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Ehe New Hork Times
Shareholder Value Is No Longer
Everything, Top C.E.O.s Say

Chief executives from the Business Roundtable, including the
leaders of Apple and JPMorgan Chase, argued that companies
must also invest in employees and deliver value to customers.
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To be Different or To be the Same
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* Industrial Organization(10)
* Resource-Based View(RBV)
* Competitive Dynamics

e Institutional Theories
* Theory of Ecology
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THE ILLUSORY PROMISE OF STAKEHOLDER
GOVERNANCE

Lucian A. Bebchukt & Roberto Tallarita}

To address growing concerns about the negative effects of
corporations on their stakeholders, supporters of stakeholder
governance (“stakeholderism”) advocate a governance model
that encourages and relies on corporate leaders to serve the
interests of stakeholders and not only those of shareholders.
We conduct a conceptual, economic, and empirical analysis of
stakeholderism and its expected consequences. Stakeholder-
ism, we conclude, is an inadequate and subsiantially counter-
productive approach to addressing stakeholder concerns. To
assess the promise of stakeholderism to protect stakeholders,
we analyze the full array of incentives facing corporate lead-
ers; empirically investigate whether they have in the past
used discretion to protect stakeholders; and show that recent
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Bebchuk, L. A. and R. Tallarita(2020), “The Illusory
Promise of Stakeholder Governance,” Cornell
Law Review, 106, pp.91-177.

OsH2HAIRE XF=3=2] AlCH2] CSR TEF

Do Socially Responsible Firms Walk the Talk?

Ancesh Raghunandan
Assistant Professor of Accounting
London School of Economics

Shiva Rajgopal
Kester and Bymes Professor of Accounting and Auditing
Columbia Business School

December 10, 2022

Abstract:

Several firms claim to be socially responsible. We confront these claims with the data using the most notable
such proclamation in recent years, the August 2019 Statement on the Purpose of a Corporation by the
Business Roundtable (BRT). The BRT is a large, deeply influential business group containing many of
America's largest firms; the 2019 Statement proclaimed that a coeporation’s purpose is to deliver value to
all stakeholders, rather than to solely maximize shareholder value. However, we find no evidence that BRT
members — who voluntanily signed the Statement — engaged in such stakeholder-centric practices peior o
subsequent to signing. Relative to peer firms, publicly listed signatories of the BRT statement commit
envi | and labor-related compliance violations more often (and pay more in compliance penalties),
have higher carbon emissions, and rely moee o govenment subsidies. BRT firms are also more likely to
disagree with proxy recommendations on shareholder proposals. Our results suggest that firms'
peockamations of stakeholder-centric behavioe are not backed up by any hard data on these firms' operations.

Keywords: social responsibility, ESG, Business Roundtable, environmental and labor laws, Violation Tracker,
carbon emissions.
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Raghunandan, A. and S. Rajgopal(2021), "Do
Socially Responsible Firms Walk the Talk?,
SSRN: http://dx.doi.org/10.2139/ssrn.3609056
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» “Stakeholder in an organization is any
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group or individual who can affect or is
affected by the achievement of the
organization’s objectives.” (Freeman,
1984: p. 46,)
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Kotler adds a 5th P to his set of four —
Purpose

Philip Kotler who coined the gospel of marketing, the four Ps (product, price, place and
promotion), has added a fifth — Purpose.
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How Great
Companies

Think
Difterently

Instead of being mere money-
generating machines, they
combine financial and social
logic to build enduring success.
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