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When companies specialise: from outsourcing to externalities - the benefits of CSR 
 

 The scope of Corporate Social Responsibility (CSR) policies 
has expanded considerably in recent years, particularly with 
respect to stakeholders. Whereas CSR has historically offered 
guarantees to a company's stakeholders as to the impact of its 
activities, today it also aims to ensure that some stakeholders 
provide the same guarantees in return. It has gotten to the 
point where a company cannot design a CSR policy for itself 
alone, but has every interest in making sure the policy is 
applied across its entire value chain. All the CSR Officers we 
have spoken with have stressed the reasons and importance of 
disseminating their standards and values beyond the 
immediate scope of their expertise, i.e. to all their stakeholders. 

In their quest to secure competitive positions allowing them to 
maximise profitability, companies have consistently sought to 
specialise in a specific area of expertise in the past few 
decades. These refocusing efforts have been made 
horizontally, by targeting one or more specific businesses 
rather than an entire portfolio of activities, as well as vertically 
by specialising in a few links in the value chain of a given 
business. As a result, companies have outsourced an 
increasing portion of their value chain, giving them greater 
flexibility to adjust their levels of activity to prevailing economic 
conditions. By leaving behind the control over part of their 
value chain, companies have accumulated certain types of 
risks: namely operational risk and image risk. And yet, these 
externalities almost systematically have major financial 
repercussions, such as revenue shortfall, financial sanctions or 
additional expenses. These risks can subsequently have a 
major impact on enterprise valuation. 

Such is the case for the environmental risk to which companies 
are exposed when they obtain supplies from external sources. 
Smurfit Kappa for instance, which specialises in making 
cardboard from recycled fibres, uses various chemicals in its 
manufacturing process. The company is responsible for the 
environmental impact of its products once they're used, but 
also indirectly responsible for the impact of their production. By 
nature, these risks largely depend on its suppliers, thus 
exposing Smurfit Kappa to operational and reputational risk. 
Accordingly, the company must rely on its suppliers to help 
achieve its environmental objectives. Similarly, virgin fibres 
have to be added to the pulp along with the recycled fibres, 
which consumes forest resources. Smurfit Kappa therefore 
decided to set up a system to monitor the production and 
recycling conditions of all its materials, in addition to a system 
for controlling product delivery systems in a bid to limit the 
environmental risks associated with its activity. In the longer 
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term, environmental objectives, which often involve significant 
CO2 emission reductions, require the company to rely on its 
suppliers to reach these objectives, by making a change in a 
technological process, achieving productivity gains or anything 
else. Consequently, these objectives depend on the partnership 
companies have with their stakeholders. Schneider Electric, 
for example, requires all its transporters to adopt a CO2 
emissions reduction plan in order to work with the company. 

Collateral risks, which take various forms, are also very 
significant from a labour standpoint. Take for example the case 
of industrial companies that have service providers work at their 
production sites. Accidents involving people or equipment can 
have a major impact on the company's business and reputation. 
To guard against this risk, HeidelbergCement provides training 
to all its stakeholders’ employees scheduled to work at its sites. 
It also requires its suppliers to maintain minimum training 
standards in order to work with the company. The situation is no 
different for a company like Kering, which systematically audits 
all its stakeholders, particularly regarding labour matters, to 
make sure they observe local regulations as well as Group 
standards in terms of labour law. This issue is especially 
important given that many of its stakeholders are based in 
emerging countries, and Kering's business relies heavily on its 
brand image. Managing image risk is capital for these activities. 

Finally, governance is equally important, as revelations of 
corruption scandals clearly jeopardise the business of the 
parties involved, even if they are not directly to blame. Not to 
mention the financial and legal sanctions incurred. While some 
sectors, such as the oil sector, may appear to be particularly 
susceptible to this type of problem, in reality no company is 
immune. Merely having your name associated with fraudulent 
practices can cause major damage. That's why it is so 
important for companies to make sure stakeholders and 
employees alike follow strict rules of ethics and compliance. At 
the recent presentation of its CSR policy, Italian multinational 
Eni extensively covered the requirements set by the Group in 
its RFPs, both in terms of preventative and coercive measures. 

Of course, the obvious financial repercussions of all these 
externalities reflect the risks incurred by companies when they 
specialise, outsource, and hand part of their value chain over to 
stakeholders. It is therefore critical for these companies to 
recapture control over some or all of these risks, which they can 
do through a CSR policy. By taking back control of the risks 
over the majority of the value chain, CSR is an ideal tool for 
mitigating the risks generated when companies specialise. 
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