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INTRODUCTION

For many companies today, social sustainability is not 
only an ethical responsibility – it is a strategic impera-
tive for long-term success. In a landscape shaped by 
tightening regulatory requirements1, complex global 
supply chains, and rising expectations from investors, 
customers, and employees, a proactive approach is more 
relevant than ever.

Yet, despite its growing importance, social sustainability 
faces mounting challenges.  Economic pressures, geo-
political uncertainty, and ideological pushbacks have 
fueled skepticism towards sustainability efforts. More-
over, unlike other areas of due diligence, the benefits 
of social sustainability are often long-term and less 
tangible, making them more difficult to quantify and 
communicate directly.

A further obstacle lies in the complexity of the concept 
itself. In the context of this paper, social responsibility re-
fers to the respect for and promotion of human rights as 
well as the assurance of fair, safe, and dignified working 
conditions - both within companies’ own operations and 
throughout their supply and value chain. The UN Global 
Compact´s work in this area is grounded in internationally 
recognised norms, in particular: the Ten Principles of 
the UN Global Compact, the UN Guiding Principles on 
Business and Human Rights (UNGPs), the core labour 
standards of the International Labour Organization (ILO) 
and the Sustainable Development Goals (SDGs).

1	� In 2025 three countries introduced new human rights and environmental due diligence legislation: Brazil (Draft Bill on a Framework for Business  
and Human Rights), New Zealand (Modern Slavery Bill), South Korea (Legislative Bill for the Act on the Protection of Human Rights and the Environment  
for Sustainable Business Management).

This highlights the need for clear and compelling com-
munication about the business case for social sustain-
ability. This paper presents ten key arguments why in-
vesting in social sustainability is not only responsible, but 
also smart business. These arguments are supported by 
evidence from national and international studies, sur-
veys, and case studies. 

The arguments and sources presented here are illus-
trative and do not represent a definitive overview. Rec-
ognizing the diversity of cultural, socio-economic and 
political contexts, the insights shared here aim to be 
broadly relevant and thought-provoking. While not every 
argument may apply equally to every company, there are 
compelling reasons – across all industries and sizes – to 
embed social sustainability into both own operations and 
throughout supply and value chains.

https://unglobalcompact.org/what-is-gc/mission/principles
https://www.ohchr.org/sites/default/files/documents/publications/guidingprinciplesbusinesshr_en.pdf
https://www.ilo.org/international-labour-standards
https://sdgs.un.org/goals
https://www.stopcorporateimpunity.org/wp-content/uploads/2022/08/Bill-Proposal-572.pdf
https://www.stopcorporateimpunity.org/wp-content/uploads/2022/08/Bill-Proposal-572.pdf
https://modernslaveryrecommendations.nz/Modern_Slavery_Bill_FINAL_101224.pdf
https://likms.assembly.go.kr/bill/billDetail.do?billId=PRC_B2J5J0I6G1H0F1G5N4O4N2N1L7K8K9
https://likms.assembly.go.kr/bill/billDetail.do?billId=PRC_B2J5J0I6G1H0F1G5N4O4N2N1L7K8K9
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SOCIAL SUSTAINABILITY ENABLES  
ACCESS TO INVESTMENTS 

In finance, sustainability is often discussed under the 
ESG framework (Environmental, Social, Governance). 
Companies that neglect the social aspect – the ‘S’ – risk 
losing access to a growing pool of sustainable invest-
ments. As sustainable finance becomes more main-
stream, access to ESG investment is increasingly vital 
to remain competitive. 

1
Sustainability in bank lending  

According to the Sustainability Transformation Mon-
itor (2025), which surveyed 600 experts from both 
the financial and real economy, 62 % of banks already 
integrate sustainability criteria into lending decisions, 
with another 20 % planning to follow suit.

According to the same survey, 84 % of banks expect 
sustainability to be a critical factor in future financing 
decisions. 

 

Volume of Responsible Investments  
(Germany)

According to the market report (2024) published 
by the Forum Nachhaltige Geldanlage (Forum for 
Sustainable Investment), responsible investments in 
Germany reached € 1.57 trillion, representing 21.8 % 
of the total market. 

https://www.sustainabilitytransformation.org/studie-downloaden-datei/
https://www.forum-ng.org/fileadmin/Marktbericht/2024/FNG-Marktbericht_2024_Online.pdf
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SOCIAL SUSTAINABILITY IS EXPECTED  
AND VALUED BY BUSINESS PARTNERS AND  
CONSUMERS 

B2B B2C

Social sustainability is a cornerstone of future-oriented corporate 
responsibility. With growing regulatory requirements, companies 
worldwide increasingly report on social issues and actively embed 
corporate social responsibility (CSR) in their business operations. As 
more and more companies integrate social sustainability – especially 
human rights due diligence – into their supplier assessments,  
investments into social sustainability become an economic and  
competitive imperative.   

Consumers report that they increasingly 
value sustainability and are willing to pay a 
higher price for social responsibility.

Companies increasingly report on social risks

A 2024 KPMG survey2 of 5.800 companies worldwide found that  
74 % report on social risks, a 66 % increase compared to 2022. 

Companies from high-risk sectors expect human rights due  
diligence (HRDD) from their business partners

According to the World Benchmarking Alliance (2023), 93% of leading 
companies in high-risk industries such as textiles and mining expect 
their suppliers to meet regarding human rights and/or gender equality 
requirements. 

•	 �Consumer behaviour is also evolving, as 
more people claim to factor sustainability 
into their purchasing decisions 

•	 �According to the Simon-Kucher Retail 
Study3 (2023), 43 of the 614 consumers 
surveyed were willing to pay more for 
sustainable products.

•	 �56 % of the 1.022 people surveyed in a  
Deloitte study4 (2024) stated that  
sustainability influenced their everyday 
choices. 

2	 https://assets.kpmg.com/content/dam/kpmgsites/xx/pdf/2024/11/the-move-to-mandatory-reporting-executive-summary.pdf.coredownload.inline.pdf 
3	 https://www.simon-kucher.com/de/insights/retail-studie-2023-deutsche-kaufen-ohne-nachhaltiges-sortiment-weniger 
4	 https://www.deloitte.com/content/dam/assets-zone2/de/de/docs/industries/consumer/2024/Deloitte-Customer_insights_on_sustainability_FY24.pdf 

2

https://www.worldbenchmarkingalliance.org/publication/chrb/
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The Covid pandemic exposed the fragility of global sup-
ply chains and the significant economic losses that can 
result from disruptions. One proven way to mitigate 
such risks is through robust supply chain management 
combined with targeted investments in resilience. Due 
diligence processes play a central role in this context: 
they help to systematically identify and address risks, 
reduce the likelihood of production stops due to human 
rights violations, and support the development of relia-
ble, long-term supplier relationships.

 

 
Supply chain disruptions are costly  
to companies   

A McKinsey study 5 (2020) estimates that companies 
across sectors will face a supply chain disruption  
lasting one month or more every 3.7 years. Over  
a decade, such disruptions may result in average 
losses of 7 % of annual revenue.

SOCIAL SUSTAINABILITY INCREASES SUPPLY 
CHAIN TRANSPARENCY AND RESILIENCE   3

The concept of a Social License to Operate (SLO) de-
scribes the public acceptance of a company's business 
activities by affected stakeholders, particularly local 
communities. Originally rooted in the mining sector, the 
concept is now relevant across industries, wherever 
companies establish, expand, or scale back their ac-
tivities. A solid SLO helps reduce the risks of protests, 
project delays, and reputational damage which can 
cause considerable financial losses (see argument 7).  
Due diligence processes, especially those involving 
stakeholder engagement, often serve as the basis for 
a company's SLO.

 
 
 
Due diligence processes support the SLO

A 2024 literature review of ten studies found that 
companies can strengthen their SLO through trans-
parent, fair processes and the active involvement of 
affected stakeholders.  

5	 https://www.mckinsey.com/capabilities/%20operations/our-insights/risk-resilience-and-rebalancing-in-global-value-chains.pdf 

 
Case Studies

A scientific study (2018) illustrates the importance of 
a SLO based on case studies of international mining 
companies operating in Peru.

One of the companies examined, for example, was able 
to conduct its operations without prolonged disrup-
tions, despite isolated protests. These incidents were 
quickly addressed through prompt intervention and 
dialogue. The company relied on stakeholder engage-
ment, such as daily dialogues and participation in 
multilateral discussions, which helped limit conflicts 
and avoid major economic losses. CSR programmes 
helped steer protests towards material demands 
rather than outright rejection of the project.

The risks of not having an SLO are illustrated by 
several other case studies. They highlight that other 
companies, which lacked sufficient stakeholder  
engagement, faced protests that delayed or even 
halted operations. 

SOCIAL SUSTAINABILITY STRENGTHENS  
YOUR SOCIAL LICENSE TO OPERATE  4

https://www.oecd.org/content/dam/oecd/en/publications/reports/2020/04/covid-19-and-responsible-business-conduct_9f3bb62c/02150b06-en.pdf
https://www.sciencedirect.com/science/article/abs/pii/S0301420724006093
https://www.researchgate.net/publication/323017036_The_slow_violence_of_corporate_social_responsibility_the_case_of_mining_in_Peru
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Investing in social sustainability  
strengthens employee loyalty and  
retention 

A literature review (2024) of over 270 studies shows 
that CSR practices positively affected employee 
identification with the company (40 studies), orga
nizational commitment to the company (63 studies) 
and job satisfaction (38 studies).

SOCIAL SUSTAINABILITY BUILDS  
HUMAN CAPITAL 5

 

 
 
Vacancy Costs Are a Financial Burden  
for Companies 

As of June 2025, data from the German Federal  
Employment Agency shows that the average job va-
cancy period in Germany is 167 days. The recruitment 
platform Stepstone6 (2023) estimates the average 
cost per vacancy at € 49,500, although the  
exact figure may vary between industries and roles.

6	 https://www.stepstone.de/e-recruiting/hr-wissen/recruiting/vakanzkosten/ 
7	 https://workforceinsights.randstad.com/en/download-the-workmonitor-2025-report

Sustainability matters to Job Seekers 

Two literature reviews (2024, 2020), covering 270 and 
74 studies respectively, provide evidence that CSR is a 
positive factor in attracting job applicants.

An international survey 7 conducted by Randstad 
(2025) and covering 26.000 participants found that 
almost half of the respondents would not accept a  
job with a company misaligned with social and 
environmental values. 29 % of respondents reported 
having left a job because they disagreed with  
the viewpoints or stances of the leadership at their  
organization. 

Investments in fair, safe, and dignified working con-
ditions, human rights due diligence, training and 
development programs and co-determinat ion  
strengthen a company’s human capital. They boost 
employee loyalty and retention, as satisfied em-
ployees identify more strongly with the company 
and a stronger identification with the company in 
turn increases satisfaction. In light of rising job  
vacancies and recruitment costs, socially responsible 
practices can help reduce turnover and thereby person-
nel costs. At the same time, responsible practices en-
hance employer attractiveness for applicants, especially 
among young talents, who increasingly consider ethics 
and CSR in their job decisions. Social sustainability can 
therefore give companies a decisive advantage in the 
competition war for talent.

https://link.springer.com/article/10.1007/s11301-023-00389-7
https://statistik.arbeitsagentur.de/Statistikdaten/Detail/202506/arbeitsmarktberichte/monatsbericht-monatsbericht/monatsbericht-d-0-202506-pdf.pdf?__blob=publicationFile&v=1
https://statistik.arbeitsagentur.de/Statistikdaten/Detail/202506/arbeitsmarktberichte/monatsbericht-monatsbericht/monatsbericht-d-0-202506-pdf.pdf?__blob=publicationFile&v=1
https://link.springer.com/article/10.1007/s11301-023-00389-7
https://www.proquest.com/openview/c7964789876fc04b7ba9b838608d0363/1?pq-origsite=gscholar&cbl=2028707
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Studies show a demonstrable link between 
CSR and the financial performance of com-
panies. One reason for this is that social due 
diligence processes strengthen the rights and 
entitlements of employees. This can help to in-
crease satisfaction. Happy employees, in turn, 
are demonstrably more productive, which is 
reflected positively in the economic success 
of a company.

Studies show a clear link between CSR and 
the financial performance of companies. Even 
though the extent of this relationship varies 
greatly depending on the sector, business 
model, and methodology of the study, both 
case studies and literature analyses conclude 
that a company's ESG score directly impacts a 
company’s financial performance. In addition, 
CSR can also foster innovative capacity. While 
due diligence processes may involve short-
term costs, these are typically outweighed by 
long-term economic benefits.

SOCIAL SUSTAINABILITY  
DRIVES PRODUCTIVITY AND INNOVATION  6

CSR and innovative capacity are mutually  
reinforcing  

A literature review (2016) of 24 studies found a mutually  
reinforcing relationship between CSR and the innovative ca-
pacity of companies.

SOCIAL SUSTAINABILITY MITIGATES 
REPUTATIONAL RISK 

Social sustainability enables companies to 
identify and address reputational risks at an 
early stage. Studies show that a company’s 
public image is closely linked to its revenue 
and market valuation. Scandals involving  
human rights violations or poor working con
ditions not only undermine trust, but also 
cause financial damage, for example through 
a drop in share prices, customer migration or 
investor withdrawal. 

7

The link between CSR and financial performance  

41 studies by the International Labour Organization as  
well as literature analyses of 512 studies (2022) and  
53 peer-reviewed articles (2023), confirm a measurable link  
between CSR activities and improved financial performance.  
The strength of this link varies among the studies. 

Link between reputation and financial  
performance 

A literature review (2019) of 71 studies confirms the positive  
impact of a strong reputation on a company’s financial  
performance, although CSR was not found to mediate this link 
directly.  

https://www.emerald.com/sampj/article-abstract/7/2/295/454493/Exploring-the-relationship-between-CSR-and?redirectedFrom=fulltext
https://supplychainshub.ilo.org
https://onlinelibrary.wiley.com/doi/full/10.1111/joes.12523
https://onlinelibrary.wiley.com/doi/full/10.1002/csr.2446
https://journals.aom.org/doi/abs/10.5465/AMBPP.2019.193


9  BACKGROUND PAPER  THE BUSINE S S CA SE FOR SOCIA L SUSTA IN A BILIT Y

Case study 8 

Following reports in The Sunday Times about labour rights violations in production facilities of an online fast  
fashion retailer, the company’s share price dropped by more than 40 %. As a result, investors filed a lawsuit  
seeking over £ 100 million in damages, alleging that the company had made untrue or misleading statements  
and failed to disclose material information to the market.

SOCIAL SUSTAINABILITY CAN PROTECT  
AGAINST LEGAL AND REGULATORY RISK

Social sustainability is an effective means of preventing 
legal and regulatory risk. An increasing number of coun-
tries worldwide are introducing corporate due diligence 
legislation, from the Uyghur Forced Labor Prevention Act 
in the USA to the Loi de Vigilance in France, to ongoing 
legislative efforts in South Korea.9

9	

These laws often include significant penalties, import 
bans, or lawsuits if companies do not comply with their 
due diligence obligations. Proactive compliance reduces 
legal risks and builds trust with investors, consumers, 
and business partners. 

8

Case Studies

Norway France10 USA

In September 2024, Norway’s 
Consumer Agency imposed a fine 
of € 38,500 on a retailer for failing 
to respond to information requests 
under the country’s Transparency 
Act regarding the human rights 
impacts of its business activities.

Lawsuits have been filed against 
various companies under France’s 
Loi de Vigilance. In June 2025, the 
first company was found liable on 
appeal and was ordered to revise 
its plan de vigilance. 

Under the Uyghur Forced Labor 
Prevention Act (UFLPA), U. S. Cus-
toms and Border Protection has 
already denied entry to $ 87 billion 
worth of goods. 

8	  	 https://www.theguardian.com/business/article/2024/jun/06/boohoo-investors-seek-100m-in-damages-after-minimum-wage-row  
9	�	�  You can find two overviews of current worldwide regulation on corporate responsibility on the websites of the  Friedrich Ebert Foundation and focusright 

(https://www.focusright.ch/world-map).
10	 https://www.lemonde.fr/societe/article/2025/06/17/la-poste-condamnee-en-appel-pour-manquement-a-son-devoir-de-vigilance_6613906_3224.html  

https://www.ibanet.org/esg-norwegian-transparency-act
https://www.cbp.gov/newsroom/stats/trade/uyghur-forced-labor-prevention-act-statistics
https://www.forbrukertilsynet.no/vi-jobber-med/apenhetsloven/the-transparency-act
https://www.forbrukertilsynet.no/vi-jobber-med/apenhetsloven/the-transparency-act
https://www.legifrance.gouv.fr/jorf/id/JORFTEXT000034290626/
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Social sustainability is increasingly emerging as a key 
factor in maintaining and strengthening a company’s 
competitive advantage. As outlined in this document, 
social sustainability directly and positively influences:

•	 access to investment;
•	 business partnerships and consumers’ decisions;
•	 supply chains resilience;

•	 social license to operate;
•	 talent retention and recruitment;
•	 �financial performance, productivity and innovative 

capacity   

Companies that fail to recognize these developments or 
respond too late not only risk legal, financial and reputa-
tional damage, but also of falling behind more proactive 
competitors.

SOCIAL SUSTAINABILITY  
IS AN IMPORTANT COMPETITIVE FACTOR 9

As outlined throughout this paper, there are sound eco-
nomic arguments for companies to fulfil their social due 
diligence obligations. Furthermore, as an important part 
of society at large, companies are expected to adhere to 
the universal principles of the United Nations. 

This includes, among others, the UN Guiding Princi-
ples on Business and Human Rights (UNGPs) and the  

Ten Principles of the UN Global Compact, which state 
that companies have a responsibility to respect human 
rights and labour standards.

Investing in social sustainability is therefore not only 
economically beneficial but also the morally and ethi-
cally right course of action.

SOCIAL SUSTAINABILITY  
IS THE RIGHT CHOICE  10

Businesses succeed when  
societies themselves succeed. 

Ban Ki-moon, former Secretary-General of the United Nations (2011)

https://www.auswaertiges-amt.de/resource/blob/266624/b51c16faf1b3424d7efa060e8aaa8130/un-leitprinzipien-de-data.pdf
https://www.globalcompact.de/fileadmin/user_upload/Bilder/Mediathek_Main_Page/Publikationen_PDF_speicher/DIE-ZEHN-PRINZIPIEN-1.pdf
https://press.un.org/en/2011/sgsm13987.doc.htm


11  BACKGROUND PAPER  THE BUSINE S S CA SE FOR SOCIA L SUSTA IN A BILIT Y

The UN Global Compact and UN Global Compact Network Germany 
The United Nations Global Compact is the world’s largest initiative for sustainable and responsible corporate 
governance. Based on ten universal principles and the 17 Sustainable Development Goals (SDGs), it pursues the 
vision of an inclusive and sustainable global economy for the benefit of all people. More than 24,000 companies 
and organizations have already joined the UN Global Compact and contribute to this global vision. The UN Global 
Compact Network Germany is one of about 65 UN Global Compact country networks and among the largest of 
them. It currently has more than 1,300 participants—approximately 1,250 companies, ranging from DAX-listed 
corporations to mid-sized and small enterprises (SMEs), as well as 60 representatives from civil society, academia, 
and politics. 
Aiming to initiate change processes within companies and support the strategic mainstreaming of sustainability, 
the UN GCD focuses on the topics of human rights and labour standards, environment and climate, and anti-
corruption. 
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