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The “100 Best Companies to Work 
For in America” beat their peers by 
2.3‐3.8%/year over 1984‐2011

(89%‐184% cumulative)

@aedmans bit.ly/csrtedx



“Costco's management is focused on ... 
employees to the detriment of shareholders. 
Why would I want to buy a stock like that?” 

‐‐ Equity analyst, quoted in BusinessWeek
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Derwall, Guenster, Bauer, and Koedijk (2005)



Returns to High and Low Sustainability: Eccles, Ioannou, and Serafeim (2014)
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Putting It Into Practice
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1. Excellence
 Simply being excellent at what you do has major 

impact on customers, employees, suppliers, the 
environment, and society

 The most socially destructive actions are not errors 
of commission, but errors of omission

 Implications:
 Excellence is the best form of service, not reducing carbon 

footprint or making sacrifices (e.g. giving penicillin for free)
 (Almost) all companies play a role in serving society
 All employees play a role in companies
 (Almost) all tasks play a role for an employee
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2. Purpose
 A company’s intrinsic reason for existing

 Profits are an extrinsic goal
 The glue that binds the organisation together
 Purposeful companies will make investments even if 

they don’t lead to predictable profits
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2. Defining Purpose
 Who it exists for and why it exists

 “Who” is important to guide trade-offs. Customers are 
important, but who else?

 Olam: “endeavours to generate economic prosperity, 
contribute positively to social wellbeing and manage our 
stewardship of the environment by providing sustainable 
agricultural products and food ingredients”

 John Lewis: “ultimate purpose is the happiness of all its 
[employees] , through their worthwhile and satisfying 
employment in a successful business”
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2. Defining Purpose
 Purpose is only meaningful if the converse would 

also be reasonable
 A purpose “to serve customers, colleagues, suppliers, the 

environment, and communities while generating a returns to 
investors” is meaningless

 Who: Olam’s environmental focus, John Lewis’s employee 
focus are meaningful

 Why: Costco provides “quality goods and services at the 
lowest possible prices”

 But purpose is more than just a definition
 Embedded internally
 Communicated externally



39

3. Incentives for the Long 
Term
 Common focus is on the level of pay

 But £5m pay is 0.06% of a £8b firm
 Much more important is the horizon of pay

 Affects decisions, which have percentage point, not basis 
point, effects on firm value

 See "Stop Making CEO Pay a Political Issue" (Harvard 
Business Review), http://bit.ly/politicspay; “Link Pay to 
Wider Societal Benefits” (Financial Times), 
http://bit.ly/ftceopay
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3. Incentives for the Long 
Term (cont’d)
 Edmans, Fang, and Lewellen (2017): vesting equity 

linked to
 Cuts in investment (R&D, capital expenditure)
 Analyst forecast revisions
 Positive earnings guidance
 Just meeting earnings targets

 Flammer and Bansal (2017): long-term compensation 
improves
 Return on assets, net profit margin, sales growth
 Innovation (number, quality, novelty of patents)
 CSR (environment, customers, society, esp. employees)
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4. Employees: Two Old 
Attitudes
 Free Disposal: viewing junior employee time as a 

disposal resource
 Artificial internal deadlines
 Unnecessary analyses. “Presentations are for us, not for the 

client”
 Long hours seen as a rite of passage; can be compensated 

by salary
 Culture of instant responses, always need to be on email

 Hierarchy
 Valued by job title, not ability
 Huge waste of employee initiative
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4. Employees: Two New 
Attitudes
 Partnership

 Financial ownership: give shares to all employees
 Task ownership: Japanese Andon system

 Investment
 Giving opportunities, e.g. presenting at meetings
 Mentorship: one-minute praisings and reprimands
 Mental and physical wellness, e.g. UBS “6 weeks – half a 

million steps”, Global Health Day
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4. Employees: Reporting
 What gets measured gets done

 Just because something can’t be quantified doesn’t mean it 
can’t be measured

 Most firms already report employee engagement 
scores, diversity percentages, volunteer hours

 Potentially to think about
 What areas of EE are strong / weak? Concrete plans for 

room for improvement
 Communication and representation
 Other dimensions of diversity
 The output, rather than input, of volunteering
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4. Employees - Reporting














