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So, our conclusion
• Conflation

• Climate change is an externality
• Environmental degradation is an 

externality
• Whether long-term or short-term

• Poor use of buyback evidence (Jesse)
• Poor use of overall evidence: no more 

than mixed
• Poor planning on purported cures 

(Holger)
• Hence, EU, be cautious! Do not rely 

on the EY report
Source: Slides Marc Roe



https://ec.europa.eu/info/events/conference-sustainable-corporate-governance-2019-jan-24_en

Academic input



ESA’s 2019 advice

“Under the Action Plan ‘Financing Sustainable Growth’, in the beginning of 2019 the European Commission (Commission) invited the three 
European Supervisory Authorities (ESAs) to each develop a report presenting evidence and possible advice on potential undue short-
termism. In its call for advice (see Annex I), the Commission asked the three ESAs to investigate potential sources of undue short-termism 
on corporations from the financial sector and provide advice on areas which regulators should address.”

18 Dec 2019 18 Dec 201918 Dec 2019



8

“Let the jury 
consider their 
verdict,” the 
King said, for 
about the 
twentieth time 
that day.

“No, no!” said 
the Queen. 
“Sentence first 
– verdict 
afterwards!”

Source: Alex Edmans 
Slides



Center for Corporate Governance

The EY Report is History

• But the policy agenda is here to stay
and moving forward at full speed

• Legislation next year is likely
• ”The Commission has stopped listening”
• How can policy be influenced to do as little damage and 

as much good as possible?

https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12548-Sustainable-corporate-governance/F594592

Source: Steen Thomsen Slides

https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12548-Sustainable-corporate-governance/F594592


Source: Paul Davies Slides





Zacharias Sautner’s Short Termism “Map”



Zacharias Sautner’s Summary of Short Termism Evidence



14

1. Short-Term Shareholder Value
n Finance 101: 
n “Maximising shareholder value” / “shareholder 

capitalism” does not mean maximising the short-term 
stock price or short-term profits
n Mixes up horizons (LT vs. ST) with objectives (shareholders 

vs. stakeholders). See Harvard response
n The solution is more shareholder capitalism

n Von Lilienfeld-Toal and Ruenzi (2014): CEO equity incentives 
improve long-term shareholder returns

n Flammer and Bansal (2017): long-term CEO pay improves 
profitability, innovation, and stakeholder value

n Edmans et al. (2017), Ladika and Sautner (2020): short-term 
incentives lead to investment cuts

Source: Alex Edmans 
Slides



Source: Per Stromberg Slides



Policy ObjectivesCorporate Governance Debates

1. Short-Termism
2. Stakeholder Capitalism
3. Managerial Capitalism
4. “Enlightened” Shareholder Value

- ETS and Carbon Tax
5. Responsible Investment
6. Responsible Banking
7. Corporate Purpose
8. Integrated Reporting
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