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“Yes, the planet got destroyed. But for a beautiful moment in 
time we created a lot of value for  shareholders”      
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2015 Paris Agreement
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United Nations Sustainable Development Goals
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A State of Emergency
But are we truly committed to a sustainable future?
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For the past two decades, the official stance of 
America’s top corporate executives has been that the 
interests of shareholders came before the interests of 
all others—workers, consumers, the cities and towns in 
which their companies operated, and society as a 
whole.

Today, that changes.

The Business Roundtable, a lobbying group composed 
of the nation’s leading CEOs, just announced that its 
members “share a fundamental commitment to all of 
our stakeholders”—each of whom “is essential”—while 
pledging “to deliver value to all of them, for the future 
success of our companies, our communities, and our 
country.”
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The world’s top 100 economies in 2016

Source: Global Justice Now, http://www.globaljustice.org.uk/news/2016/sep/12/10-biggest-corporations-make-more-money-most-countries-world-combined

The world’s top 10 corporations – a list that includes Walmart, Shell and Apple – have a combined revenue of more than the 180 

‘poorest’ countries combined in the list which include Ireland, Indonesia, Israel, Colombia, Greece, South Africa, Iraq and Vietnam.
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Sustainability as a Strategic Choice
Different Firms Make Different Choices

Source: Adapted from Willard, The Next Sustainability Wave, 2005
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What is Sustainability in a Business Context?
Sustainability as Strategy
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Four Crucial Questions on Sustainability Strategy
What we know based on current academic evidence

I. What is the evidence regarding a link between Sustainability and value creation?

II. What are the mechanisms of value creation through which a Sustainability 

commitment can translate into financial performance?

III. How can we structurally embed Sustainability into the organizational DNA?
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Sustainability and Financial Performance
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Is Sustainability Creating Value for Companies?
Numerous Studies to Date; more of them in recent years

Source: Friede, Gunnar, Timo Busch, and Alexander Bassen. "ESG and financial performance: aggregated evidence from more than 2000 empirical studies." Journal of Sustainable Finance & Investment 5.4 (2015): 210-233.
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“The current state of the art on the empirical academic evidence points to a positive

causal linkage between the development of sustainability oriented practices,

initiatives, structures and mind-sets and long-term financial performance”.

(Zollo et al. 2015; Laplume et al. 2008; Edmans, 2012; Eccles, Ioannou and Serafeim, 2014, Flammer 2014)

The Link Between Sustainability and Value Creation
The State of the Art
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High versus Low Sustainability Companies – Performance (ROE)

Sample: 90 x 2 U.S. Corporations – Matched in 1992
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Investing $1 in book value of equity in the beginning of 1993 in a value-weighted (equal-weighted) portfolio of High Sustainability firms would have

grown to $31.7 ($15.8) by the end of 2010. In contrast, investing $1 in book value of equity in the beginning of 1993 in a value-weighted (equal-

weighted) portfolio of Low Sustainability firms would have grown to $25.7 ($9.3) by the end of 2010.
Source: Eccles, Ioannou and Serafeim, Management Science, 2014 16
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High versus Low Sustainability Companies
Buy-and-Hold Stock Returns (Value Weighted); 2 x 90 U.S. Corporations matched in 1992

Investing $1 in the beginning of 1993 in a value-weighted portfolio of High Sustainability companies would have grown to $22.6 by the end of 2010.

In contrast, investing $1 in a value-weighted portfolio of Low Sustainability companies would have only grown to $15.4 over the same period.

Source: Eccles, Ioannou and Serafeim, Management Science, 2014
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Four Crucial Questions on Sustainability Strategy
What we know based on current academic evidence

I. What is the evidence regarding a link between Sustainability and value creation?

II. What are the mechanisms of value creation through which a Sustainability 

commitment can translate into financial performance?

III. How can we structurally embed Sustainability into the organizational DNA?
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Value Creation Mechanisms Associated with Sustainability

Superior Access to Finance

Enhanced Innovation

Social license to Operate, Risk Mitigation

Enhanced employee engagement and retention

Increased Ability to Recruit of Talent

Avoid future adverse regulatory impacts

Build Long-term relationships with stakeholders

Enhanced Brand Loyalty and Corporate Reputation
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Sustainability and Access To Finance
Various new forms of Green Financing, across asset classes
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Sustainability and Access to Finance
Sustainable Investing, Green  Bonds

Source: Generation Investment Management 2018 – Sustainability Trends Report
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Sustainability and Access To Finance
Global Sample – 2002-2009 – ASSET4 data
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Source: Cheng, Ioannou and Serafeim, Strategic Management Journal, 2014
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• Pessimistic recommendations in earlier periods

• Neutral towards optimistic recommendations in 

later periods

• Analysts of higher experience first to shift their 

recommendations

• Analysts of higher status brokerage houses 

first to shift their recommendations

23

Sustainability and Public Equity Markets
Shifting perceptions on Sustainability, away from an agency logic

Ioannou, I. & Serafeim, G. “The Impact of Corporate Social Responsibility on Investment Recommendations: Analysts’ Perceptions and Shifting Institutional Logics”, 2015, SMJ
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Sustainability and Innovation
What are the links between Innovation and Sustainability Strategy?
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Sustainability Commitment and the Innovation Process

o Human Capital

o Psychological safety to experiment and fail

o Long-term orientation and long-term decision-making

o Deep stakeholder engagement (i.e. innovation as an open system)

o Clear direction, inspirational objective: to have a positive impact on society at large!
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Carpets that… clean the air! Carpets that are … soundproof!
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Sustainability Unleashed an 
Unprecedented Wave of Innovation
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Sustainability and Innovation
How can Sustainability can to more/better Innovation?
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Source: Flammer and Kacperczyk, Management Science, 2016
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Four Crucial Questions on Sustainability Strategy
What we know based on current academic evidence

I. What is the evidence regarding a link between Sustainability and value creation?

II. What are the mechanisms of value creation through which a Sustainability 

commitment can translate into financial performance?

III. How can we structurally embed Sustainability into the organizational DNA?
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Embedding Sustainability Into Corporate DNA
What are the structural organizational pillars to build a sustainable organization?
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Sustainability and Corporate Structure
The Four Critical Organizational Pillars for Embedding Sustainability

Sustainable Organizations 

Organizations that integrate 

environmental and social issues into 

their strategy and business models.

Source: Eccles, Ioannou and Serafeim, Management Science, 2014
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Pillar I: Corporate Governance
Embedding Sustainability into the corporate DNA

Source: Eccles, Ioannou and Serafeim, Management Science, 2014
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Pillar II: Stakeholder Engagement
Embedding Sustainability into the corporate DNA

Source: Eccles, Ioannou and Serafeim, Management Science, 2014



london.edu 36

Pillar III: Decision-making Time Horizon
Embedding Sustainability into the corporate DNA

Source: Eccles, Ioannou and Serafeim, Management Science, 2014
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Pillar IV: Transparency & Accountability
Embedding Sustainability into the corporate DNA

Source: Eccles, Ioannou and Serafeim, Management Science, 2014
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Sustainability and Corporate Structure
The Four Critical Organizational Pillars for Embedding Sustainability

Sustainable Organizations 

Organizations that integrate 

environmental and social issues into 

their strategy and business models.

Source: Eccles, Ioannou and Serafeim, Management Science, 2014
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Sustainability Leadership & Responsible Organizations
Concluding Remarks

o Organizations are faced with ever-increasing demands and expectations to become more responsible 

towards their multiple and diverse stakeholders (i.e. to integrate Sustainability).

o In the long-run, organizations that adopt (material, strategic) Sustainability practices outperform their 

competitors and thus, they become future-fit.

o This outperformance may result from a number for value creation mechanisms for organizations that are 

able to strategically establish these mechanisms based on the underlying material Sustainability issues.

o Integrating Sustainability into the corporate DNA involves changes in corporate governance, stakeholder 

engagement, the decision-making time horizon and the transparency & accountability of the company.
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How do we frame Sustainability going forward?
Are we truly committed?
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ADAPTATION REPLACEMENT
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Sustainability as a Major Disruptive Force For Business
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iioannou@london.edu

@iioannoulbs

www.ioannou.us

www.linkedin.com/in/iio
annoulbs/

Online course: 
Sustainability Leadership 
and Corporate 
Responsibility
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Thank you!

mailto:iioannou@london.edu
http://www.ioannou.us/
http://www.linkedin.com/in/iioannoulbs/
https://www.london.edu/executive-education/leadership/sustainability-leadership-and-corporate-responsibility

