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As business organizations increasingly invest in corporate social responsibility (CSR), it 
becomes critical to accurately examine the eff ects of these endeavors. In particular, business 
leaders should be able to rely on a coherent set of metrics to assess and prioritize the goals of 
diff erent stakeholders—the ultimate benefi ciaries of CSR programs—and to regularly evalu-
ate progress made by the company in pursuing those goals. This report discusses a model for 
measuring the effi  cient and eff ective use of corporate resources allocated to CSR activities.

Business organizations use CSR initiatives to build and 
strengthen relationships with multiple stakeholder groups. 
These groups may extend even beyond customers, sup-
pliers, and competitors to include investors, employees, 
members of the board of directors, local communities, 
regulators, media, and financial markets. CSR activities 
affect a variety of different stakeholders, with potentially 
conflicting interests and goals. Because of the complexity 
of this context, corporations need to rely on a set of metrics 
to compare, integrate, and reconcile what may be quite dis-
parate objectives. This report discusses a stakeholder-based 
approach to measuring the effectiveness of CSR activities.

Profitability enhancement Two reasons have been sug-
gested for companies engaging in CSR initiatives: as a 
route to profitability and as an end in itself. First, company 

managers believe that CSR initiatives focusing on interme-
diate non-financial objectives with short-term negative cash 
flows may have a positive long-term effect on firm value. 
Corporate social responsibility can increase firm value in a 
variety of ways; specifically, by:

•  facilitating the design of innovative products;

•  attracting labor;

•  attracting and retaining customers;

•  reducing manufacturing costs; and

•  providing reputation insurance in a crisis.1,2,3,4,5

In addition, the mere conduct of CSR activities can send a 
positive signal to regulators and investors, in turn gener-
ating financial results.6,7,8 Documented examples of this 
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causality link include pollution disclosures in annual finan-
cial statements and, in the past, divestment in apartheid 
South Africa.9,10 For the same reasons, information about 
illegalities by managers and product recalls are shown to 
lead to negative financial returns.11,12

A virtue per se A qualitatively different reason espoused 
for CSR activities is that internal stakeholders such as 
employees, management, and board members may have a 
set of extra-financial values and life goals that motivates 
them to feel good about themselves by returning to soci-
ety part of the wealth they create through their service at 
the corporation.13,14 This leads to the question of whether 
stakeholders engage in a certain CSR activity because it is a 
virtue per se and irrespective of whether it has downstream 
benefits on the company.15

For these reasons, measuring (financial and extra-financial) 
costs and benefits of CSR to a range of stakeholders is 
critical for companies to make informed decisions regarding 
their CSR initiatives. However, CSR effects can be hard to 
identify and calibrate, as evidenced by over one-third of a 
century of research into whether (and when) CSR activities 
add value to the firm, over what time period, and through 
which pathways.

The Importance of Metrics in CSR
The effort to define CSR-related metrics is critical for the 
diffusion of CSR activities across corporations, as metrics 
allow for the goals of different stakeholders to be assessed 
and prioritized in a coherent manner. Since the publication 
of the first study examining whether pollution is profitable, 
the question of why companies “do good” and whether they 
“do well” by doing so continues to be a matter of academic 
debate: in economics, finance, accounting, marketing, 
management, business ethics, and corporate law.16, 17, 18, 19, 

20, 21, 22, 23 After more than 30 years of dedicated research 
on the relationship between CSR and financial performance, 
the answer to the question of whether CSR is profitable is an 
unambiguously clear: “It depends.”24

The question of whether CSR activities pay off is a function 
of how a company:

•  identifies and prioritizes its stakeholders and their respective 
goals;

•  generates and pursues CSR options that are congruent with 
respect to its stakeholders’ perceptions and preferences;

•  measures the effectiveness of the CSR activities undertaken 
to pursue such goals; and

•  measures the efficiency in the use of the resources allocated 
to such CSR activities.

Calibration, evaluation, and justification

The primary function of metrics is to 

calibrate, evaluate, and justify deci-

sions that have been executed in the 

past (i.e., performance measurement) 

and/or are being considered for the 

future (i.e., planning and option evalu-

ation): in this sense, metrics are both 

backward and forward looking.

The calibration function of metrics 

involves converting decision alter-

natives that prima facie appear 

incomparable into a set of conse-

quences scaled on desirability. This 

conversion process enables the 

company to make a business decision 

that is sound, informed, and justifiable.

The evaluation function of metrics 

involves measuring the performance of 

different options given certain required 

inputs (i.e., resources) and external 

benchmarks (including future goals, 

past performance, comparison to other 

organizations, and the status quo). 

This function enables a prioritization 

of those decision alternatives that is 

based on agreed organizational goals.

The justification function allows people 

in organizations with different points 

of view to argue a case for or against a 

course of action using a common set of 

terms and definitions. This function of 

metrics is particularly important when 

a course of action is relatively new or 

without precedent, and when there are 

dissenting points of view since metrics 

provide a common currency (or lan-

guage) for debate and evaluation.
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Metrics translate goals into measurable input and output. 
They are used in every traditional functional domain of an 
organization. They range from dollar metrics (in finance), 
to throughput (in operations), and employee satisfaction 
(in management). Common marketing metrics include sales 
revenue, profitability, penetration, advertising reach and 
recall, customer satisfaction, customer lifetime value, and 
brand loyalty.

Metrics can greatly help to establish the business legiti-
macy of CSR.25 Without metrics, companies that believe in 
CSR will continue to do so (e.g., The Body Shop), while the 
idea fails to become a business imperative among industry 
peers. Indeed, evolving market circumstances or a sudden 
ownership change may lead to abandoning that same idea. 
However, with metrics those who doubt the rationale for 
engaging in CSR-related activities (or have been delaying 
their decision to engage in them) are more likely to enter 
the field since the benefits of doing so are demonstrable. 
Thus, metrics play a persuasion role to help CSR-related 
activities “cross the chasm” from the innovator and early 
adopters to a broader base of mainstream users.26

Metrics increase the ease of observing and communicating 
the benefits of an idea, simplify a complex decision-making 
process by using a measurable common denominator, and 
ultimately legitimize a risk-undertaking course of action. 
In good times, without metrics to calibrate its effects, 
CSR may be adopted either as an act of faith or a form 
of charity; with metrics, CSR can become an element of 
business strategy and survive organizational upheavals, 
economic downturns, and other adverse internal or exter-
nal circumstances.

The AGREE model This report discusses a model for mea-
suring and balancing the effects over time of CSR activities 
on different stakeholders. The model refers to the:

•  Audience of the CSR activity;

•  Goals of the stakeholders;

•  Resources used to achieve stakeholder goals;

•  Effectiveness with which stakeholders’ goals are realized; 
and

•  Efficiency of the use of the resources deployed to realize 
such goals.

Audience
What is the audience of CSR? Is it the investor or the 
customer? Is it the employee, the legislator, or the com-
pany’s board of directors?27, 28, 29 Is it the supplier or the 
consumer welfare group? Can the audience for CSR be the 
community itself, with virtue being CSR’s own reward?30

CSR is the taking into account of the objectives, values, 
and preferences of all individuals or groups of individuals 
who have an interest in the actions of the company—that is, 
its stakeholders. In this sense, CSR accounts for externali-
ties that a myopic, profit-maximizing corporation might 
otherwise neglect.31

A corporation is a nexus of relations; and corporate action 
affects multiple individuals.32 This may be illustrated using 
Figure 1, below. Figure 1a shows the classical market-based 
company that sells goods and services to a customer in a 
profit-maximizing way, either by optimizing the revenue 

Figure 1

Traditional and Extended Views of Business Activity and 
Firm Performance

1a: Classical Economic View of a Business Transaction

1b: Extended Stakeholder View of a Business Transaction
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it gains given incurred costs or by minimizing the costs 
required to generate certain revenue amounts. Figure 1b 
considers other potential stakeholders, including suppli-
ers, employees, the environment, the government, and the 
general public.

Metrics permit an analysis of how the business world would 
be different if each company took into account the interests 
of various stakeholders. This is because, at a minimum, 
metrics allow comparability across the different dimensions 
that are salient to all stakeholders. Metrics also allow the 
examination of outcomes across different time periods—
a relevant issue, as stakeholders’ inter-temporal discount 
rates are high, with long-term benefits undervalued com-
pared to short-term gains.33 Examples of metrics associ-
ated with various stakeholders can be seen in Table 1.

Table 2 p. 5, outlines examples of possible resource misal-
location decisions due to lack of an extended stakeholder 
view of the business similar to the one illustrated in Figure 
1b. Acts of commission occur when business organiza-
tions do things that are inappropriate (e.g., Nike’s use 
of Asian sweatshops).34 Acts of omission happen when 

organizations fail to do things they should do (e.g., the 
decision of a financial firm operating in emerging markets 
to not offer micro-finance facilities).

Goals
With respect to the goals of CSR, a company faces two 
primary assessment challenges:

1 First, measuring CSR over time. Given that CSR outcomes 
can be realized over different time periods, a company 
faces the challenge of choosing CSR metrics adequate to 
assess both short-term and longer term effects.35

2 Further, measuring the utility of CSR for multiple stake-
holders. Given the range of stakeholders and their 
different interests, a company faces the challenge of 
choosing CSR metrics adequate to assess multiple types 
of utility as well as the challenge of adopting a method of 
calculus for combining these resulting assessments in a 
balanced way.36

These issues are discussed next.

Table 1

Examples of Stakeholder Metrics

Audience for CSR Goal Hierarchy Effectiveness Metrics

Society Educated, Healthy, Wealthy, Happy, Stable, 
Cohesive Community. 

Quality of Life Indicators: Physiological (Health), 
Economic, Educational, Social, Psychological. 
Examples: Percentage of population impacted; Life 
expectancy; Literacy rates; Income/nutrition p.c.; 
Disease Incidence rates; Birth/ Death rate by age.

Environment Sustainable. Sustainability; Improvement in indices; Pollution and 
toxicity levels (water, air, other).

Regulators, 
Auditors, NGOs

Ensuring compliance with existing 
regulations; Identifying new regulations to 
keep consumer welfare interests in line with 
corporate profitability goals. 

Credit from regulators; Inclusion in CSR indices.

Media Providing accurate, timely, and newsworthy 
information to the public. 

Quantity and quality of press impact.

Financial Markets Stability, Growth, and Profitability. Rates of Return, Volatility, turnover, and liquidity over 
time.

Economy Stability, Growth, and Profitability. GDP/ GNP, per capita and overall; Debt ratios, foreign 
exchange reserves.
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A time dependent calculation model of multi-stakeholder 
CSR goal-based utility To calculate how a stakeholder (i) 
might evaluate the outcome (yijk) of a certain CSR activity 
( j) on a range of relevant dimensions (or attributes, k), the 
interest borne by the stakeholder is considered.

The basic calculation model is a standard multi-attribute 
utility model that takes the weight that i puts on each 
dimension (wik) and uses the level of performance (yijk) to 
determine the utility (Uij)gained by stakeholder i from 
action j.37

Equation 1
Uij = ∑k wik x yijk

To illustrate the calculation model by means of a simple 
example, assume for the moment that the only stakeholder
is the customer (stakeholder i), and the two primary
customer-related dimensions (attributes) being considered 
by the company are the impact of a charitable donation (the 
CSR activity, j) on brand equity and on sales (the outcomes, 
y). Further, assume that the weight associated with the out-
come of brand equity is 0.6 and the weight associated with 
the outcome of sales is 0.4. The costs of the two programs 
are assumed equal.++

Table 2

Potential Misallocation Decisions Ignoring Figure 1b Externalities

Audience 
for CSR

Short-Term 
Cross-sectional

Long-Term 
Inter-temporal

Acts of 
Commission

Externalities are not identified, leading to high 
net cost activities.

Example: Nike’s use of Asian sweat shops.

If Nike had identified labor and society as 
stakeholders, they could have explicitly 
examined the implications of the release 
of this information on other stakeholders, 
such as consumers, regulators, and financial 
markets.

Typical Metric: CO2 emissions associated with 
an airline ticket

High discount rates on future costs encourage projects 
with future problems.

Example: Companies continued use of technologies that 
lead to high pollution levels.

If companies account for and measure the positive 
benefits of their sustainable technologies on the 
environment they can explicitly examine the effect of 
this information on their other stakeholders: customers 
regulators markets.

Typical Metric: Future obesity rates associated with 
unhealthy food for children.

Acts of 
Omission

Lack of market mechanisms lead to valuable 
problems not being funded

Example: Banks prior to Grameen Bank did not 
undertake Micro-financing, unsure of the risk-
reward payoffs.

If other banks had identified society as a 
stakeholder, they could have examined the 
profitability of entering poorer segments of 
society.

Typical Metric: Aluminum recycling rates as 
a result of failing to have a soda can deposit 
scheme.

High discount rates on future benefits penalize valuable 
potential projects.

Example: Companies choosing not to engage in “Project 
(Red)TM”. In contrast, Gap has increased the sourcing 
of products in its “Project Red” campaign, hoping for 
economic trickle down effects to reduce the spread of 
AIDS, and hence reduce the turnover in their factories.

By recognizing that their labor and the society in which 
it resides is a stakeholder, Gap is able to develop a 
cohesive project that is win-win for customers, labor 
and society.

Typical Metric: Future marine biodiversity as a result of 
failure to launch biodegradable detergents.
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Finally, assume that, based on consumer behavior research, 
the company determines that a donation to a children’s 
health program (e.g., The Global Alliance for Vaccines and 
Immunization, or GAVI) would improve the company’s 
brand equity by 10 percent and sales by 20 percent.38 Based 
on the same internal research, the company also establishes 
that a donation to an environmental cause (e.g., The Sierra 
Club) would increase brand equity by 20 percent and sales 
by 3 percent.39

Under the calculation model illustrated above, in order to 
decide to which of these two charities it should donate, the 
company would compute the utility associated with both, 
as follows:

GAVI: 0.6 x 1.10 + 0.4 x 1.20= 0.66 + 0.48 = 1.14

The Sierra Club: 0.6 x 1.20 + 0.4 x 1.03 = 0.72 + 0.412 = 1.13

Based on this calculation, the company would conclude 
that GAVI—the children’s health campaign—is a donation 
cause that generates the higher utility.

To include a richer set of environmental phenomena, this 
calculation model could be further elaborated by account-
ing for time and the interactions of multiple stakeholders.

Accounting for time Time can be incorporated in this 
formulation by recognizing that net benefits (or net costs) 
of the outcome on dimension k may accrue over a certain 
time period (t), so that yijk is the sum of benefits (costs) over 

time (yijkt), suitably adjusted by the discount rate (rik, which 
is specific to individual stakeholders):

Equation 2
yijk = ∑

1

 yijkt /(1+rik)t

In the example above, assume that the benefit of “doing 
good” on brand equity “deteriorates” less rapidly than its 
effects on sales: that is, 10 percent vs. 60 percent per year. 
In this case, the calculation above would be modified in the 
following way in the second year of the proposed program:

GAVI: (0.6 x 1.10)/(1 + 0.10) + (0.4 x 1.20)/(1 + 0.60) = 0.90

The Sierra Club: (0.6 x 1.20)/(1 + 0.10) + (0.4 x 1.03)/(1 + 0.60) = 
0.912

Therefore, in the second year of the proposed CSR activities, 
The Sierra Club—the environmental program—would gener-
ate a higher utility, while over the entire two-year period the 
benefits of each program are fairly equal (1.14+0.90 versus 
1.13+0.91).

Accounting for multiple stakeholders The next step is to 
consider how the agendas of different stakeholders may be 
combined into a total public welfare figure (Uj). The most 
obvious way to do this is in a linear fashion: that is, by assigning 
different weights to each stakeholder (i). As a result, Uj is given 
by the sum of each stakeholder’s utility (Uii) weighted by the 
strength of the claim of that stakeholder (i). :

Outsourcing Practices and AIDS Prevention Programs

A number of U.S. companies are com-

mitted to contribute to reducing the 

spread of AIDS in the African commu-

nities where they outsource some of 

their production needs.a This commit-

ment may reflect an attempt to contain 

turnover rate in factories employing 

labor from communities stricken with 

AIDS as well as the companies’ belief 

that “Trade, Not Aid” is the route to 

bring long-lasting, sustainable develop-

ment in Africa.

In addition to reducing the spread of 

AIDS, members of those local commu-

nities may have a range of alternative 

or additional goals related to improving 

their lives, including the introduction 

of safe water technologies or of direct 

subsidies for programs on health, edu-

cation, and sheltering. On some levels, 

these other goals may be viewed as 

more important than an AIDS preven-

tion program, as they would bring 

tangible results in a shorter and more 

immediate time period. For this reason, 

using a metric that assesses the (posi-

tive or negative) consequences of an 

AIDS-related initiative while balancing 

these other community goals should 

be an integral part of those companies’ 

CSR activities.

a Bobbi Silten, Practitioner Perspective: 
Bobbi Silten, Gap, Inc., Speech at the 
Stakeholder Marketing Consortium, 
Aspen, Colorado, September 14, 2007.

T
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Equation 3

Uj = ∑i i x Uij = ∑i i ∑k  wik x yijk

Continuing with the simple example introduced (without 
accounting for time), the company’s decision might be 
different if  one relaxes the assumption that there is only a 
single stakeholder and allows for the presence of a second 
stakeholder—e.g., the employee. Assume, for simplicity, 
that the two employee-related attributes being considered 
by the company are the ability to attract (weight 30 per-
cent), and retain (weight 70 percent) employees. Donations 
to the children’s health cause may improve the ability to 
attract employees by 1 percent, but affect the ability to retain 
employees by 15 percent. On the other hand, donations to 
the environment cause may have the effect of improving 
the ability to attract employees by 15 percent and to retain 
them by 10 percent. In this case, by applying Equation 1, the 
overall employee-related utility of donating to the two causes 
looks as such:

GAVI: 0.3 x 1.01 + 0.7 x 1.15= 0.303 + 0.805 = 1.108

The Sierra Club: 0.3 x 1.15 + 0.7 x 1.10 = 0.345 + 0.770 = 1.115

CSR programs should be tailored to a thorough analysis 
of key stakeholder relations and based on a prioritization 
of the stakeholder interests the company intends to pursue. 
Therefore, in the example above, should the company base 
its decision on the utility generated by each hypothetical 
program on the company’s employees, it is likely to opt for 
the environmental cause. If, however, the company desires 
to engage in a program that pursues the combined inter-
ests of customers and employees, Equation 3 in the model 
would yield the following result:

GAVI: 1.140 + 1.108 = 2.248

The Sierra Club: 1.132 + 1.115 = 2.247

In the same example, by increasing the weight assigned to the 
customer, the company would be likely to choose the children’s 
health program, while the environmental cause would be pre-
ferred if the weight assigned to the employee is to be higher.

More complex models are possible but will not be discussed 
in detail in this report. One of them is a compound con-
junctive model of decision making, where the company 
decides to secure a minimum, acceptable level of utility 
on one or more of the stakes involved and then to maxi-
mize utility over the remaining stakes weighted by their 
importance.40

Accounting for uncertainties Another way in which this 
basic model could be elaborated is to incorporate uncer-
tainty, including the uncertainty of regulatory or enforce-
ment action. For example, in principle, a company that 
dominates a certain business market could view it as appro-
priate to deny market access to its competitors by bundling 
its dominant product with a number of complementary 
products so as to force consumers of the major product to 
forego choice on the complements. However, under a more 
sophisticated utility calculation model that accounts for 
uncertainties, the calculation of the utility of this behavior 
would discourage its ultimate adoption as it factors in the 
chances of a regulatory action against the firm’s behavior 
and a consumer backlash.

Resources, Eff ectiveness, and Effi  ciency
With respect to the resources (“inputs”) allocated to CSR 
activities, it is useful to measure the effectiveness and 
the efficiency of their use to realize stakeholder goals 
(“outputs”).

Inputs Commonly used resource-related measures of cor-
porate social performance (both positive and negative) may 
include:

•  charitable contributions and philanthropic acts;

•  revealed misdeeds;

•  transparency of reporting; and

•  corporate policies and statements of ethics.41, 42, 43, 44

Aside from financial and production resources deployed 
directly by the company, other resources that may be 
required by CSR activities include tax and other incentives 
(and sanctions) from governments, infrastructure resources 
and engagement services from communities, and attitudes 
and behaviors from customers and channel collaborators.

Outputs Corporate social responsibility outputs can be 
measured quantitatively and qualitatively, and subjectively 
or objectively. They can be intended or unintended out-
puts, short-term or long-term outputs, and depend on the 
different interests borne by each stakeholder. As discussed 
earlier, the scope of this report is restricted to quantita-
tive metrics; however, it is important not to dismiss the 
critical role that qualitative metrics play in a more holistic 
decision-making process, as they are better than numbers 
in capturing human emotions and other subjective factors.
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Quantitative measures alone may lead to a bias towards 
financial outcomes. For example, at a national level, met-
rics such as gross national happiness in Bhutan represents 
attempts to include such variables in estimates of national 
performance, overcoming shortcomings of more traditional 
measures such as gross domestic product.45

Subjective output measures include self-reports and 
observer reports of corporate performance (e.g., ratings 
from the Fortune 500 database of most admired compa-
nies), whereas objective outputs are based on third-party 
audits (e.g., Superfund site liabilities) and membership into 
specific categories (e.g., the Kinder Lydenberg Domini 
Index, which evaluates companies on eight dimensions).46

Metrics of intended consequences relate to the extent 
to which a CSR effort achieved its specific goal (e.g., a 
reduced percentage of child labor). Metrics of unintended 
consequences explore the ramifications of that goal in 
terms of other desirable consequences (e.g., a increased 
percentage of children attending school) as well as poten-
tial undesirable consequences (e.g., reduced income levels, 
higher crime rates, higher unemployment rates). These 
unintended consequences may affect multiple stakeholders.

Outputs can further be thought of as short-term and long-
term, with shorter term outputs often cumulatively leading 
to trickle down into longer term outputs. In order to be 
useful in the decision-making process on CSR activities, 
metrics need to be able to allow comparability between lon-
ger term, trickle down effects and the more direct, shorter 
term effects.

Finally, output metrics can be domain-specific (e.g., envi-
ronment, social, labor, health, education, etc.), or based 
on a more generally applicable set of standards (e.g., finan-
cial, accounting, or marketing measures). For example, if  
improving the environment is to a company an end in and of 
itself, then measures that incorporate the level of emissions 
and toxicity would be appropriate distal outputs. However, 
if  improving the environment is a means to boost corporate 
reputation in the marketplace, then the most appropriate 
distal output would be brand equity or stock price.

For all of these reasons, many CSR researchers are inter-
ested in examining the effects of CSR investments on a 
variety of qualitative and quantitative outcome measures, 
such as market share, price premium, product quality, 
and customer loyalty. For example, some researchers have 
developed a model of consumer response to CSR that 
investigates the relationships between CSR initiatives and 

price premium, customer loyalty, and word of mouth.47 
Other research examines the relationship between invest-
ments in corporate citizenship activities and customer life-
time value (CLV), and finds that, for some industries, such 
investments have a significant, positive effect on CLV.48

By combining tools to assess the CSR activity’s audience, 
its goals, and the efficient and effective use of resources 
for CSR purposes, the AGREE approach permits a subtler 
and multifaceted view of the complex nexus of stakeholder 
relations in which the business corporation operates. It 
also encourages engaging stakeholders in identifying the 
short-term and long-term consequences of a course of 
action being considered. As mentioned above, a company’s 
choice of which CSR activity to pursue is contingent on 
balancing the stakes across different stakeholders, each 
with different short-term and long-term interests and objec-
tives. For example, increasing health benefits to employees 
would improve employee satisfaction, but it may come at 
the expense of short-term profitability. Similarly, unethical 
forms of outsourcing would reduce product price and favor 
market penetration, but at the cost of harming the local 
communities to which the production is outsourced—an 
external stakeholder.

Complicating Issues and Next Steps
This report sets out an approach toward CSR metrics that 
incorporates multiple stakeholders, their different interests, 
and inter-temporal returns and costs. It is important to 
recognize that the proposed approach is not without dif-
ficulties and complexities. This final section discusses some 
of these challenges.

Balancing competing and sometimes incompatible objec-
tives While the calculation model described on pp. 5-7 and 
its more complex variants offer a method for combining 
the interests of different stakeholders, it is reasonable to 
expect that each stakeholder will have different perceptions 
of the weight that should be attached to different stakes. 
Examples include the protests against firms that invested 
in South Africa during the apartheid era and the attacks 
against Starbucks stores during the Seattle WTO meeting 
in 1999.49 Although potentially complex, the useful role 
of CSR metrics and the analysis that accompanies them 
is that they provide a framework within which to discuss 
stakeholder trade-offs. To achieve this, a reasonable bench-
mark is a system that improves equity and transparency, 
allows trade-offs to be explicit, and identifies improve-
ments in effectiveness and efficiency.
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Green washing and the problem of ensuring the cred-
ibility of CSR Like many other activities, CSR is subject to 
a free-rider problem. Companies seeking the benefits but 
not fundamentally embracing a coherent CSR program 
may dilute the goodwill created by socially aware and truly 
responsive business organizations. In the area of environ-
mental CSR, this phenomenon has been termed “green 
washing.” One important role of metrics is for companies 
systematically engaging in CSR-related activities to be able 
to differentiate themselves from others that claim to do so 
based on merely sporadic and superficial efforts.

A concern among practitioners is that the CSR “brand 
name” may get misused, leading to consumer skepticism, 
with a potential backlash against not only the companies 
engaging in green washing but also CSR itself and the 
companies that genuinely practice it.50 For example, in the 
United States, legislation is being considered to regulate 
“embedded giving”—the fundraising practice in which 
firms bundle a gift to charity into an everyday purchase.51 
Programs that offer to donate a small percentage from 
every purchase to a specific charity represent one form of 
embedded giving. Currently, firms are not required to dis-
close what percent of the purchase will be donated to char-
ity; therefore, public accountability of CSR claims would 
help reduce any such backlash from consumer skepticism.

However, such accountability is only possible in the pres-
ence of well-defined metrics. Trusted third parties such as 
fair trade organizations are already springing up to fulfill 
this role. For example, The Global Reporting Initiative 
(GRI) formulated a framework and guidelines for disclos-
ing information about corporate sustainability programs, 
and encourages firms to report on their economic, envi-
ronmental, and social performance in the manner they are 
accustomed to doing for their financial performance.52 
Auditing practices using commonly accepted metrics, 
such as those in the GRI guidelines, would be an effective 
mechanism to prevent cheap talk, ensure authenticity, and 
establish transparency of CSR initiatives.

Inter-temporal discount rates—what matters, when, and 
to whom? As briefly noted earlier, another critical issue has 
to do with the inter-temporal effects of CSR. It is difficult 
for individuals and organizations to accurately evaluate 
potential future outcomes, and even more difficult for 
people to incur short-term costs for long-term benefits. To 
exacerbate this problem, the capital and reward structures 
of most companies are short-term focused. In terms of CSR 
metrics, this suggests that business corporations are more 

likely to consider—and more heavily weigh—short-term 
effects of CSR initiatives relative to long-term ones. For 
this reason, it is crucial to develop a set of CSR metrics 
that cover the temporal spectrum—capturing the effects 
of CSR in the short-, medium-, and long-term, across mul-
tiple stakeholder groups. If such metrics can be identified, 
they may be able to reduce conflicts between stakeholder 
groups, recognizing their distinct interests (with differing 
timeframes) and enabling discussions and comparisons 
across them.

The Future of Measuring CSR
It has been exciting to watch the growth of the corporate 
social responsibility field over the last 10 to 15 years. In 
particular, over the past decade, CSR has been moving 
past definitions and toward measurement and implemen-
tation.53 This report intends to take a next step in that 
direction.

It is time for business corporations to embrace the com-
plexities of CSR metrics. The conceptual underpinnings of 
CSR are now better developed, understood, and accepted. 
Further, there have been significant advances in the area 
of CSR-related metrics, especially in linking resources (or 
inputs) to stakeholder goals (or outputs). Finally, there is 
continued rising interest in the value of CSR to firms and 
the importance of sustainability.

Together, these three developments make it possible and 
appropriate to develop, test, and validate CSR metrics. The 
charge for future research is to identify a range of metrics 
that companies can use to measure the impact of their 
actions and non-actions on a range of stakeholders. The 
measures in the last column of Table 1 provide a starting 
point toward this. However, future research must examine 
how well these measures are able to tap into the extent to 
which stakeholder goals were satisfied (i.e., effectiveness 
criterion), how costly they are to collect, and how persua-
sive they are in making a case for a CSR action. Hopefully 
the process described in this report of understanding dif-
ferent stakeholders and translating their goals into specific 
measurable metrics provides a framework that can move 
the field forward.



Director Notes Measuring the Effects of Corporate Social Responsibility www.conferenceboard.org10

Endnotes

1 Rosabeth M. Kanter, “From Spare Change to Real Change: The Social 
Sector as Beta Site for Business Innovation,” Harvard Business Review 
77, Issue 3 (1999), pp. 123-132.

2 Kristin B. Backhaus, Brett A. Stone, and Karl Heiner, “Exploring the 
Relationship Between Corporate Social Performance and Employer 
Attractiveness,” Business and Society 41, Issue 3 (2002), pp. 292-318.

3 X. Luo and Chitra Bhanu Bhattacharya, “Corporate Social 
Responsibility, Customer Satisfaction, and Market Value,” Journal 
of Marketing 70, Issue 4 (2006), pp. 1–18; Sankar Sen, Chitra Bhanu 
Bhattacharya, and Daniel Korschun, “The Role of Corporate Social 
Responsibility in Strengthening Multiple Stakeholder Relationships: 
A Field Experiment,” Journal of the Academy of Marketing Science 34, 
Issue 2 (2006), pp. 158-166.

4 Stuart L. Hart and Gautam Ahuja, “Does It Pay to be Green? An 
Empirical Examination of the Relationship Between Emission 
Reduction and Firm Performance,” Business Strategy and the 
Environment 5, Issue 1 (1996), p. 30-37.

5 John Peloza, “Using Corporate Social Responsibility as Insurance for 
Financial Performance,” California Management Review 48, Issue 2 
(2006), pp. 52–72; Karen E. Schnietz and Marc J. Epstein, “Exploring 
the Financial Value of a Reputation for Corporate Social Responsibility 
During a Crisis,” Corporate Reputation Review 7, Issue 4 (2005), pp. 
327-345.

6 Walter G. Blacconiere and Dennis M. Patten, “Environmental 
Disclosures and Regulatory Costs and Changes in Firm Value,” Journal 
of Accounting and Economics 18, Issue 3 (1994), pp. 149–178.

7 Ahmed Belkaoui, “The Impact of the Disclosure of the Environmental 
Effects of Organizational Behavior on the Market,” Financial 
Management 5, Issue 4 (1976), pp. 26–31; Ahmed Belkaoui and Philip 
G. Karpik, “Determinants of the Corporate Decision to Disclose Social 
Information,” Accounting, Auditing, and Accountability Journal 2, Issue 
1 (1989), pp. 36–51; and Robert W. Ingram, “An Investigation of the 
Information Content of (Certain) Social Responsibility Disclosures,” 
Journal of Accounting Research 16, Issue 2 (1978), pp. 270–285.

8 Maretno A. Harjoto and Hoje Jo, “Corporate Governance and Firm 
Value: The Impact of Corporate Social Responsibility,” Working 
Paper, Santa Clara University, 2007; Sally Hamilton, Hoje Jo, and Meir 
Statman, “Doing Well While Doing Good? The Investment Performance 
of Socially Responsible Mutual Funds,” Financial Analyst Journal 49, 
Issue 6 (1993), pp. 62-66.

9 Martin Freedman and Bikki Jaggi, “An Analysis of the Impact of 
Corporate Pollution Disclosures Included in Annual Financial 
Statements on Investors’ Decisions,” The British Accounting Review, 
Volume 31, Issue 4, 1999, pp. 439-457, quoted in Marilyn Neimark 
(ed.), Advances in Public Interest Accounting, 1991, Jay Press Edition, 
pp. 193-212;James T. Hamilton, “Pollution as News: Media and Stock 
Market Reactions to the Toxics Release Inventory Data,” Journal of 
Environmental Economics and Management 28, Issue 1 (1995), pp. 98-
113.

10 Blake R. Grossman and William F. Sharpe, “Financial Implications of 
South African Divestment,” Financial Analysts Journal 42, July/August 
(1986), pp. 15-29.

11 Wallace N. Davidson and Dan L. Worrell, “The Impact of 
Announcements of Corporate Illegalities on Shareholder Returns,” 
Academy of Management Journal 31, Issue 1 (1988), pp. 195-200; 
Jeff Frooman, “Socially Irresponsible and Illegal Behavior and 
Shareholder Wealth: A Meta-Analysis of Event Studies,” Business 
and Society 36, Issue 3 (1997), pp. 221-249; Jonathan M. Karpoff and 
John R. Lott, “The Reputational Penalty Firms Bear from Committing 
Criminal Fraud,” Journal of Law and Economics 36, Issue 2 (1993), 
pp. 757-802; Jonathan M. Karpoff, John R. Lott, and Eric W. Wehrly, 

“The Reputational Penalties for Environmental Violations: Empirical 
Evidence,” Journal of Law and Economics 48, Issue 2 (2005), 
pp. 653-675.

12 Gregg Jarrell and Sam Peltzman, “The Impact of Product Recalls on 
the Wealth of Sellers,” Journal of Political Economy 93, Issue 3 (1985), 
pp. 512-536.

13 Lloyd E. Sandelands, “The Argument for God from Organization 
Studies,” Journal of Management Inquiry 20 (2003), pp. 1–10.

14 Robert Frank, Richistan: A Journey through the American Wealth 
Boom and the Lives of the New Rich (New York: Crown Publishing 
Group, 2007).

15 Joseph H. Bragdon and John A.T. Marlin, “Is Pollution Profitable?” 
Risk Management 19, Issue 4 (1972), pp. 9-18.

16 Bragdon, “Is Pollution Profitable?” 1972.

17 Martin Friedman, “The Social Responsibility of Business Is to Increase 
Its Profits,” New York Times Magazine, September 13, 1970, pp. 32-
33; Stephen Knack and Philip Keefer, “Does Social Capital Have an 
Economic Payoff? A Cross-Country Investigation,” Quarterly Journal 
of Economics 112, Issue 4 (1997), pp. 295-321; David Sauer, “The 
Impact of Social-Responsibility Screens on Investment Performance: 
Evidence from the Domini 400 Social Index and Domini Equity Mutual 
Fund,” Review of Financial Economics 6, Issue 2 (1997), pp. 137-
149; Eveline Van de Velde, Wim Vermeir, and Filip Corten, “Finance 
and Accounting: Corporate Social Responsibility and Financial 
Performance,” Corporate Governance 5, Issue 3 (2005), pp. 129-138.

18 Todd Shank, Daryl Manullang, and Ron Hill, “Doing Well While Doing 
Good Revisited: A Study of Socially Responsible Firms’ Short-Term 
Versus Long-Term Performance,” Managerial Finance 31, Issue 8 
(2005), pp. 33-46; Meir Statman, “Socially Responsible Mutual 
Funds,” Financial Analysts Journal 56, Issue 3 (2000), pp. 30-39.

19 Mary E. Barth and Maureen F. McNichols, “Estimation and Market 
Valuation of Environmental Liabilities Relating to Superfund Sites,” 
Journal of Accounting Research 32 (1995), pp. 177-209; Kung H. Chen 
and Richard W. Metcalf, “The Relationship between Pollution Control 
Record and Financial Indicators Revisited,” Accounting Review 55, 
Issue 1 (1980), pp. 168-177.

20 Luo and Bhattacharya, “Corporate Social Responsibility,” 2006; 
Sen, Bhattacharya, and Korschun, “The Role of Corporate Social 
Responsibility,” 2006.

21 Gordon J. Alexander and Rogene A. Buchholz, “Corporate Social 
Performance and Stock Market Performance,” Academy of 
Management Journal 21, Issue 3 (1978), pp. 479-486; Peter Arlow 
and Martin J. Gannon, “Social Responsiveness, Corporate Structure, 
and Economic Performance,” Academy of Management Review 7, 
Issue 2 (1982), pp. 235-241; Joshua D. Margolis and James P. Walsh, 
“Misery Loves Companies: Rethinking Social Initiatives by Business,” 
Administrative Science Quarterly 48, Issue 2 (2003), pp. 268-305; 
James P. Walsh, “Taking Stock of Stakeholder Theory,” Academy of 
Management Review 30, Issue 2 (2005), pp. 426-438.

22 Ronald P. Hill, Thomas Ainscough, Todd Shank, and Daryl Manullang, 
“Corporate Social Responsibility and Socially Responsible Investing: 
A Global Perspective,” Journal of Business Ethics 70, Issue 2 (2007), 
pp. 165-174; Curtis C. Vershoor, “A Study of the Link between a 
Corporation’s Financial Performance and Its Commitment to Ethics,” 
Journal of Business Ethics 17, Issue 13 (1998), pp. 1509-1516.

23 Reuven S. Avi-Yonah, “The Cyclical Transformations of the Corporate 
Form: A Historical Perspective on Corporate Social Responsibility,” 
Delaware Journal of Corporate Law 30, Issue 3 (2005), pp. 767-818; 
Daniel J. Morrissey, “Toward a New/Old Theory of Corporate Social 
Responsibility,” Syracuse Law Review 40 (1989), pp. 1005-1039; 
Harwell C.A. Wells, “The Cycles of Corporate Social Responsibility: 
An Historical Retrospective for the Twenty-First Century,” Kansas Law 
Review 51 (2002), pp. 77-140.



www.conferenceboard.org Director Notes Measuring the Effects of Corporate Social Responsibility 11

24 Joshua D. Margolis, Hillary A. Elfenbein, and James P. Walsh, “Does 
It Pay to Be Good? A Meta-Analysis and Redirection of Research 
on Corporate Social and Financial Performance,” Working Paper, 
University of California at Berkeley, 2007.

25 Chitra Bhanu Bhattacharya and Sankar Sen, “Doing Better at Doing 
Good: When, Why, and How Consumers Respond to Corporate Social 
Initiatives,” California Management Review 47, Issue 1 (2004), pp. 
9-24; Chitra Bhanu Bhattacharya and Daniel Korschum, “Stakeholder 
Marketing: Beyond the Four Ps and the Customer,” Journal of Public 
Policy and Marketing 27, Issue 1 (2008), pp. 113-116.

26 Geoffrey Moore, Crossing the Chasm: Marketing and Selling 
Technology Products to Mainstream Customers (Mankato, MN: 
Capstone Publishing, 1999).

27 Friedman, “The Social Responsibility of Business is to Increase its 
Profits,” New York Times Magazine, 1970.

28 Sankar Sen and Chitra Bhanu Bhattacharya, “Does Doing Good 
Always Lead to Doing Better? Consumer Reaction to Corporate Social 
Responsibility,” Journal of Marketing Research 38, Issue 2 (2001), pp. 
225-243.

29 Backhaus, Stone, and Heiner, “Exploring the Relationship between 
Corporate Social Performance and Employer Attractiveness,” 
Business and Society, 2002.

30 Bragdon and Marlin, “Is Pollution Profitable?” Risk Management, 1972.

31 Archie B. Carroll, “A Three-Dimensional Conceptual Model of 
Corporate Social Performance,” Academy of Management Review 
4, Issue 4 (1979), pp. 497-505; Archie B. Carroll, “The Pyramid of 
Corporate Social Responsibility: Toward the Moral Management of 
Organizational Stakeholders,” Business Horizons 34, Issue 4 (1991), 
pp. 39-48; Archie B. Carroll, “Corporate Social Responsibility,” 
Business and Society 38, Issue 3 (1999), pp. 268-295; John Elkington, 
“Towards the Sustainable Corporation: Win-Win-Win Business 
Strategies for Sustainable Development,” California Management 
Review 36, Issue 2 (1994), pp. 90-100.

32 For a discussion of a stakeholder-based analysis of corporate 
reputation and reputation as a corporate asset, see Matteo Tonello, 
Reputation Risk: A Corporate Governance Perspective, The Conference 
Board, Research Report No. 1412, 2007, available at 
http://www.conference-board.org 

33 Shane Frederick, George Loewenstein, and Ted O’Donoghue, “Time 
Discounting and Time Preference: A Critical Review,” Journal of 
Economic Literature 40, Issue 2 (2002), pp. 351-401.

34 See, for example: http://www.globalexchange.org/campaigns/
sweatshops/nike/

35 Shank, Manullang, and Hill, “Doing Well While Doing Good Revisited: 
A Study of Socially Responsible Firms’ Short-Term Versus Long-Term 
Performance,” Managerial Finance, 2005.

36 Carroll, “A Three-Dimensional Conceptual Model of Corporate Social 
Performance,” Academy of Management Review, 1979; Carroll, 
“Corporate Social Responsibility,” Business and Society, 1999.

37 John H. Roberts and Gary L. Lilien, “Explanatory and Predictive 
Models of Consumer Behavior,” Handbook in Operations Research 
and Management Science 5, Marketing (Amsterdam: Elsevier Science 
Publishers, B.V., 1993), pp 27-82. 

38 For more information, see www.gavialliance.org

39 For more information, see www.sierraclub.org

40 For an illustration, see Patricia H. Wheeler “Decision Making Models 
for Using Multiple Assessment Results,” EREAPA Publication Series 
No. 93-8 (Livermore, California: EREAPA), 1993.

41 Peter Navarro, “Why Do Corporations Give to Charity?” Journal of 
Business 61, Issue 1 (1988), pp. 65-93; Robert Schwartz, “Corporate 
Philanthropic Contributions,” Journal of Finance 23, Issue 3 (1968), pp. 
479-497.

42 Karpoff and Lott, “The Reputational Penalty Firms Bear from 
Committing Criminal Fraud,” Journal of Law and Economics, 1993.

43 Belkaoui and Karpik, “Determinants of the Corporate Decision to 
Disclose Social Information,” Accounting, Auditing, and Accountability 
Journal, 1989.

44 Vershoor, “A Study of the Link Between a Corporation’s Financial 
Performance and its Commitment to Ethics,” Journal of Business 
Ethics, 1998.

45 Tim Hartford, “Happiness: A Measure of Cheer,” Financial Times, 
December 27, 2010.

46 Richard K. Harper and Stephen C. Adams, “CERCLA and Deep 
Pockets: Market Response to the Superfund Program,” Contemporary 
Economic Policy 14, Issue 1 (1996), pp. 107-115.

47 Bhattacharya and Sen, “Doing Better at Doing Good: When, Why, and 
How Consumers Respond to Corporate Social Initiatives,” California 
Management Review, 2004.

48 Roland T. Rust, Katherine N. Lemon, and Valerie A. Zeithaml, “Return 
on Marketing: Using Customer Equity to Focus Marketing Strategy,” 
Journal of Marketing 68, Issue 1 (2004), pp. 109-127.

49 Paul Reynolds, “Eyewitness: The Battle of Seattle,” BBC News, 
Americas, December 2, 1999.

50 See Kristiane Blomqvist and Steven Posner, “Three Strategies for 
Integrating CSR with Brand Marketing,” Market Leader, Summer 2004, 
p. 33.

51 Stephanie Strom , “Rules Sought on Retailers’ Ties to Charities,” New 
York Times, December 16, 2007, http://www.nytimes.com/2007/
12/16/washington/16giving.html

52 See http://www.globalreporting.org/AboutGRI/ for more information 
about those guidelines.

53 Carroll, “Corporate Social Responsibility,” Business and Society, 1999.



Director Notes Measuring the Effects of Corporate Social Responsibility www.conferenceboard.org12

About the Authors

Katherine N. Lemon holds the Accenture Professorship and is 
a professor of marketing at Boston College’s Carroll School of 
Management. Professor Lemon’s main areas of research expertise 
are customer management, customer equity, and the dynamics of 
customer-firm relationships. She has published over 50 articles 
in journals and books including the Journal of Marketing, Journal 
of Marketing Research, Marketing Science, Management Science, 
and the Journal of Service Research. She has received several best 
article awards for her research, including the Sheth Foundation/
Journal of Marketing Award in 2009. Professor Lemon is the editor 
of the Journal of Service Research. She also serves on the editorial 
boards of the Journal of Marketing, Journal of Marketing Research, 
Journal of the Academy of Marketing Science, and the Journal of 
Interactive Marketing. She is also an academic trustee for the 
Marketing Science Institute. She received her Ph.D. from University 
of California, Berkeley. Prior to her academic career, Lemon held 
senior level marketing positions in the high technology and health 
care industries.

John H. Roberts holds a joint appointment as professor of marketing
at the Australian National University and the London Business 
School. He is also an Emeritus Scientia Professor at the University 
of New South Wales. He completed his Ph.D. and M.S. at the 
Massachusetts Institute of Technology after receiving master of 
commerce and honors arts degrees at the University of Melbourne. 
Roberts has 13 years senior management experience as a market 
research manager, marketing operations manager, and marketing 
director. He has won the American Marketing Association’s John A. 
Howard Award for the top doctorate in the United States, its William 
O’Dell Award for the most influential piece of research published in 
the Journal of Marketing Research published five years previously, 
and its Advanced Research Techniques Forum Best Paper Award. 
He has been a finalist in the Society for Marketing Science John D. 
Little Award for the top marketing science paper three times, and 
runner-up in its Best Marketing Practice Award twice. Roberts sits 
on the editorial boards of the Journal of Marketing Research, Journal 
of Forecasting, Marketing Science, International Journal of Research 
in Marketing, Quantitative Abstracts in Marketing, and Review of 
Marketing Science.

Priya Raghubir is a professor of marketing and the Mary C. Jacoby 
Faculty Fellow at the Stern School of Business, New York University. 
Raghubir’s research interests are in the area of consumer psychol-
ogy, including psychological aspects of prices and money, risk 
perceptions, visual information processing, and survey methods. 
She has published over 50 articles in journals and books, including 
in the Journal of Consumer Research, Journal of Marketing Research, 
Journal of Consumer Psychology, Journal of Marketing, and Marketing 
Science. She is an associate editor at Management Science, and is 
on the editorial boards of JCR, JMR, JR, and Marketing Letters, and 
has presented her work over a hundred times at universities, sym-
posia, and conferences worldwide. Raghubir received her under-
graduate degree in economics from St. Stephen’s College, Delhi 
University; her M.B.A from the Indian Institute of Management, 
Ahmedabad; and her Ph.D. in marketing from New York University.

Russell S. Winer is the William Joyce Professor and chair of the 
department of marketing at the Stern School of Business, New York 
University. He received a B.A. in economics from Union College and 
an M.S. and Ph.D. in industrial administration from Carnegie Mellon 
University. He has written three books, Marketing Management, 
Analysis for Marketing Planning, and Product Management, and a 
research monograph, Pricing. He has authored over 70 papers in 
marketing on a variety of topics including consumer choice, market-
ing research methodology, marketing planning, advertising, and 
pricing. Professor Winer has served two terms as the editor of the 
Journal of Marketing Research; he is a past co-editor of Journal of 
Interactive Marketing; he is an associate editor of the International 
Journal of Research in Marketing, and he is on the editorial boards 
of the Journal of Marketing, the Journal of Marketing Research, and 
Marketing Science. He is the most recent past executive director of 
the Marketing Science Institute in Cambridge, Massachusetts. He 
is the 2011 recipient of the AMA Irwin/McGraw-Hill Distinguished 
Marketing Educator Award  —the highest honor a marketing educa-
tor can receive.



© 2011 by The Conference Board, Inc. All rights reserved. Printed in the U.S.A. 
The Conference Board® and the torch logo are registered trademarks of The Conference Board, Inc.

For more information on this report, please contact: 
Matteo Tonello, LL.M., S.J.D., research director of corporate leadership, at 212 339 0335 or matteo.tonello@conferenceboard.org

THE CONFERENCE BOARD, INC.  www.conferenceboard.org

AMERICAS + 1 212 759 0900 / customer.service@conferenceboard.org

ASIA-PACIFIC + 65 6325 3121 / service.ap@conferenceboard.org

EUROPE/AFRICA/MIDDLE EAST + 32 2 675 54 05 / brussels@conferenceboard.org

SOUTH ASIA + 91 22 23051402 / admin.southasia@conferenceboard.org 

THE CONFERENCE BOARD OF CANADA +1 613 526 3280 / www.conferenceboard.ca

Editor’s Note
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for Corporate Social Responsibility Metrics,” by Priya Raghubir, 
John Roberts, Katherine N. Lemon, and Russell S. Winer. This article 
appeared in 2010 in the Journal of Public Policy & Marketing, Volume 
29, Issue 1, on pages 66 through 77.
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