
THE SHAREHOLDER COMMONS DRAFT - NOT FOR DISTRIBUTION 

 

THE SHAREHOLDER COMMONS SUPPORTS SHAREHOLDER PROPOSALS  

TO MOVE BEYOND THE BUSINESS CASE 

 

 

 The Shareholder Commons seeks to refocus our capital markets on the interests that investors 

hold in common with one another and with other citizens. These common interests range from overall 

stock market performance to the quality of life on our planet and the durability of our civilization, and far 

outweigh the interests that investors have in the relative financial performance of individual companies. 

This is true even if we limit the analysis to portfolio performance, as 80%+ of the return on equities 

derives from overall market performance. 

  In light of recent regulatory and market developments suggesting that individual company profits 

are the only marker of business success, it is important to raise the visibility of this issue through 

shareholder proposals that focus on external costs. Proposals that require boards and asset managers to 

address this issue will help the market to move beyond the cramped company business case for ESG and 

towards the recognition that investors have both the means and the responsibility to protect critical 

systems that their beneficiaries depend upon. This responsibility means insisting that companies seek 

profit only from innovation and efficiency, rather than the depletion of common resources and the 

exploitation of vulnerable communities. 

 While proposals that address external costs may be excluded or defeated in 2021, bringing them 

will force companies to take positions on externalizing costs that can be used to make “the case against 

the business case” over time. Additionally, if included on the ballot, they will force asset managers to take 

a position on the critical question of externalities, which they have avoided to date by focusing on the 

“win-win” of ESG integration.  This will set the stage for additional action in subsequent proxy seasons 

and for making the public case for laws and regulations that grapple with the investor conundrum of 

externalities and the business case, which are also core initiatives pursued by TSC. 

 This effort could play a critical role in forcing companies to own up to the true cost of their 

operations.  It could identify which investment managers are actually interested in ensuring responsible 

company behavior, rather than wanting to put their heads in the sand or hide behind corporate 

greenwashing. 

Below are several concepts for proposals, as well as brief explanations of the general rationale, 

where proponents can find support, and legal arguments for inclusion. While these are conceptualized as 

stand-alone proposals, it should also be noted that the cost of externalities to diversified shareholders can 

be used to support many existing proposals. 

Diversified investors thus have a strong pecuniary interest in protecting critical 

economic, social and environmental systems from harms caused when individual 

companies externalize costs in order to generate profit, as these costs can far 

outweigh the benefits from a portfolio perspective. Institutional investors thus have 

a responsibility to limit extractive behavior in order to protect returns to their 

beneficiaries.  



THE SHAREHOLDER COMMONS DRAFT - NOT FOR DISTRIBUTION 

Proposals 

1. Generalized externalities study: costs. Request that a board commission a study to explore the 

magnitude of the material social and environmental costs that a corporation is externalizing. 

 

2. Generalized externalities study: sustainability. Request that a company determine whether its 

activities are sustainable on an “if everyone did this” metric. This is especially amenable to 

companies that continue to contribute to trade groups that lobby against standards.  Has the 

company calculated what success means for society and the planet? 

 

3. Specific externality study: costs. Request that a company study the material social and 

environmental costs of a specific practice (e.g., pipeline lending for a bank; publishing anti-

vax material for a social media company; advertising sugary foods to children for a food 

company).  

 

4. Specific externalities study: sustainability. Request that a company determine whether a 

specific practice is sustainable on an “if everyone did this” metric. For example, are they on a 

science-based target for a warming scenario that limits human and economic costs? If they do 

not pay living wages throughout supply chain, what is the cost to the economy over time of 

massive impoverishment? Again, this proposal may be especially cogent with respect to 

lobbying. 

 

5. Public benefit conversion. Propose that a company that signed onto the BRT statement or has 

otherwise indicated that it is “stakeholder” oriented study/consider conversion to a public 

benefit corporation (or similar entity if not a Delaware corporation). 

 

Rationales 

o Diversified shareholder case. A large majority of company shareholders are diversified, and 

suffer from the cost of externalities, and have a clear interest in understanding and reducing 

them. Shareholder votes with respect to the directors will be uninformed for so long as these 

costs remain hidden.  These shareholders also would have a significant interest in conversion 

to benefit corporation governance.  

 

o Consistency. Under Delaware law, shareholders come before stakeholders, so when the two 

interests diverge, shareholders win, even if a company is achieving shareholder value by 

externalizing costs or taking advantage of vulnerable populations.  Thus, for a company that 

is using stakeholder language, they need to make a legal change or at least understand where 

the divergences are. This is important for shareholders to understand what a corporation 

means when it expresses support for stakeholder interests. 

 

o Business case plus. Without a full understanding of these costs, the company is unlikely to 

understand the full risk it runs of regulations that undermine its business model, loss of its 

social license, and rejection by investors. Each of these stakeholders (regulators, society, and 

investors) have interests far beyond those of the company and its financial return, meaning 

that understanding these costs is critical to managing vital stakeholder relationships.  These 

costs may catch up with the company as regulators and legislators recognize the issue and as 
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its reputation suffers, causing loss of customers, workers and other stakeholders. NB: This is 

really just the business case, expanded as far as possible, but from an informational 

perspective, it may also serve those shareholders interested in broad social and environmental 

costs. 

 

Support 

 

o The Schroder’s study, attributing 55% of the $4.1 trillion in profits of listed companies in 

2018 to external costs supports the need for this data. If the company signed the BRT or has 

otherwise promoted stakeholder values, this data is needed to make sure it is looking after 

stakeholder interests.  Specific data assigning economic costs to social and environmental 

damage (e.g., IPCC report). 

 

o Theodora case (approving charitable gift because it helped justify “large private holdings, 

thereby benefiting plaintiff [shareholder] in the long run.”) 

 

o Benefit conversion has been proposed in Harvard Business Review by the former Chief 

Justice of the Delaware Supreme Court and a professor from Oxford’s Said Business School 

and in a recent article by Jeffrey Sachs of Columbia University in the Financial Times.  The 

most financially successful IPO of 2020 (as of August) was a PBC.  Delaware recently 

reduced the voting requirement to a majority. 

 

Legality 

o Precatory 

 

o The proposals do not seek intricate detail or impose a specific strategy, method, action, 

outcome or timeline. 

 

o Important policy issues. 

 

o Mitigation and mere disclosure do not constitute substantial compliance, because the key 

metric must be an attempt to calculate costs or understand sustainability in full context. 

  

 

Next Steps 

 

Contact us if you want to discuss pushing forward a proposal addressing external costs.   

 

Register here if you would like to receive periodic updates on the effort. 
 

mailto:info@theshareholdercommons.com
https://forms.aweber.com/form/85/626412985.htm

