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Roll over Friedman, corporates 
will now start to care 
 
Twenty-two years after first committing itself to Milton Friedman’s 
mantra that the principal objective of a business enterprise is to 
generate economic returns to its owners, the US Business 
Roundtable has now given corporations a new purpose. In a 
statement in August, the Roundtable stated that purpose of the 
corporation is no longer maximizing returns to shareholders, 
rather it is a commitment to all stakeholders. This puts 
shareholders at par with employees, customers, suppliers and 
communities in which businesses operate. It is useful to remember 
this is how it was till the Business Roundtable exhorted corporates 
to embrace the profit motive.  
 
The US Business Roundtable has an oversized influence on US 
businesses – close to 200 US CEO’s from Jamie Dimon at JP Morgan 
to Tim Cook at Apple as members, and therefore on companies 
across the globe. This statement has the potential to upend the 
roles and responsibilities of the board and what roles corporates 
see for themselves. Issues that are placed on the board agenda 
and the basis of decision making, is all set to change. Will the duty 
of care be revisited? Will the Revlon Rules be jettisoned, and the 
board charged with preserving the company, post its sale and not 
just selling it to the highest bidder? It’s too early to say but change 
you can expect. 
 

It is probably just a coincidence, but still noteworthy, that just 
around the time the Business Roundtable first painted 
shareholders sitting at the high table, the UN adopted its Millennial 
Development Goals, which in 2015 gave way to Sustainable 
Development Goals. These asked that the corporate sector walk 
lockstep with governments and broaden their agenda by focussing 
on hunger, health, gender, sustainability and thirteen other goals. 
Clearly, the pressure to redefine the purpose of a corporation 
began almost as soon as it was first enunciated. 
 

http://www.iias.in/SubscriptionDetls.aspx
mailto:solutions@iias.in
http://www.ralphgomory.com/wp-content/uploads/2018/05/Business-Roundtable-1997.pdf
https://opportunity.businessroundtable.org/wp-content/uploads/2019/09/BRT-Statement-on-the-Purpose-of-a-Corporation-with-Signatures-1.pdf
https://www.undp.org/content/undp/en/home/sustainable-development-goals/background/
https://www.undp.org/content/undp/en/home/sustainable-development-goals/background/
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In parallel, capitalism too tried to soften itself around the edge, 
and there was talk of shared value capitalism, conscious 
capitalism, share value capitalism or development with a human 
face.  And with this, the shift to corporates larger role in society. 
 
How might the firms change? Clearly, how they report on their 
activities will change. The thrust towards integrated reporting is 
the first step towards this. And as firms change their time horizon, 
investors need to do so too They will need shift focus away from 
quarterly results, but the need to look beyond numbers is critical 
for the long-term. Finally, regulations need to recognize this 
change. Interestingly, the Companies Act 2013 spoke of a 
stakeholder engagement committee, rather than a shareholder 
grievance committee, but the committee is floundering to find a 
meaningful role for itself. 
  
This shift from shareholder to stakeholder is easier said than done. 
A recent survey by Stanford Business School of the CEOs and CFOs 
of S&P 1500 companies, finds just 5% saying that stakeholders are 

https://www.gsb.stanford.edu/sites/gsb/files/publication-pdf/survey-shareholder-versus-stakeholder-interests-2019.pdf
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more important than shareholders. The rest believe shareholder 
interests are significantly more important (23%), only slightly more 
(32%), or equally important (40%). Opinion was even divided on 
who or what the company needs to focus on – community, 
employees, trade unions etc.  
 
This last is an area where one of the few criticisms has come from. 
The powerful US based Council of Institutional Investors has said 
that accountability to everyone means accountability to no one. 
Cynically one can argue that this clamour is because hitting 
financial numbers is far more difficult than replacing plastic bottles 
with glass ones. This is what will trouble academia – maximizing 
many functions rarely has an elegant solution; something needs to 
be prioritized. And if its not profit, then CEO’s will game the system.   
 
Repurposing is not about variables. It is a recognition that the role 
of the corporation is more than just about sustainable production 
- ensuring that the area around the factory has emissions well 
within standards, water is cleaned before it is discharged, raw 
materials used are biodegradable. That suppliers and employees 
are respected and rightfully rewarded. It is about companies 
taking into account the social order in which they operate.     

  
A modified version of this comment appeared in Business Standard on 25 Oct 
2019, under the title “Corporates 2.0: Profit with a purpose”  

https://www.cii.org/aug19_brt_response
https://www.business-standard.com/article/opinion/corporates-2-0-profit-with-a-purpose-119102401784_1.html
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Disclaimer 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The information contained herein is solely 
from publicly available data, but we do not represent that it is accurate or complete and it should not be relied on as such. IiAS shall not be 
in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this 
report. This document is provided for assistance only and is not intended to be and must not be taken as the basis for any voting or investment 
decision. The user assumes the entire risk of any use made of this information. Each recipient of this document should make such 
investigation as it deems necessary to arrive at an independent evaluation of the individual resolutions referred to in this document (including 
the merits and risks involved). The discussions or views expressed may not be suitable for all investors. The information given in this 
document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. 
This information is subject to change without any prior notice. IiAS reserves the right to make modifications and alterations to this statement 
as may be required from time to time. However, IiAS is under no obligation to update or keep the information current. Nevertheless, IiAS is 
committed to providing independent and transparent recommendation to its client and would be happy to provide any information in 
response to specific client queries. Neither IiAS nor any of its affiliates, group companies, directors, employees, agents or representatives 
shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or 
in connection with the use of the information. The disclosures of interest statements incorporated in this document are provided solely to 
enhance the transparency and should not be treated as endorsement of the views expressed in the report. 
 
Confidentiality 
This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced 
or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. 
This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any 
locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or 
which would subject IiAS to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain 
jurisdictions may be restricted by law, and persons in whose possession this document comes, should inform themselves about and observe, 
any such restrictions. The information provided in these reports remains, unless otherwise stated, the copyright of IiAS. All layout, design, 
original artwork, concepts and other Intellectual Properties, remains the property and copyright of IiAS and may not be used in any form or 
for any purpose whatsoever by any party without the express written permission of the copyright holders. 
 
IiAS Voting Guidelines 
IiAS' voting recommendations are based on a set of guiding principles, which incorporate the basic tenets of the legal framework along with 
the best practices followed by some of the better governed companies. These policies clearly list out the rationale and evaluation parameters 
which are taken into consideration while finalizing the recommendations. The detailed IiAS Voting Guidelines are available at our website. 
The draft report prepared by the analyst is referred to an internal Review and Oversight Committee (ROC), which is responsible for ensuring 
consistency in voting recommendations, alignment of recommendations to the IiAS’ voting criteria and setting and maintaining quality 
standards of IiAS’ proxy reports. Details regarding the functioning and composition of the ROC committee are available at 
https://www.iiasadvisory.com/about. In undertaking its activities, IiAS relies on information available in the public domain i.e. information 
that is available to public shareholders. However, in order to provide a more meaningful analysis, IiAS, generally seeks clarifications from the 
subject company. IiAS reserves the right to share the information provided by the subject company in its reports. Further details on IiAS policy 
on communication with subject companies are available at https://www.iiasadvisory.com/about. 
 
Analyst Certification 
The research analyst(s) for this report certify/ies that no part of his/her/their compensation was, is or will be, directly or indirectly related to 
specific recommendations or views expressed in this report. IiAS’ internal policies and control procedures governing the dealing and trading 
in securities by employees are available at https://www.iiasadvisory.com/about. 
 
Conflict Management 
IiAS and its research analysts may hold a nominal number of shares in the companies that IiAS covers (including the subject company), as on 
the date of this report. A list of IiAS’ shareholding in companies is available at https://www.iiasadvisory.com/about.  
 
However, IiAS, the research analyst(s) responsible for this report, and their associates or relatives, do not have actual/beneficial ownership 
of one per cent. or more securities of the subject company, at the end of the month immediately preceding the date of publication of this 
report. A list of shareholders of IiAS as of the date of this report is available at https://www.iiasadvisory.com/about. However, the preparation 
of this report is monitored by an internal Review and Oversight Committee (ROC) of IiAS and is not subject to the control of any company to 
which such report may relate and which may be a shareholder of IiAS. 

 

https://www.iiasadvisory.com/voting-guidelines
https://www.iiasadvisory.com/about
https://www.iiasadvisory.com/about
https://www.iiasadvisory.com/about
https://www.iiasadvisory.com/about
https://www.iiasadvisory.com/about
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Other Disclosures 
IiAS is a SEBI registered research entity (proxy advisor registration number: INH000000024) dedicated to providing participants in the Indian 
market with independent opinions, research and data on corporate governance issues as well as voting recommendations on shareholder 
resolutions of about 750 listed Indian companies (https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting 
advisory reports, standardized services under the Indian Corporate Governance Scorecard, and databases (www.iiasadrian.com and 
www.iiascompayre.com). There are no significant or material orders passed against the company by any of the Regulators or 
Courts/Tribunals.  
 
IiAS further confirms that, save as otherwise set out above or disclosed on IiAS’ website (www.iias.in):   
• IiAS, the research analyst(s) responsible for this report, and their associates or relatives, do not have any financial interest in the subject 

company. 
• IiAS, the research analyst(s) responsible for this report, and their associates or relatives, do not have any other material conflict of interest 

at the time of publication of this report. 
• None of IiAS, the research analyst(s) responsible for this report, and their associates or relatives, have received any compensation from 

the subject company or any third party in the past 12 months in connection with the provision of services of products (including 
investment banking or merchant banking or brokerage services or any other products and services), or managed or co-managed public 
offering of securities of the subject company.  

• The research analyst(s) responsible for this report has not served as an officer, director or employee of the subject company in the past 
twelve months. 

• None of IiAS or the research analyst(s) responsible for this report have been engaged in market making activity for the subject company. 
 
Disclosures relating to the subject companies  
IiAS as a proxy advisor provides various services including publishing reports on corporate governance and related matters. The subject 
companies have subscribed to IiAS’ services and IiAS has received remuneration from the subject companies in the past twelve months. 
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About IiAS  
Institutional Investor Advisory Services India Limited (IiAS) is an advisory 
firm, dedicated to providing participants in the Indian market with 
independent opinion, research and data on corporate governance issues as 
well as voting recommendations on shareholder resolutions for over 800 
companies. IiAS provides bespoke research, valuation advisory services and 
assists institutions in their engagement with company managements and 
their boards.  

 
In addition to voting advisory, IiAS offers two cloud based solutions -  IiAS 
ADRIAN, and comPAYre. IiAS ADRIAN captures shareholder meetings and 
voting data and provides packaged data that can be used to gain insights on 
how investors view specific issues and gain greater predictability regarding 
how they might vote. comPAYre provides users access to remuneration data 
for executive directors across S&P BSE 500 companies over a five-year 
period.  
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