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I. The Idea
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Vodafone

◼ Which of these decisions created most value for 
society?

◼ Which of these decisions, if not taken, would have led 
to most public outrage, or worsened Vodafone’s CSR 
rating / reputation?
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Pieconomics is an approach 
to business that seeks to 
create profits only through 
creating value for society



II. The Evidence
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◼ Margolis and Walsh (2003) review numerous academic 
studies, all using large-scale data

◼ Majority of studies find that social performance is positively 
correlated with financial performance

◼ Correlation does not imply causation

◼ Social performance causes financial performance?

◼ Financial performance causes social performance?

◼ A third variable (e.g. good management) causes both?

Large-Scale Academic Studies
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◼ How to measure performance? Future stock returns

◼ If social performance were caused by high profits, stock price 
would already be high today, so should future stock returns 
should not be higher

◼ Allow controls for risk

◼ How to measure social performance? Many existing 
measures are:

◼ Self-reported: management's response to surveys

◼ Based on superficial measures

A New Approach
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◼ Studies one dimension of social performance: 
employee welfare

◼ Four areas: credibility, respect, fairness, pride/camaraderie 

◼ Published in a book in 1984 and 1993, then every year 
from 1998 in Fortune 

◼ Started paper in Feb 2006

The “100 Best Companies to Work For”
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◼ Submitted to journal A in January 2008, rejected

◼ Submitted to journal B in June 2008, rejected

◼ Submitted to journal C in December 2008

◼ Resubmitted in August 2009

◼ Re-resubmitted in June 2010

◼ Accepted in December 2010

◼ Published in September 2011

Peer Review
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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)



III. Implications for 
Practitioners
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Implications for Practitioners

◼ Companies: Creating stakeholder value is an issue for 
CEOs, not CSR departments

◼ Investors: A company’s stakeholder capital is a financial 
issue for all investors, not a non-financial issue for 
“socially responsible” investors

◼ Citizens: Pieconomics is a way of restoring trust in 
capitalism – and citizens can play their part
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IV. Putting It Into Practice
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Companies (1)

◼ How is this different from what companies are doing 
already?

◼ Milton Friedman: “the social responsibility of business is 
to increase profits”

◼ Pieconomics vs. Enlightened Shareholder Value

◼ Stakeholders are important, but only as an instrumental way to 
increase profits

◼ Evaluate investment in stakeholders using NPV

◼ A responsible business is intrinsically motivated by the desire to 
create social value

◼ Shift in thinking will lead to far more investments being made, especially 
intangible ones
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Companies (2)

◼ How should companies make decisions?

◼ If not NPV, then “anything goes”

◼ Investment shouldn’t be unconstrained

◼ A responsible business “creates profits through creating value 
for society”
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Decision Making Under Pieconomics

◼ Principle of multiplication

◼ Principle of comparative advantage

◼ Purpose: how is the world a better place by your company 
being here?

◼ Vodafone: “To connect everybody to live a better today and 
build a better tomorrow”

◼ Coca Cola’s Project Last Mile vs. charitable donations

◼ Principle of materiality

◼ “Our purpose is to serve customers, workers, suppliers, the 
environment, and communities while generating a returns to 
investors”

◼ Engie’s closure of Hazelwood
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Sustainability Accounting Standards Board Materiality Map
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The Importance of Materiality

◼ Khan, Serafeim, and Yoon (2016):

◼ ESG data from KLD (now MSCI ESG)

◼ Firms that score high on all issues outperform by 1.5%/year, 
insignificant

◼ Firms that score high on material issues and low on 
immaterial issues outperform by 4.83%/year
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Investors

◼ Stock selection: stakeholder capital is financial

◼ Engagement / activism grows the pie

◼ Focus: have a specific issue to talk about, and a specific goal 
to work towards

◼ Based on comparative advantage

◼ Collective engagement
◼ Investor Forum’s framework. Sports Direct collective engagement led to 

industry-wide engagement in apparel sector
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Citizens

◼ The power of agency

◼ Stock selection: as investors, employees, customers

◼ Engagement: Abdul Durrant and Sir John Bond

◼ It’s companies’ responsibility to unleash “citizen 
energy”

◼ Customers
◼ Patagonia’s Common Threads Initiative

◼ Lego’s Ambassador Programme

◼ Employees
◼ New Belgium Brewing Company’s “Bright Ideas”
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IV. Conclusion


