Financial materiality aims at meeting
investors’ information needs by focusing on economically
relevant ESG risks. This perspective became a key pillar of
the ISSB reporting standards. Advocates of impact material-
ity suggest that firms should also select ESG topics based on the
effects that a firm creates on people and planet. The determina-
tion of impact materiality involves stakeholder feedback and
can thus significantly help to define the social impact of
firms. It is a key pillar underlying the EU’s CSRD. While the
CSRD considers financial materiality it also requires firms to
disclose their societal impacts (resulting in a “double material-
ity” approach that combines financial and impact perspectives).

In 2023, ISSB Chairperson Emmanuel Faber called the
EU’s double materiality approach “simplistic” as well as an
“ambitious choice” (Faber, 2023). He voiced three criticisms,
which we want to put into perspective. First, he argued that
impact materiality lacks a common denominator, as impact
on people and planet cannot always be expressed in eco-
nomic terms. It is indeed true that not all social and environ-
mental impacts can (and should) be valued in monetary terms
(Fourcade, 2011). One limitation is that the salience of such
impacts depends on stakeholders’ preferences. The salience
of a labor rights violation is experienced differently by the
affected worker, the company committing the harm, and
the regulator trying to find a solution. However, this does
not imply that we end up with a “myriad of piecemeal uses
of information” (Faber, 2023). A labor rights violation
remains a labor rights violation even when we cannot
express its effects objectively in monetary terms. This is
why the European Sustainability Reporting Standards do
not ask firms for economic valuations of impacts but
instead require assessing the scale, scope, and irremediability
of these impacts. Another limitation of Faber’s argument
relates to the role of economic valuation of ESG impacts.
After all, there is also a business case for corporate unsustain-
ability. So, valuing ESG impacts purely from a monetary per-
spective may allow companies to justify unethical or
unsustainable impacts on ESG issues.

Faber’s second critique focused on his belief that it is too
much work to account for all ESG impacts due to measure-
ment problems (e.g., local impacts on biodiversity). His argu-
ment is that measuring all ESG impacts (i.e., the positive and
negative impacts that a firm has on ESG issues) in a precise
way is unrealistic. Some ESG impacts are indeed difficult to
measure, especially because standardized metrics are lacking.
But how much precision is necessary to judge whether an
impact is material? Many ESG impacts are measured
through narrative disclosures which entail discretionary deci-
sions. Such discretionary decisions also exist in financial
accounting, just think of the rich debate around fair value
accounting (Black et al., 2022). Neither financial nor
impact measurement represent an objective reality.
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Finally, Faber suggests that impact disclosures are not
the same as real-world impact. Focusing on double materi-
ality could therefore “obscure the need for political ambi-
tion” (Faber, 2023) as politicians may believe that
regulating the disclosure of ESG impacts is sufficient to
trigger actual performance. In other words, the disclosure
of ESG impacts will force companies into action and
hence undermine future political ambitions to effectively
regulate sustainability. Of course, we can expect politicians
and other stakeholders to know that more ESG disclosures
do not ipso facto lead to more sustainability actions (see
e.g., Michelon et al., 2015). There is even room for
arguing the opposite: impact disclosures can trigger politi-
cal ambitions because they create transparency around
how firms affect people and planet. Such transparency is
badly needed and can pave the way for politicians to regu-
late corporate activities in more fine-grained ways (see also
Barker and Reinecke below).

We should not fall into the trap of arguing for either
financial or impact materiality. The problem is that there
is no common standard for comparison. Both types of
materiality reflect two sides of the same coin. A firm’s
societal impact has financially material effects, while
financially material information also shapes long-term
ESG impact (e.g., by steering capital allocation). To put
it simply: we need a both/and approach to materiality,
not an either/or one. In practice, such a both/and approach
requires that companies truly assign equal importance to
ESG risks and impacts when designing their sustainability
strategies. Above all, this requires deep and honest stake-
holder engagement so that actual and potential impacts as
well as stakeholder preferences can be adequately judged,
and materiality thresholds determined. Such a stakeholder-
centric approach to materiality helps companies to frame
and understand the economic, social, and ecological
systems with which they interact over longer time horizons
(see also the contribution by Vogel and Ebrahim above).
Adopting such a perspective blurs the distinction
between financial and impact materiality because it links
companies’ effects on social and ecological systems with
potential economic consequences (Grewatsch et al.,
2023). A reductionist view, which is exclusively focused
on financial materiality, does not capture that in the long
run companies’ ESG impacts will have direct or indirect
financial consequences (e.g., because of reputational
effects).

Valuing the Environmental and Social Impact of a
Company
Andrew King and Kenneth Pucker

In June of 2021, activist investor Engine No. 1 forced
ExxonMobil to replace three members of its board with

three directors more attuned to issues of sustainability.
Environmentalists hailed the change and projected the trans-
formation of Exxon as a more sustainable corporation
(Reguly, 2021). They expected that ExxonMobil, and other
oil producers, would increase their investments in renewable
energy and better manage their existing contributions to
climate change. But four years later, ExxonMobil seemed
to reverse course by buying Pioneer Natural Resources—a
large producer of natural gas. Now, some environmentalists
decry the merger as a cynical retrenchment (Colgan, 2023),
while others are more sanguine: Eccles (2024) argues that
the merger might even be good for the environment
because it would put Pioneer under ExxonMobil’s stricter
schedule for carbon reductions.

How should we judge the impact of ExxonMobil’s near
$60 billion acquisition? Measuring its financial impact is
relatively straightforward. It involves estimating how the
valuation of ExxonMobil changes because of the acquisi-
tion. But what about the social and environmental impact
of the merger? Without a market measure, that is more dif-
ficult to determine. It requires estimating how
social-environmental impacts will change in response to
the acquisition, and such estimates require many assump-
tions, tradeoffs, and judgments. For example, if the acqui-
sition makes natural gas more readily available, that could
reduce human suffering, but also increase pollution. How
should impacts of these be calculated and compared?
Extraction and pumping of gas may create needed jobs,
but also increase inequality. How can the net effect be
gauged?

Analysts seeking to value impacts also must consider that
systems may respond in unexpected ways. Adding more
solar to an energy system may seem like an environmental
no-brainer, but it can, in some instances, increase pollution
by shifting dispatchable electricity production from gas to
coal, because coal plants may be more cost-effective for
bridging periods of low solar output. Banning suppliers
from employing children to harvest Cacao may seem to
advance social welfare, but not if it worsens food insecurity,
or if those children end up working in more dangerous occu-
pations, or if the children are replaced by trafficked individ-
uals. Sometimes doing “the right thing” can lead to
unintended consequences (see also argument of Hsieh and
van den Terell, or Etzion below). The eminent biologist
Holling (1978) showed that fire prevention can sometimes
endanger forests by creating conditions, such as more
forests with dry connected branches, that facilitate hotter
and more damaging conflagrations.

So, how can corporate nonfinancial impacts be measured?
There are a range of imperfect ways.

The most popular current way is to count each company’s
seemingly good and bad impacts, assign values to these pos-
itives and negatives, and sum them up in an impact valuation
(Serafeim & Zochowski, 2020). This approach is supported
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by powerful institutions and people, but it has evident prob-
lems. Consider a corporation making the material “carbon
black.” The production process is dangerous and polluting,
and the product itself is a possible carcinogen. Intuitively,
companies producing carbon black should receive a negative
impact valuation. But the material is needed to produce tires
and lithium-ion batteries. Close down production of carbon
black producers and human welfare would fall. Does that
mean they should be judged to have a positive impact?
Where does one draw the boundary?

A second method for measuring corporate impact is better.
It tries to estimate the net effect of a company on the entire
system (Allcott et al., 2023). Remove the carbon black pro-
ducer and simulate what happens. This means considering
how all stakeholders are influenced by the firm, making the
net impact of the firm apparent. But there are limitations to
this approach, since it requires complex and uncertain mod-
eling. The potential for innovation is particularly difficult
to capture. Shortages can increase innovation, setting the
entire system into a new state.

A third approach tries to estimate the efficiency of the
various impacts. Thus, it assumes that carbon black is
needed and valued and asks only: how well did each firm
produce carbon black? Did it use a lot of energy resources
of a little? Were a lot of workers injured or a few? How
good was the product quality? Relative to other firms doing
the same thing, is it better or worse? This approach has the
advantage of practicality, but it ignores the baseline, and
vital system impacts of the company.

We argue that firm impact is, in fact, the wrong level for
sustainability measurement. It is akin to measuring the sus-
tainability of an ecosystem by looking at the health of a
single species. Ecosystems and economics systems are too
complex to evaluate in this way. They must be understood
by making system-level interventions, such as a carbon tax
or emission limits, and then observing how the system
responds. Both economists and ecologists have learned
how to manage systems adaptively—making governing
changes and then adjusting inputs in response to system-level
changes. For example, economic analysis is used to govern
rates and supply of money available to banks, and these
rates are adjusted as the economy accelerates or slows. In
ecology, managers have learned to use inputs of resources
to control the health of forests, adjusting as the health of
the system varies over time. The sustainability of any
single bank, or tree, is immaterial. What matters is the sus-
tainability of the system (see also Vogel and Ibrahim above).

If corporate impact is to be measured, it should be with
regard to the support of these system interventions. Does a
company advocate for needed policy changes—such as inter-
ventions to reduce carbon emissions (through a tax or permit
system)? Is it engaged in precompetitive collaboration with
other industry actors? What it does to bring about better
system-level control best captures its impact.

Challenge 2: The Translation into
Measurement, Accounting and Reporting

Temporality and Sustainability Reporting: The
Changing World of Accounting From a Verified Past to
an Unanticipated Future
Richard Barker and Juliane Reinecke

The disclosure of sustainability-related risks and opportu-
nities, as required by the ISSB, and the extension to impact
reporting, as required by the EU’s CSRD, heralds a profound
transformation in the temporal orientation of corporate
accounting practices (Barker, 2025). This shift moves away
from the traditional emphasis on verifying historical data to
a proactive engagement with an unpredictable, resource-
constrained future. Companies are compelled to confront a
new reality shaped by climate change-induced uncertainties
and systemic resource constraints. In this essay, we explore
this transformation by examining three interconnected tem-
poral shifts.

First, it induces a shift in perspective from operating in an
infinite world to a finite world. Financial accounting has his-
torically been designed for individual entities in a context of
seemingly infinite resources, with an implicit assumption of
perpetual growth. This paradigm, however, is proving
increasingly inadequate in the face of mounting systemic
constraints and environmental limits. Businesses now face
direct implications, such as the availability of raw materials
and the resilience of supply chains, and indirect implications,
such as shifting technology pathways, changes in consumer
behavior, and evolving government regulation.
Sustainability reporting requires companies to consider criti-
cal biophysical thresholds, such as the planetary boundaries
framework that defines the Earth’s system limits for a safe
operating space for humanity (Rockström et al., 2009).
This framework highlights the finite nature of resources
and the associated issues of rivalry and potential depletion,
emphasizing that business operations are embedded within
a broader ecosystem (see also Vogel and Ebrahim above).
This forces critical reflection on the dynamics of systemic
behavior, including the challenges of collective action and
interdependencies. Addressing resource depletion thus
requires coordinated efforts that extend beyond individual
actions to encompass the (future) actions of others within a
global, interconnected system.

Second, in that context, we cannot rely on financial
accounting’s traditional focus on past performance. In tradi-
tional financial accounting, past profit and loss statements
have been central to assessing a company’s performance.
However, in the face of incipient discontinuity and transition,
past performance loses some its predictive value, and there-
fore its relevance to investment decision making.
Sustainability reporting instead looks forward and is largely
focused on anticipating the financial impact (see also
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Rasche above) of future risks and opportunities.While finan-
cial accounting’s retrospective perspective may obscure the
risks associated with depleting resources, sustainability
reporting’s future-orientation actively assesses whether and
how a company is adapting to the challenges posed by a
looming climate crisis. For instance, companies might evalu-
ate how operations could be disrupted by potential risks of
water scarcity, or how green technology could create busi-
ness opportunity. This shift is vital as it acknowledges that
the future cannot be assumed to mirror the past, especially
in the face of climate crisis-related disruptions, which con-
fronts companies with tipping points, nonlinear dynamics,
unpredictable events or changing opportunity sets and
unforeseen potentialities. The Taskforce on
Climate-Related Financial Disclosures has therefore recom-
mended the use of tools like scenario analysis. As opposed
to forecasting, scenario analysis stimulates imagining “con-
trasting and divergent frames of the future to help address
deep uncertainty” (Lang & Ramirez, 2021). By identifying
a reasonable diversity of potential future climate scenarios,
such as a 2 °C versus 3 °C scenario, scenario analysis pro-
motes future orientation; companies are not evaluated
against the past but in terms of resiliency to a range of plau-
sible climate-related risks and opportunities in the future.

Third, sustainability reporting fundamentally reconfigures
the temporal flow in corporate accounting. Traditionally,
accounting practices have operated on the premise that time
flows linearly from the present into the future, projecting
cash flows based on past and present performance. This
approach has implicitly assumed a stable and predictable
environment. However, resource depletion, critical thresholds,
and planetary boundaries means that the future exerts a reverse
influence on the present, hence changing the arrow of the flow
of time (Lord et al., 2015). Thus, sustainability reporting envi-
sions a future that influences the present, altering the temporal
perspective. This requires looking ahead into a potential future
by setting long-term future targets that align with desired
future states, and then working backwards from it to define
the necessary steps to achieve those goals, including gover-
nance, strategy, risk management and pathways. This
approach contrasts with financial accounting, which feeds a
valuation approach that relies primarily on future cash flows
projected from past and present performance, discounted to
adjust for risks of the same. For instance, companies may
pledge to achieve net-zero emissions by a specific future
date, such as 2040. To meet this target, they create a detailed
Transition Plan that outlines actionable steps and interim
targets, such as specific reduction milestones for each year,
thereby effectively working backward from the future goal
to ensure progress is on track. Performance is no longer eval-
uated solely in terms of past achievements but is instead mea-
sured against these future targets.

In sum, sustainability reporting represents a paradigmatic
shift in corporate accounting, driven by the recognition of

finite resources and a climate crisis-driven world. It departs
from the past-oriented temporal assumptions that are implicit
in traditional financial accounting, adopting instead a future-
oriented corporate perspective that recognizes the constraints
of finite resources and systemic interdependencies. It looks
forwards to risk and opportunity rather than backwards to
historical performance. Finally, it positions corporate report-
ing as a process of evaluating current performance in relation
to future goals rather than documenting incremental improve-
ments to historical performance.

The Challenges of Accounting for Impact
Giovanna Michelon and Stuart Cooper

Accounting aims to provide information that is relevant
for decision making, whether the decisions are those of inves-
tors assessing the value of corporations or of managers decid-
ing on investments. Yet, there is an extensive literature
suggesting that accounting can contribute to significant neg-
ative impacts on people and the environment through what it
counts for and what it leaves as invisible (Bebbington &
Larrinaga, 2014). The new European reporting framework
adopting a double materiality perspective (see Rasche
above) represents a step forward in embedding sustainability
impacts into accounting and therefore decision-making.
However, whether this will improve the future well-being
of the planet and its people will very much depend on how
practice will tackle some challenges related to the determina-
tion of “material” impacts and their measurement, and the
extent to which sustainability impacts will be embedded in
key internal decision-making processes.

First, to determine which impacts to report, one challenge
relates to how to combine different stakeholder views that
may deem as significant certain impacts but not others, and
whether some of the highly significant impacts for certain
stakeholders may be left out in the process of quantifying
and averaging various views. This is why, for example, it
is important to engage a broad range of stakeholders that
are impacted upon in the phase of identification of material
impacts, not just in the prioritization phase. Such engagement
will need to mix inclusive dialog techniques with data collec-
tion methods and offer transparency as to how divergent sta-
keholder views are reconciled. More innovatively, and
building on Vogel and Ebrahim (above), stakeholder
mapping could adopt a system framing to identify the
levers for intervention. Similarly, determination of material
impacts relies on the expertise of the stakeholders involved
in the process, and one may question whether such stakehold-
ers would be knowledgeable with, for example, the biodiver-
sity implications on aquatic life of hospitality facilities in
proximity of a water body. Science and public–private part-
nerships could have a key role in determining materiality
thresholds, although the extent to which businesses engage
with experts is not clear.
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Other challenges relate to the nature of some sustainability
impacts themselves. There is uncertainty about the time
horizon in which specific impacts may materialize. For
some, such as climate change, science supplies trajectories
models and simulations, but not for others, so estimating
the likelihood and severity of an impact is highly subjective,
even when knowledgeable stakeholders are involved in the
process. The narrative component in accounting for material
impacts can enhance transparency around such subjectivity.
Second, the significance of impacts may be “local”—affect-
ing the context in which they happen, yet when scaled up to
an organization’s boundaries, they may be deemed as irrele-
vant. The impact of a new incinerator in an area with high
concentrations of particulate matters may be discounted as
not material at the organization’s level, yet the local impact
on people’s health will be significant. Whereas traditionally
accounting has been conceived for individual entities (see
also Barker and Reinecke above), accounting for material
impacts needs explicit consideration of the sustainability
context in which those entities operate. In this sense, the sus-
tainability context principle proposed by the GRI standards is
useful to assist decisions about which impacts need to be
accounted for, given they are contributing to the cumulative
impacts of all actors in that local context. Lastly, impacts on
ecosystem conditions have a cumulative nature, that is, they
cumulate across different actors and over time. Such a
problem is for example widely tackled by science on the
health of our oceans, and there is some encouraging evidence
that sustainable commercial fishing initiatives have decreased
anthropological stressors (Halpern et al., 2015), but this is
less clear for other ecosystems, for example, in relation to
agricultural nitrogen pollution (Schulte-Uebbing et al.,
2022).

Notwithstanding the problems of assessing whether a
certain impact is material, the measuring of the impact
itself is problematic. Even in presence of mature standards
and technical protocols, such as in the case of greenhouse
emissions, it is recognized that measurement will always
embed a degree of uncertainty (Milne & Grubnic, 2011).
Uncertainty, and therefore potentially inaccuracy of GHG
emissions data, may stem from the model being used or the
parameters on which the model is calibrated. So, any mea-
surement of impacts should at the minimum be acknowl-
edged as inherently uncertain (Bebbington & Larrinaga,
2014) and be transparent on the key assumptions being
made (Michelon et al., 2020), in an effort to foster learning
about the new challenge highlighted by Barker and
Reinecke of “looking ahead” and “working backwards.”
However, if the underlying data is inherently uncertain, any
further step to monetizing such data would simply give the
illusion of providing a simple comparable number, whereas
the number would be highly subjective, and we caution
about advocating monetization in every instance.
Furthermore, accounting for impact should happen with a

sufficient degree of granularity to provide information
about the severity and likelihood of the impacts and the
reasons for their occurrence.

Finally, there is still a cultural challenge of embedding
sustainability considerations in daily business decisions and
accounting tools (Michelon et al., 2024). Sustainability
issues are not always considered to be at the core of the busi-
ness, and are often, from an organizational perspective,
siloed and disconnected. Further action is required in devel-
oping corporate governance arrangements to enable busi-
nesses to navigate complex sustainability issues and foster
integration of impact concerns in the business model. Also,
we highlight the key role that management accounting has
in addressing the possibility of internal, substantive change
and that incorporation of sustainability impacts in manage-
ment control systems and internal decision making is indica-
tive of authentic commitment (Garcia-Torea et al., 2022).
Whether and how firms embed considerations of sustainabil-
ity impacts in the decision making of managers are at present
open questions.

The Data Treadmill
Dror Etzion

Discomfort with data on business sustainability is nearly
as old as the data itself. No small amount of effort has
been expended on understanding and describing data defi-
ciencies, and on devising ways to fix them. As shortcomings
come to light, new data sources arise, with the goal of being
better calibrated, more comprehensive, more up-to-date.
Inevitably, each endeavor is revealed after some time to be
imperfect, flawed, limited, not up to the task. Every attempt
to improve data quality and quantity is met with an equal
and opposite critique demolishing its credibility and utility.
One can predict, perhaps not too rashly, that future data col-
lection initiatives—supercharged with smart devices and arti-
ficial intelligence?—will garner excitement, followed not
much later by a sober reassessment. This ceaseless cycle of
tweaks and refinements constitutes a data treadmill: constant
movement but no arrival at a destination.

Curiously enough, decades of this dynamic have led data
providers and reporting organizations not to deep reflection
and reconsideration, but rather to a doubling down.
Organizations don’t seem to be able to stop collecting and
reporting data. Too many processes have been built upon
generating, analyzing, and reporting it. Too many people
have learned how to organize their lives around it, game it,
withhold and provide incentives based upon it. Businesses
can modify and rejigger their sustainability data, laboriously,
but it is not easy to jettison, in whole or in part.

It may be time to concede that business sustainability data
are inevitably error-prone, incomplete, poorly weighted and
aggregated, subject to manipulation, and hard to verify
(Callery & Perkins, 2021; Chatterji et al., 2016). Systemic,
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ripple and spillover effects of corporate sustainability efforts
—critical information, in my mind—remains impervious to
measurement. As King and Pucker conclude in their essay
above, accurately and comprehensively measuring the
impact of every firm is an “impossible task.”

But are these imperfect efforts better than nothing? I
would assert that the data treadmill is not innocuous or a
mere distraction. It creates resistance and breeds disenchant-
ment. Sustainability data serves few (primarily consultants
and analysts), pleases fewer, and outrages many. The cri-
tiques come from all directions. Antigreenwashing activists
are as indignant as the anti-ESG crusaders. The former are
sure that the data belies the truth; the latter that the data
reveals underlying intentions all too well.

Yet, these outcries haven’t impeded advocates from trying
to do better, based on the belief that data are essential for
motivating and spurring desirable action. There are several
pathways through which this might be plausible. Data may
generate awareness that will orient organizational efforts
(Porter & van der Linde, 1995). Data may factor into
market decisions that will discipline corporate behavior and
orient future action (Slager & Chapple, 2016). Data may
stoke umbrage, thence shame, and thereby self-correction
(Bartley & Child, 2014). Or perhaps the opposite—data
may spur a race to the top, and thereby secure customer
loyalty. Underlying these theories of change are big assump-
tions about how data works in the world. Some pathways are
founded on an information deficit model of change
(Suldovsky, 2017). Others adulate the action of markets.
All assume that knowledge precedes and directs action. A
lot of ifs.

A disconcerting reality is that transforming sustainability
into data, through quantification, is the essential first step
of considering sustainability to be an economic good. Once
data are available, the move to valuation and monetization
is not even a leap—it is a clear path on well-trodden
ground. I have increasing admiration for indigenous cultures
that simply cannot and therefore will not assign numbers to
natural systems. My own brain does this all too easily alas,
and I suspect I am not alone. I am skeptical that indigenous
worldviews will gain much traction outside their communi-
ties, even though in North American institutions of higher
learning we invoke their names and traditions regularly.
But I think the world would be impoverished if their data-
deficient way of engaging with sustainability were to vanish.

Here in the modern West, Schendler and Jones (2018)
write eloquently about the sources of motivation for
working on climate change; it “endow[s] our lives with
some of the oldest and most numinous aspirations of human-
kind: leading a good life; treating our neighbors well;
imbuing our short existence with timeless ideas like grace,
dignity, respect, tolerance and love.” No mention of data.

Numbers—these bloodless symbols—tend to push values
and ideals into the background. But I am not certain that this

serves us. Are we prepared to bet that sustainability data is a
path to salvation? That we can avoid difficult conversations
around messy topics like justice, and fairness, and harm,
about life and death? These are disquieting and delicate
topics, often uncomfortable to dwell upon. They require
introspection, discussion, and debate. Thinking and convers-
ing about them is not easy, but it is necessary. On their own,
without ideological and cultural grounding, sustainability
data won’t cure what ails us.

Challenge 3: Monetary Valuation and
“Financialization”

(En)countering the Financialization of Impact
Measurement
Karim Harji and Marya Besharov

Amid diverse attempts to measure the benefits and costs of
social impact initiatives (Benjamin et al., 2023; Ormiston,
2019; Michelon and Cooper, above), recent developments
have emphatically advanced financialization—the use of
principles, tools, and mindsets associated with a market
logic that emphasizes efficiency and quantification
(Chiapello, 2023; Mau, 2019). Existing assessments of finan-
cialization tend to either laud its direct benefits or emphasize
its shortcomings. For example, some analysts have con-
cluded that standardization and comparability of impact
metrics, a core motivation of financialization, is necessary
to attract interest and capital from mainstream investors
(Zochowski et al., 2022). Others have argued that by simpli-
fying complex social changes into comparable metrics, stan-
dardization produces an overly reductive approach that often
fails to capture holistic social and environmental impact
(King & Pucker, 2021; see also the essay of Michelon and
Cooper above). Yet by adopting a relatively narrow, either/
or lens, both types of assessments only focus on part of the
picture. To fully understand the implications of financializa-
tion, we need to widen the aperture and view it in the context
of a broader ecology of approaches to impact measurement
(Olsen et al., 2019).

The field of impact investing (Hehenberger et al., 2019)
provides an illustration. Impact investing includes a diverse
range of investment strategies, structures, and investor
types that are intentionally seeking both financial returns
and measurable social impact (similar to impact materiality,
see Rasche above). The field is now estimated to involve
over one trillion dollars globally. Early impact investing mea-
surement initiatives such as the Impact Reporting and
Investment Standards (IRIS), a metrics taxonomy, and the
Global Impact Investing Rating Systems (GIIRS), a ratings
service, were explicitly designed to mimic measurement
approaches in the financial sector (Brandenburg, 2012).
Over time, both IRIS and GIIRS gained visibility and adop-
tion by promoting standardization and comparability (Hand
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et al., 2020). Yet they also spurred alternatives including
some that challenge the dominant financial paradigm.

Initiated in 2008 as a metrics catalog drawing on a range
of different sectors, IRIS was housed at the Global Impact
Investing Network, and eventually became perceived as a
set of standards. Adoption of these standardized metrics
grew significantly over the following decade, but investors
also continued to use customized metrics alongside them,
particularly to capture social impact in context-specific
ways. Then, in 2016, a new multistakeholder approach
emerged—the Impact Management Project (IMP). Unlike
prior efforts, the IMP engaged in a multiyear process of con-
vening stakeholders and securing buy-in for a standard lan-
guage for describing “impact” across both investors and
enterprises—what became known as the “Five Dimensions
of Impact” or “Impact Norms.” The dimensions were explic-
itly not presented or imposed as standards. Rather, the dimen-
sions offered fundamental “building blocks” for a common
language of impact, while retaining flexibility in how each
dimension could be used to describe impact in a context-
specific way and to inform impact measurement. The dimen-
sions were also designed to be generalizable—so that they
would be accessible to a range of users—and to be interoper-
able with other standards—meaning that they could work
together in a systematic way. Over time, in fact, they
became an integrated component of other leading standards,
including the upgraded version of IRIS, called IRIS+.

GIIRS was launched in 2011 as a rating system designed
to enable standardized and comparative assessments of the
impact performance of funds and organizations. While
GIIRS developed some momentum among impact fund man-
agers, the approach faced challenges related to difficulty of
simplifying the complexity of social and environmental
impact ratings and the lack of a sustainable business
model, and it was discontinued in 2019 (Barman, 2015).
Around the same time, an alternative, bottom-up approach
to impact ratings and benchmarking was initiated by the
firm 60 Decibels, which leveraged technology to gather
data directly at scale from end customers and stakeholders
most directly affected by the social problems being addressed
(Adams et al., 2017). Compared to GIIRS, which assessed
and compared impact performance in a top-down manner,
60 Decibels benchmarks were designed to directly reflect
people’s lived experiences and accounted for regional, orga-
nizational, and sectoral variation.

These examples from impact investing indicate that while
the financialization of impact measurement has advanced
metric comparability and investor adoption, these are neces-
sary but insufficient conditions to address the range of users
and uses of impact measurement. This is particularly the case
in the field of impact investing, but it also extends to ecosys-
tem impact (see Vogel and Ebrahim above). As a result,
aggressive financialization has spawned alternative responses
that account for context and stakeholder perspectives by

design. By prompting the emergence of new initiatives,
financialization has indirectly contributed to a more diverse
ecology of impact measurement approaches. In some cases,
such as IMP and IRIS+, this more diverse ecology may
emerge from a collective effort of stakeholder-informed enti-
ties that have evolved with some degree of interoperability.
In other cases, such as the 60 Decibels stakeholder-derived
benchmarks, it may come from the development of standa-
lone approaches that provide compelling and credible alter-
natives. We should be celebrating these developments and
encouraging more of them, because in order to accommodate
the complexity of measuring social impact across diverse
organizations and multiple stakeholders, we need a plurality
of impact measurement approaches.

Value and Values
Colin Mayer

The IMV framework seeks to include financial valuations
of environmental and social impacts in corporate profits and
valuations. It estimates financial values of human, social and
natural world impacts that yield “impact valuations” compa-
rable to financial valuations. This article argues that not only
does this raise well-rehearsed objections of creating incom-
mensurable, subjective, and unverifiable measures, netting
positive and negative impacts, and risking commoditizing
everything, but more fundamentally it is seeking to do pre-
cisely the opposite of what is required (see King and
Pucker above). Instead of incorporating financial valuation
in values, we should be including values in financial valua-
tion (see Hsieh and van den Terell below).

We should not be creating a large, complex, imperfect val-
uation machinery that fails to address the problem we are
trying to solve. The problem is not that there are different
measures and targets of human, social, and environmental
impacts but that companies are not prioritizing them. They
are not avoiding imposing detriments by paying their
employees below living wages or their suppliers below fair-
trade prices, polluting the environment, emitting global
warming gases, depleting species, or damaging communities.

They are not doing this because they are not required to.
So long as they create financial value over the long- as
well as the short-term, they are under pressure, not only
from financial markets but also their fiduciary duties to
their shareholders, to avoid the associated costs.

At the heart of the problem is what we mean by a profit or
financial value. At present, we measure the profit of a
company as simply the revenue earned on its outputs
minus the costs of its inputs. Companies are not required to
incur the costs of avoiding causing harms for others.

This does not involve valuing nonfinancial impacts. It is a
matter of providing qualitative and quantitative measures of
the changes brought about by companies’ activities, the
impact that these are having on those affected and then
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measuring the costs of avoiding negative impacts or rectify-
ing or remedying them where they occur. The accounting
approach is simply traditional cost accounting, and the
costs are not hypothetical or estimated but actual ones of
avoiding or mitigating detriments.

While companies can and should be incurring the costs
associated with their negative impacts, they cannot magically
conjure up the positive ones. They have to identify commer-
cially viable ways of earning income from the benefits they
confer on others. They need initiative, innovation and inspi-
ration to do this for what would otherwise remain as “positive
externalities.” This frequently requires companies to partner
with other organizations in the public and not-for-profit as
well as the corporate sector. For instance, Novo Nordisk,
the Danish pharmaceutical company which produces
insulin used in the treatment of diabetes, partnered with com-
panies in the public, private, and not-for-profit sectors in deli-
vering its purpose of “defeating diabetes.”

This demonstrates that measurement and valuation are
derivative of legal frameworks and business models in
which companies and investors recognize that their profit-
ability and financial returns are related to their outcomes
and impacts as well as their inputs and outputs.
Measurement and accounting for impact come from incorpo-
ration of nonmonetary values in valuation, not from inclusion
of financial valuation in values.

In the process, attempts to make incommensurable mea-
sures comparable are avoided. In place of subjective valua-
tions of human, social, and natural assets are measures of
actual costs incurred in preventing detriments and revenues
earned from conferring benefits on others. Instead of unver-
ifiable estimates are actual expenditures and revenues that
can be audited in traditional cost accounts, and profit and
loss statements.

This also reveals the inappropriateness of netting positive
and negative impacts. Costs of avoiding negative detriments
are fundamentally different from revenues earned from pos-
itive benefits. The former are within the powers of companies
to realize; the latter are frequently dependent on support from
public and philanthropic as well as other commercial
enterprises.

Above all, this is not promoting the commoditization of
everything or the introduction of markets everywhere. It rec-
ognizes that most impacts of companies come within the
context of environments and societies where prices are not
available, and markets are neither feasible nor desirable. It
recognizes the benefits that nonmarket relations confer and
the desirability of preserving and enhancing not commoditiz-
ing them.

In summary, instead of an IMV framework that seeks to
value nonfinancial and material assets and liabilities, we
should establish a legal, business and accounting framework
that ensures that companies profit from conferring benefits
not detriments on others. That is precisely what Danish

Enterprise Foundation Law, which underpins the success of
Novo Nordisk and other Danish enterprise foundations,
does in imposing obligations on foundations to uphold the
purposes of enterprise founders, and ensuring that founda-
tions do not abuse their privileged position (see Sanders &
Thomsen, 2023).

Companies should determine the outcomes they bring
about and the impacts that they have on others. They
should ensure that they incur the costs of avoiding detriments
and cleaning up the mess they create. They should find ways
of commercializing the benefits they confer and earning
revenue streams from them (see Mayer, 2024 for details on
implementation).

They should then measure their profits and financial valu-
ations in traditional ways based on standard cost accounting
and projected cash flows. In the process they will derive “true
costs” of preventing detriments for others and “just profits”
that reflect their true costs and revenues earned from what
would otherwise remain as externalities.

Ethical Issues for Impact Measurement and Valuation:
Responsibility, Relevance, and Reform
Nien-hê Hsieh and Emma van den Terell

In the pursuit of a socially responsible and environmen-
tally sustainable economy, great promise has been attached
to IMV. The assignment of monetary values to a company’s
impact on society and the natural environment promises
much, including more informed decision making on the
part of managers and greater accountability on the part of
business. At the same time, questions have been raised—
many of them in this issue—about the conceptualization,
implementation and utility of this task. In this concluding
piece, we make explicit three practical ethical issues that
connect to the sorts of questions raised about IMV.

A key challenge for IMV is determining the impact of a
company’s activities on society and the natural environment.
In their essay above, for example, King and Pucker ask how
far out to attribute impact for a company’s activities—does
the impact of a company that pollutes also include the bene-
fits users derive from using its products? As an alternative,
rather than try to isolate the resulting causal chain of each
company’s activities, Vogel and Ebrahim, also above,
propose assessing the societal-level impact of business activ-
ity taken together as a whole.

We argue that the impact of a company’s activities cannot
be fully specified without making explicit an ethical theory
that specifies the responsibilities of companies (see also
Mayer above). Consider, for example, GHG emissions
from automobiles. Although these emissions are part of the
causal chain resulting from the activities of oil companies,
there is debate about how much to hold oil companies
responsible for what users of their products do. If the aim
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of IMV is to hold companies accountable for the impact of
their activities, some may argue that these emissions should
not be counted against an oil company’s impact even
though they are part of the causal chain resulting from the
company’s activities. Even under Vogel and Ebrahim’s pro-
posal, there remains the question of how to determine the
responsibility of any one company. Determining impact is
not only an empirical issue (see Michelon and Cooper
above on uncertainty and the need for scientific expertise),
but also an ethical one. Assigning responsibility is the first
practical ethical issue we raise for IMV.

Another challenge raised for IMV is the need to assign a
monetary value to that which is considered intrinsically valu-
able and unquantifiable (on commodification more generally,
see for example, Sandel, 2012; Satz, 2012). Consider a prac-
tice widely regarded as objectionable and one for which a
company should be held accountable—the use of child labor
in an apparel company’s supply chain. In assessing the
impact of child labor, it is possible to estimate the loss in
GDP owing to children deprived of education—for example,
as done by the Value Balancing Alliance—but how should
we measure in monetary terms the loss of other important
values such as childhood or freedom from abuse? This leads
some authors to caution that numbers implicitly prioritize
certain types of values (Islam, 2022) and push away value
judgments altogether (see Etzion above).

We make explicit a second practical ethical issue, which
concerns the relevance of assigning monetary values alto-
gether for certain impacts in the first place. In defending
the EU’s double materiality approach, Rasche argues that
lacking monetary valuation for certain impacts is not a
problem—“a labor rights violation remains a labor rights vio-
lation even when we cannot express its effects objectively in
monetary terms.” Building on this, we ask what about the rel-
evance of assigning a monetary value to a labor rights viola-
tion like the use of child labor. Assigning a monetary value to
child labor in a company’s supply chain does not appear to be
required for a company to undertake action. The reason for
including child labor among potential impacts in the first
place is that the company views it as a harm or a wrong,
something to be avoided. This is not to say that the children
do not deserve some form of monetary compensation, but
this is distinct from assigning a monetary value to child
labor from the standpoint of society. In addition, while the
overall valuation of the company may improve by avoiding
suppliers that use child labor, this does not inform what
else the company should do to address child labor (Merry,
2016). At a minimum, a process of corporate moral repair
may be required before stating that harm will be reduced in
the future (Vives-Gabriel et al., 2022).

The third ethical issue we raise is whether the focus on
IMV and corporate impact assessment more generally
diverts attention from difficult ethical debates about
broader institutional reform that may be needed for a socially

responsible and environmentally sustainable economy.
Corporate impact assessment occurs within the context of
contemporary capitalism, and even the more far-ranging pro-
posals put forward—for example, using financial incentives
(King and Pucker above) and incorporating “true costs”
into the corporate balance sheet (Mayer above)—appear to
take as given its basic contours. Many scholars and practi-
tioners, however, argue that more fundamental changes are
needed, including reductions in global consumption and eco-
nomic growth. How these transitions are managed and how
the benefits and burdens are distributed raise challenging
ethical questions, including questions about justice, colonial-
ism, governance, and individual autonomy.
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