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Agenda

• Shareholder value 

creation side-effects

• Shareholder value case 

study

• Weaknesses in 

traditional application of 

shareholder value
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Friedman Doctrine

“there is one and only one 

social responsibility of 

business—to use its 

resources and engage in 

activities designed to 

increase its profits so long 

as it stays within the rules 

of the game, which is to 

say, engages in open and 

free competition without 

deception or fraud.”
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Some problems with Friedman 

Doctrine

- Short term decision making

- High levels of employee 

disengagement

- Growing inequality of wealth

- Depletion of natural resources

- Climate change
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Shareholder Value Case Study

30.4.206

Floorboard 
Manufacturer
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Lessons from Case Study
- From stable to VUCA (volatile, uncertain, 

complex and ambiguous) environment

- Focus on short term profits leads to 

unsustainable behaviour

- Narrow focus on KPIs leads to silo thinking

- Financial statements show only part of the 

story

- Need to involve employees in decision 

making
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Other Lessons on KPIs 

- KPIs can be manipulated e.g. 

Sales

- Static view of KPIs does not show 

trends

- Over concentration on financial 

KPIs

- Use of external KPIs compliment 

internal KPIs
8 30.4.20
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Cobra Effect Goodhart’s Law

"When a measure becomes a target, it ceases 
to be a good measure."[

https://en.wikipedia.org/wiki/Goodhart's_law#cite_note-1
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Thank You!
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Private equity giants vow to share their ESG 
credentials in 2020

Over the past few years, more and more of our 
clients have focused on the impact of 
sustainability on their portfolios. This shift has 
been driven by an increased understanding of 
how sustainability-related factors can affect 
economic growth, asset values, and financial 
markets as a whole. 

“

Move Over, Shareholders: Top CEOs Say 
Companies Have, Obligations to Society.
“

►

►





Today, society is demanding greater responsibility from the organizations 
that they work for, buy from and invest in.

At EY, we believe capital will shift from organizations that only create value 
for their shareholders to those that create value in the long term, across a 
broader group of stakeholders, including employees, society and 
shareholders.

Organizations that authentically anchor their approach to long-term value 
with a meaningful purpose are best positioned to benefit from, demonstrate 
and measure the value they create.

“
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►

►
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The move from shareholder to 

stakeholder value



How do organisations shift from 

shareholder to stakeholder value? 
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https://www.epic-value.com/
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Thank You
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Useful Information

• ICAEW Coronavirus Hub: www.icaew.com/coronavirus

• Direct enquiries: www.icaew.com/contact-us/helplines-and-support

• Feedback / Insights: https://r1.dotmailer-surveys.com/bb41f58a-914k8i13

• CABA: www.caba.org.uk

• Energy & Natural Resources Community : https://ion.icaew.com/energy-community/
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