
© John Peloza and Ron Yachnin, 2008. 0

Tools for Valuing 

Business Sustainability

John Peloza and Ron Yachnin

RNBS Knowledge Forum

Ivey Leadership Centre, Toronto

January 25, 2008.



© John Peloza and Ron Yachnin, 2008. 1

Research Question

• Identify the business tools with which 

managers can value the business case 

for sustainability. In which contexts have 

these tools been applied? What are the 

collective results?
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Motivation

• Move beyond the rhetoric

• Hard measures for the CFO
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Bounding

• Criteria for Inclusion

–quantitative calculation of business 

value or process (tool) for calculating 

such

• Time

–Academic – all time periods

–Practitioner – 2004+
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Tasks/Timing
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Academic Literature

• Measures:

– Accounting

– Market

– Perceptual 

– Cash
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Academic

Market Measures Accounting Measures

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Academic

Little beyond the business case
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Academic

Beyond sustainability accounting
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Academic

• Performance measures closer to 

sustainability initiative

– Debt costs

– Manufacturing

– Employee relations

– Innovative culture
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Academic

Where’s the 

mediation?
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Academic

Editorial bias?
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Practitioner Literature
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Meta Analysis of Business Case

• 2004

• “indicates a positive or, at 
minimum, neutral 
correlation…”

• “case strongest at 
sector/portfolio level + 
weakest at linking specific 
performance metrics with 
specific financial value 
metrics”

• “need for framework to link 
specific environmental + 
financial indicators”
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Investment Performance per 

Indices + Ratings
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Investment Performance + 

Particular Env’tl Exposure

• Companies 

positioned as top 

carbon performers 

tend to outperform, 

including within 

sectors
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Review of Investment 

Performance Studies (30)

• 20 academic studies 

= “there does not 

appear to be a 

performance penalty”

• 10 broker studies = 

“in most cases, 

quantitative analysis 

resulted in an 

assumed positive 

influence”



© John Peloza and Ron Yachnin, 2008. 17

Sector – Intangible Value Drivers

• Key issues: Fleet fuel 
economy, powertrain 
investments, supply chain 
management, Human 
capital

• “automakers that are 
developing their 
technological capacity for 
small, efficient powertrains, 
clean diesel engines, and 
petrol-electric and diesel-
electric hybrids are most 
often in the best position to 
gain market share”
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NGO – Challenging Brokers

• 9 of 12 broker reports 
successfully make the 
materiality link; 6 
quantify the link; 3 do 
so partially 
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Firm Relative to Group –

Efficiency of Resource Use ($)

• “Pirelli, using its environmental resources, created 485 

million € more return than the EU15 on average would 

have created using the same bundle of resources” 
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Firm - Costs + Revenue ($) 

• “For a typical large 
enterprise, 
sustainability 
strategies can 
conservatively yield 
a 38 percent 
increase in profit 
over five years”
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British Telecom

• CSR Business Case = Risk 
Management (7 risks), 
Reputation, Cost Reduction, 
Employee Motivation, 
Marketplace Innovation

• Cost Reduction = “We quantify 
financial savings linked to 
environmental improvements. 
For the 2007 financial year, we 
made £216.9 million in 
productivity gains, £12.2 
million in capital and £.02 
million in profit and loss 
savings, making a total of 
£229.3 million”
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Firm – Financial Valuation 
($, company value, share price/ commodity price)
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The sdEffectTM – Some Results

• Waste diversion at INCO saves $2.4 million/yr; 
equivalent to just over $.01 per share. These savings are 
worth $31 million in total shareholder value, or between 
$0.06 and $0.16 per share in total value.

• If Placer Dome’s community involvement program can 
fast track the Cerro Casale project by one year it will add 
value to stock estimated at US$0.81 per share. This is a 
5.5% valuation lift from its current trading price of 
US$14.70 per share 

• The risk reduction associated with Teck Cominco’s 
enhanced community and employee relations is 
estimated to be valued at $859 million or $4.24 per share
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Key Questions

• Mediation?

– Causality question

– Leading indicator

– Unique to the firm

– Readily available

• Roles + needs of managers + their executives + 

operational staff? 

– Performance data

– Value judgements re mediators

– Executive buy-in/commitment
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Takeaways

• Few tools for managers to translate 
specific aspects of firm-level 
sustainability performance into financial 
terms, and more specifically financial 
valuation terms (only beginning to emerge + 
mostly from practitioner literature.)

• Past emphasis on establishing/ 
delineating business case
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Takeaways

• Interesting times as financial community 
+ companies begin to focus more on 
delineate value of sustainability

• Recent developments on, + calls for more, 
firm-level/company-specific 
analysis/frameworks

• Researchers must add focus on the needs 
of managers and their executives to 
delineate additive value in these terms
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Thank You

Ron Yachnin 

613-866-3766, ron@yachnin.ca

John Peloza

778-782-7338, peloza@sfu.ca


