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Reflections from the Roundtable 

The third roundtable in the Aspen Institute’s academic-practitioner series, Rethinking 

“Shareholder Value” and the Purpose(s) of the Corporation, focused on how the risks and rewards of 

corporate activity are distributed in society today and what this suggests for how we conceive of 

corporate purpose.  The dialogue was rooted in an appreciation for the important role business 

corporations have played in enhancing the well-being of society over the past 150 years, and 

concerns that our current conception of corporate purpose is driving behaviors that are eroding 

public trust.  

The financial crisis of 2008 vividly demonstrated the limitations of our current models for 

understanding risk in its various forms.  Even that which we presumed to understand well — 

financial risk — has proven to be more complicated than was appreciated just a few years ago.  

“Risk is a probability statement of loss,” said one participant.  He added, “Unfortunately, we are bad 

at establishing probabilities very far into the future.”   Even more concerning to participants were 

forms of risk that are left out of many financial models altogether: non-financial risk (“not yet 

financial risk” in the words of one participant), systemic risk, and uncertainty (the “unknown 

unknowns”).  Participants expressed deep concern over the narrow conception of risk that still 

permeates finance and our reliance on stock price to value risk, despite growing evidence of its 

limitations.   

Externalities from corporate activity also impose risk on society. While limited liability protects 

shareholders from the downside of their risk-taking, society has no such protection.  “I would have 

no problem with maximizing shareholder value if corporations had to internalize all of their costs,” 

offered one participant. To the contrary, the view today that corporations are legally required to 

maximize shareholder wealth encourages corporations to externalize all possible costs in order to 



maximize earnings and share price. Participants widely felt this represents an impoverished 

conception of good management.    

Societies have long worked to balance the benefits of economic efficiency against the risks borne by 

society when corporations appear to have amassed too much power.  (“Big can be efficient, but big 

can also be too powerful.”)  Economic agency-based notions of corporate purpose offer little insight 

into developments such as progressive era anti-trust laws that reshaped corporations, in part for 

non-economic reasons that represented the interests of society as a whole.  Corporations may be 

thought of, therefore, as more than just economic entities that harness self-interest; they are also 

organizations that produce substantial non-financial risks and rewards for society. Our conceptions 

of corporations would benefit greatly from a fuller account for both the economic and political 

impacts of corporations in order to more fully understand corporations as they are.   

Participants also expressed concern that certain externalities such as carbon emissions are not 

contained by borders.  Problems like these “can’t be solved by government alone…these are 

fundamental civilizational problems.”  The global financial system is similarly vulnerable to 

borderless externalities such as systemic risk.  Borderless externalities loom large today: they 

challenge our current models for measuring and valuing risk and our traditional notion that 

government should be solely responsible to mitigate the risks of externalities through regulation.   

Who bears risk and to what degree are questions that go directly to our collective 

conceptions of corporate purpose.  It is widely accepted that duties are owed to those bearing 

substantial risk from corporate activity.  A participant reflected: “[many corporate leaders] would say 

that they receive [limited liability] and what society receives in exchange is risk-taking that benefits 

society.”  As our understanding of risk evolves, risk-bearing constituencies other than shareholders 

may have legitimate claims for greater attention.   Another participant suggested that the discussion 

of risk is so rich that perhaps our time would be better spent reconceiving risk rather than 

reconceiving purpose. 

Trust and confidence in the financial system are at historic lows in the US.1  Many participants felt 

that this reflects a sense that the capital markets are no longer generating, in the words of one 

participant, “a positive-sum return for society.”  Rather, there is a sense among the population at 

large that the financial system is simply functioning for its own benefit.   

One remedy frequently offered is increasing shareholder power in the corporation.  But share 

ownership is now highly concentrated among large institutional investors (BlackRock is the largest 

shareholder in 20% of US corporations).2  In the US, the top 10% of earners now own 81% of the 

stock.3  For many roundtable participants, this concentration of stock ownership and the associated 

http://edelmaneditions.com/2012/01/trust-barometer-2012/


concentration of power in the capital markets calls into question whether increasing shareholder 

power will encourage better distribution of the rewards of corporate activity more fairly across 

society.  One participant argued that shareholders are the corporate constituency that most prefers 

risk, and therefore are most likely to encourage risk-taking and externalizing costs onto society.   

Participants also expressed concern that intermediaries throughout the investment chain are not 

governed by well-defined legal duties to savers.  In the absence of defined fiduciary duties to the 

providers of capital (e.g. savers for retirement), institutional investors typically incentivize fund 

managers and analysts for short-term performance that can be detrimental to the overall financial 

system and to long-term savers.4  This suggests that the system’s design benefits the intermediaries 

— investment firms, fund managers and finance professionals — rather than the providers of 

capital.  Meanwhile, private equity and hedge funds, which primarily serve the already wealthy, 

operate under a different regulatory environment than the public markets, further eroding 

confidence in the financial system and its ability to serve the interests of society at large.    

The distance between providers of capital and corporations makes it virtually impossible for 

corporations to assess the actual interests of their diverse shareholders.  Participants felt that this 

feature of our current system greatly undermines the notion that corporations can (let alone should) 

be run solely in the interests of their shareholders.  However, the fact remains that most tools of 

business today are designed to focus companies on shareholder interests.  One participant pointed 

out that in order for corporate leaders to pursue purposes besides shareholder wealth maximization, 

they need the right tools to make the pursuit of their revised purpose easier to measure and describe.   

Participants spent some time discussing various tools of business that have been designed to focus 

companies on increasing share price including management frameworks, financial models, and 

performance metrics.  Over time, accounting rules, reporting and disclosure requirements, regulatory 

frameworks, and the corporate tax code have also been used as tools to shape the context in which 

business operates and focus corporate management on creating shareholder value.   All of these 

tools could be revisited to channel the capacities of corporations towards creating positive-sum 

value for society and new tools should come to the fore.    

This roundtable yielded a variety of suggestions to better align the risks and rewards of corporate 

activity the well-being of society.  Several potential pathways to solutions that caught our attention 

are listed below.   

- Rethink and broaden our conceptions of risk and uncertainty. 

http://www.aspeninstitute.org/policy-work/business-society/corporate-programs/cvsg/public-policy


- Encourage the purpose of the corporation to be determined at the firm-level, not imposed in a 

one-size-fits-all manner by law. 

- Require disclosure in the private markets to be on par with transparency required in the public 

markets. 

- Change corporate law to include explicit provisions for the benefit of employees, consumers, 

communities and society. 

- Clearly define fiduciary duties of intermediaries throughout the investment chain to focus on 

serving the interests of savers and asset owners. 

- Encourage greater competition and limit the power of individual firms that become so large as to 

become dangerous to the wider system. 

- Evolve accounting rules towards a clearer definition of positive-sum value creation. 

- Mandate companies to internalize costs of their externalities (e.g., price carbon and other 

greenhouse gas emissions); modify accounting systems to account for natural resource stocks. 

- Re-design “tools” (compensation and incentive systems, problem-solving frameworks, metrics, and 

valuation models) focused on positive-sum business activity.   

- Consider what degree of limited liability for business activity best contributes to the public good. 

- In our business and law schools, emphasize anew fairness and distribution questions, and de-

emphasize efficiency questions. 

 

 

 

 

 

 

 

 

 

 

 

 



Appendix: Participant List* 

Franklin Allen, Professor, The Wharton School, University of Pennsylvania 

William Bratton, Deputy Dean and Professor, University of Pennsylvania Law School 

Christopher Bruner, Associate Professor, Washington and Lee University School of Law 

Robert Bruner, Dean and Professor, Darden School of Business, University of Virginia 

Marcel Bucsescu, Manager, Governance Center, The Conference Board 

Howard Cohen, Howard A. Cohen, Inc. 

Gerald Davis, Professor, University of Michigan 

Thomas Donaldson, Professor, The Wharton School, University of Pennsylvania + 

Sheila Duran, Senior Director, Kellogg Private Public Initiative, Kellogg School of Management, 

Northwestern University 

Jill Fisch, Professor and Co-Director, Institute for Law and Economics, University of Pennsylvania 

Law School 

Daniel Green, Program Officer, Freedom and Free Enterprise, John Templeton Foundation 

Robert Hagstrom, Chief Investment Strategist and Managing Director for Legg Mason Investment 

Counsel 

Jim Hawley, Professor, St. Mary’s College of California School of Economics and Business  

Witold Henisz, Professor, The Wharton School, University of Pennsylvania 

Consuelo Hitchcock, Principal—Regulatory and Public Policy, Deloitte LLP  

Nien- hê Hsieh, Associate Professor, The Wharton School, University of Pennsylvania 

Ken Kring, Managing Director, Korn Ferry 

Roger Martin, Dean, Rotman School of Management, University of Toronto 

Anita McGahan, Associate Dean, Rotman School of Management, University of Toronto 

Eric Orts, Professor, The Wharton School, University of Pennsylvania + 

Miguel Padró, Project Manager, Aspen Institute Business & Society Program  

Nicola Persico, Professor, Kellogg School of Management, Northwestern University 

Claire Preisser, Senior Program Manager, Aspen Institute Business & Society Program 

Judith Samuelson, Executive Director, Aspen Institute Business & Society Program 

Lynn Stout, Professor, Cornell University Law School  

Mark Underberg, Distinguished Practitioner in Residence, Cornell University Law School 

Cynthia Williams, Professor, University of Illinois College of Law 

Ana Zacapa, Principal, Portfolio Team, Skoll Foundation 

Luigi Zingales, Professor, Booth School of Business, The University of Chicago 

 

OBSERVERS: Paige Reidy and Gabrielle Sena, Aspen Institute Business & Society Program  

 

* This meeting took place just days after Hurricane Sandy hit the East Coast.  Several planned attendees (not listed) 

were unable to travel due to disruptions caused by the storm. Special thanks to all who attended despite the notable 

challenges. 

+ denotes our hosts and co-sponsors at Wharton 


