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2 Redefining directors’ duties in the EU to promote long-termism and sustainability

The purpose of this paper is to explore ways to 
enhance director duties and corporate governance 
by explicitly incorporating sustainability factors 
into those duties and focusing directors’ attentions 
on the long-term. 

This paper comes as a direct response to the 
recommendations set out in of the EU High Level 
Expert Group on Sustainable Finance’s paper 
‘Financing a sustainable European economy’ (the 
HLEG Paper), and the European Commission’s Action 
Plan: Financing Sustainable Growth (Action Plan).1

In the context of conflicting public policy rhetoric that 
promotes both shareholder primacy and corporate 
social responsibility, we consider how directors’ 
duties could be clarified at an EU level to contribute 
to the objectives of the European Commission’s 
Action Plan to transform Europe’s economy into 
a sustainable system, to manage financial risks 
stemming from environmental and social issues, and 
foster transparency and long-termism in financial 
and economic activity. We also discuss wider aspects 
of corporate reform that are relevant to these aims. 

This paper is divided into three substantive sections, 
each addressing different aspects of the relationship 
between directors’ duties and sustainability. 

In the first substantive section (Section B), 
the paper considers the duty to act in and promote 
the interests of the company and recommends that 
the EU and its member states clarify in law and in 
the accompanying guidance that:

1. The primary beneficiary of directors’ duties 
is the company (rather than shareholders or 
other stakeholders). Directors’ duties are, in all 
jurisdictions, owed to the company, rather than 
to its shareholders or any other third parties. This 
point is often lost when language is used loosely. 
Whilst shareholders may, by virtue of their rights 
in relation to the company, benefit from direc-
tors discharging their duties to the company, 
they are not themselves the beneficiaries of 
the duties, and can only exceptionally enforce 
them on behalf of the company.  Therefore, we 
recommend that the legislation should clarify 
that the company, as a legal entity, rather than 
shareholders or other stakeholders, is the ben-
eficiary of directors’ duties, and has exclusive 
right to enforce them. Guidance should make 
clear that the company’s activities impact a wide 
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range of stakeholders (including shareholders) 
and societal interests (such as the environment). 
Directors’ duties will indirectly benefit these 
stakeholders and interests in varying degrees at 
different times, but none of them should take 
precedence over the interests of the company, 
which is the touchstone of directors’ duties.  

2. The primary interest of the company is to 
survive in the long-term in order to achieve the 
purpose for which it was incorporated, taking 
into consideration the economic, social and 
environmental issues to which its activities 
give rise. Shareholder value should not be 
prioritized over such considerations and direc-
tors do not have a duty in any jurisdiction to 
maximise shareholder value. Instead, directors 
should give parity to all material stakeholders 
and issues that are important for the long term 
health of the company. The long-term interests 
of the company are expressly referred to in a 
number of jurisdictions, but the interpretation of 
those interests is often confused by assumptions 
about shareholder primacy. On the other hand, 
attempts to broaden the interests of the com-
pany to take account of interests beyond those of 
the shareholders have generally failed to provide 
sufficient clarity. Efforts to describe the drivers 
of long-term corporate success are more likely to 
be fruitful. Clarifying that a company’s interest is 
to sustain itself for its own benefit (rather than, 
for example, the benefit of shareholders), and 
that this requires embracing sustainability issues 
critical to the business of the company, will also 
further assist in implementing Recommendation 
1 above. 

In the paper’s second substantive section 
(Section C), it considers how directors’ duties 
could be developed to promote the long-term 
success of the company whilst minimising social 
and environmental impacts. It recommends the 
introduction of new directors’ duties with respect 
to two aspects of sustainability: 

3. A duty to identify and mitigate long-term 
economic, social and environmental risks to 
the company’s interests. In order to act in the 
interests of the company, directors are expected 
to consider and identify the long-term risks 
to a company’s interests and to take steps to 
mitigate them. In practice, this analysis is often 
limited to short-term financial risks. Therefore 
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it is desirable for the law to more explicitly re-
quire directors to identify and mitigate all of the 
economic, social, and environmental factors that 
materially affect the long-term prospects of a 
company and the attainment of its specific social 
objectives. This analysis and mitigation should 
be published in a suitable integrated reporting 
format. The legislation (and/or the legislative 
guidance) should specify salient material risks 
for key industries  to ensure that an appropriate 
baseline has been established and these material 
risks should be aligned with the sustainability 
taxonomy being developed by the European 
Commission. Directors should be required, under 
the legislation, to identify additional material 
risks to the company, taking into account the 
specific nature of the company. The focus of the 
duty would be internal (i.e. risks to the company) 
rather than external (impacts on stakeholders). 
A more externally focused duty is considered in 
Recommendation 4 below.  

4. A duty to act within the planetary boundaries 
and social foundations, supported by a legal 
requirement for directors to carry out ongoing 
human rights and environmental due diligence 
in relation to a company’s operations (including 
its supply chains) and to develop a strategy to 
mitigate any such impacts. Recommendation 
3 does not require directors to consider the 
impacts of the company on external resources if 
these impacts do not directly affect the longevity 
of the company or its unique social objectives. 
Such considerations will be necessary because 
directors may adopt a strategy of the company 
directly benefiting from its contribution to 
systemic risk in the short term, whilst seeking 
to avoid the impact on its own business in the 
longer-term. This approach does not support 
the European Commission’s aim to develop a 
sustainable economic system. Climate change 
represents a typical example of this tragedy 
of the commons. Whilst it could be argued 
that these systemic issues will, at some point, 
impact on the longevity of the company (and 
so be addressed under Recommendation 3), the 
risk may be too remote to calculate as material 
at this particular point in time. To address this 
problem, directors should be required to operate 
the company in a way that does not collide 
with planetary boundaries or undermine social 
foundations. This legislation should define 
planetary boundaries and social foundations 

to the maximum extent possible, as well as the 
appropriate due diligence requirements, but 
directors should be legally obligated to more 
specifically develop this in the context of the 
company’s specific business model. Further 
work will need to be done to ascertain key 
performance indicators in respect of each of the 
planetary boundaries and social foundations, so 
that companies can report against a consistent 
baseline for the purposes of comparison and 
objectivity. Pressure from investors and civil 
society (assisted by reporting initiatives such as 
climate-related financial disclosures) alone is not 
sufficient: this issue should be raised to the level 
of directors’ duties.

We also recommend that a duty of the company 
(rather than the directors) be introduced, 
which requires the company to identify, 
prevent and mitigate human rights violations 
and significant environmental harm. 

Recommendations 1 to 4 would improve the 
position of shareholders concerned with sus-
tainability who could bring a derivative action on 
behalf of the company (because they would have 
wider grounds on which to do so). However, the 
shareholders bringing the action would still have 
to prove that as a result of directors’ negligence 
or malintention the company suffered financial 
harm or that the directors endangered the com-
pany’s unique social mission, if it had one. 

Given that there are many adverse environmen-
tal or social impacts that do not in themselves 
cause a company measurable financial damage 
(for example, systemic violations of core workers’ 
rights in a company’s supply chain are only likely 
to do so if they become known to the public and 
cause reputational damage), this may not always 
be helpful. To improve the effectiveness of the 
suggestions above, we recommend that as part 
of a larger company law reform project, a duty 
should be imposed on companies to identify, 
prevent, and mitigate human rights violations 
and significant environmental harm, and that 
such duty be owed by the company to the pub-
lic, and particularly those who suffer such harm. 
This recommendation is in line with recent legal 
developments in Europe, particularly in France 
which has introduced a legal requirement for 
companies to carry out such due diligence. 

Executive summary
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Finally, in the paper’s last substantive 
section (Section D), it considers what additional 
company law reforms may be needed in relation to 
commercial, for-profit companies that wish to ex-
pressly set out a specific social purpose to ensure 
that the implementation of such social purpose is 
robust. It recommends that: 

5. It is affirmed that companies can adopt a 
social purpose that either expressly takes 
precedence over their commercial purpose, 
or is to be balanced with that commercial pur-
pose by the directors at their discretion. The 
European Commission’s Reflection Group on 
the Future of EU Company Law has previously 
suggested that regulation could be introduced 
to allow companies to amend their articles of 
association to include a social purpose. Given 
that companies in the majority of European 
jurisdictions are already free to do this, such new 
legislation may cause confusion, with companies 
potentially assuming that an explicit social pur-
pose is exceptional, and that most commercial 
companies would not consider this. Therefore, 
we recommend that the European Commission 
instead affirms that there is nothing in company 
law that prevents companies from adopting a 
social purpose that takes precedence over, or is 
balanced with, a company’s commercial purpose. 
Going further, the Commission should encourage 
all companies to adopt a social purpose and give 
preferential status in law to companies that do 
so (see Recommendation 6).

6. A regulation of social purpose “status” for 
companies be considered.  It is desirable to 
ensure that any expression of a company’s 
specific social purpose has legal force in order 
to guarantee to investors, consumers, employees 
or other stakeholders who become involved 
with such companies that the governance of 
that company is substantially oriented towards 
their social purpose, rather than only paying 
lip service to it. There is also a need to ensure 
that this legal framework does not absolve 
other companies from having to adopt a long-
term focus which takes into account the social 
and environmental impact of their operations. 
We therefore recommend that the European 
Commission considers developing a specific 

‘status’ for mission-led companies that declare 
a social purpose, irrespective of their legal form 
(and whether they be small social enterprises, or 
large publicly traded companies), provided that 
they meet certain criteria which will ensure their 
accountability for actively seeking to achieve 
such purpose.  This criteria could include, for 
example, the expression of a social purpose in 
the articles of association, the establishment of 
an impact committee to monitor compliance with 
the company’s purpose, external verification, 
and transparent reporting. 

Finally, it is worth emphasising that the effectiveness 
of directors’ duties clearly depends on their 
alignment with other essential elements of corporate 
governance which influence directors’ decision 
making. Therefore, any clarification of directors’ 
duties needs to be part of a comprehensive revision 
of the framework for corporate governance and 
sustainable finance. Analysis and recommendations 
for these wider revisions have been set out separately 
in the report ‘Corporate Governance for a Changing 
World’.2

Executive Summary
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Objective
The purpose of this paper is to respond to one particular aspect of the EU High Level Expert Group 
on Sustainable Finance’s paper ‘Financing a sustainable European economy’ (the HLEG Paper)3, which 
recommended that the European Commission “explore ways to enhance director duties and corporate 
governance by explicitly incorporating sustainability”. This recommendation was further developed in 
the European Commission’s Action Plan: Financing Sustainable Growth (Action Plan)4 where it was 
noted that “rules relating to how directors can act in the company’s long-term interest may need to be 
clarified”. 5

In this paper, we consider how directors’ duties could be clarified at an EU level to contribute to the 
objectives of the Action Plan to help to transform Europe’s economy into a sustainable system, to manage 
financial risks stemming from environmental and social issues, and to foster transparency and long-
termism in financial and economic activities.

To do so, we analyse examples from EU member states and other jurisdictions, and the questions that 
might need to be considered in order to apply these to an EU-wide context. In particular, we examine 
the overarching directors’ duty of promoting the company’s interests (closely linked to the company’s 
purpose), as well as additional duties that have been, or could be, developed to respond to long-term 
sustainability concerns. 

Conflict in public policy between shareholder primacy and 
corporate social responsibility

Before starting this analysis, it is worth observing two conflicting trends that contextualise the need to 
reform directors’ duties. 

On the one hand, there is increasing public awareness of the importance of ‘corporate social responsibil-
ity’. Companies are encouraged through investor engagement, campaigns and media to pay attention to 
systemic and long-term governance issues, such as human rights and the environment. This approach 
has been enshrined in a range of soft and hard law legislation and codes, at an international level (includ-
ing the United Nations Guiding Principles on Business and Human Rights6 and the OECD Guidelines for 
Multinational Enterprises7) and at national levels (including the Modern Slavery Act 2015 in the UK8 
and the Devoir de Vigilance legislation in France9), which have all helped to develop a more critical and 
substantial definition of ‘corporate social responsibility’, beyond that of voluntary corporate initiatives 
that are irrelevant to a company’s core business10. Notably, however, we see that a number of the most 
substantive initiatives are soft-law, rather than hard-law, suggesting that the law has not yet caught up 
with social expectations. 

On the other hand, there is an increasing shift towards adopting a shareholder primacy narrative in 
corporate governance (including in the G20/OECD Principles of Corporate Governance11 and the EU 
Shareholder Rights Directive12), in which shareholders’ interests eclipse those of other stakeholders who 
would be affected, for example, by a company’s position in relation to human rights and the environment. 
Interestingly, this trend can also  be observed in jurisdictions where a more pluralist approach is provided 
for in the legislation, suggesting that either the law is not well enough understood or not effectively 
implemented.13 Shareholder primacy is not therefore necessarily rooted in law, but is instead arguably a 
cultural phenomenon.14

This issue is complicated by the proliferation of short termism 
in capital markets. With the average length of shareholding in 
the UK having dropped from six years in the 1950s to six months 
in 2015,15 orientating a company’s interests around shareholders 
(unless there is a single shareholder with a committed long-term 
focus) inevitably leads to a short-term focus, exposing a company 
to long-term systemic risks and declining innovation, and 
rendering it unable to substantively deliver any other purpose 
than maximising shareholder value.16 

Average shareholding in the UK 
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As a consequence, we see increasing reliance on shareholders (particularly those with longer-term invest-
ment horizons such as such as pension funds and sovereign wealth funds) to encourage the integration of 
sustainability and long-termism in companies’ strategies through investor engagement. There are several 
hurdles to cross if investors are to effectively fulfil this role: they have to have capacity to effectively 
engage with all their investee companies; they must be able or willing to accept lower financial returns 
on investment in the short-term; and their influence must outweigh investors with short-term goals.17 An 
additional problem of this strategy is that it encourages companies to focus primarily on those areas of 
concern that are highlighted by the particular shareholders that are engaging with them -whose interests 
may or may not be aligned with the interests of the company-18, rather than by a broad spectrum of 
stakeholders.

Clarifying directors’ duties and the purpose of the corporation 
as a way of resolving this conflict

Whilst there have been attempts to reconcile these two trends (for example in the EU Non-Financial 
Reporting Directive19 or the South African King IV Report on Corporate Governance20), they have the po-
tential to be pitted against each other in a recent proposal from the European Union for the establishment 
of a ‘Capital Markets Union’.21 The proposal envisages small and medium sized enterprises trading their 
shares on capital markets, thus exposing them to short-term motivations, but it simultaneously seeks to 
“promote truly sustainable development from an economic, social and environmental perspective,” with 
an openly long-term approach.22

In order for the Capital Markets Union, the Action Plan and recent proposals in France (the ‘French 
Government Action Plan for the Growth and Transformation of Enterprises’, which we refer to in this 
paper as the French Government Action Plan)23 to reach the objective of promoting long-termism and 
sustainability, this conflict will need to be addressed. One tool for doing so will be the reform of directors’ 
duties to provide clarity and consistency across jurisdictions in the EU. 

Surya Deva24 has noted that reforming directors’ duties plays a role in removing the “...pressures that com-
pany law creates on corporate managers to pursue the goal of profit maximisation with total disregard for 
the interests of stakeholders other than shareholders.”25 He has suggested that there are, in company law, 
four models for obtaining long-term value for companies: 

 → through directors’ duties (as in the UK and Australia); 

 → through amending a company’s purpose (as in China and South Africa); 

 → through stakeholder involvement on the board (as in India, South Africa and a number of European 
countries); 

 → and through reporting and disclosure (as pursued in the UK through the ‘Strategic Report’ and at an 
EU level, with the recent Non-Financial Reporting Directive)26. 

Deva argues that a combination of these models within one jurisdiction may be most effective. In our view, 
clarifying a company’s purpose, and its relationship with the interests of its stakeholders (one of which 
will be its shareholders), is central to any reform of directors duties, as across jurisdictions there is an 
‘overarching’ duty to promote the interests of the company.27 

Clarifying this duty at an EU level will be essential in order to prevent companies from practising jurisdic-
tional arbitrage,28 and to remove the pressure, and possible competitive and financial consequences, from 
any one country that might otherwise decide to do so.29 In addition to providing better protection to direc-
tors, an explicit integration of sustainability factors in directors’ duties would improve the environment 
for investor engagement on a clear basis as well as increasing the accountability of directors to properly 
consider environmental and social issues.

This paper thus focuses its analysis on reforming directors’ duties and clarifying companies’ purposes. 
It does not consider in detail the other two models referred to by Deva (i.e. stakeholder involvement on 
the board or reporting and disclosure), although we acknowledge that these are essential to consider if 
reform is imminent.

Introduction
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The relevance of directors’ duties

The directors of a company are those responsible for implementing the company’s strategy, overseeing its 
operations, and accounting for its performance. There is an expectation that such directors have a range 
of expertise appropriate to their role on the board, including a strong understanding of the sector in which 
their business operates, the management of a company and, increasingly, how a company interacts with 
the society it operates within, both now and in the future. 

Directors’ duties define the parameters of how the directors go about these tasks and exercise their 
expertise. The way that such duties are defined determines how the directors are accountable (i.e. what 
requirements there are for the directors to report on the performance of their duties) and who the 
directors are accountable to (i.e. who the duties are owed to and can be enforced by). 

Appropriately defining such duties is therefore instrumental in clarifying for a director what she is 
accountable for, and how she is to carry out her role, including what factors she is to take into account 
in doing so, and who she is accountable to in the process. Such parameters are often inwardly focused 
on the governance of the company of which the individual is a director. The Guidelines for Directors 
issued by the Hong Kong Institute of Directors, for example, explain that “[companies] can hold property 
but need someone to look after it for them. They have requirements imposed on them by statute and 
therefore need properly designated officers upon whom a duty to ensure their compliance can be imposed 
and they need persons to represent their mind and will.”30 However, such parameters also determine the 
interaction of a company outwards, with society, including factors such as the environment and human 
rights, as the concept of ‘enlightened shareholder value’ in the UK suggests (albeit to a limited extent as 
we will explain below). Appropriately defining directors’ duties is therefore critical to ensuring that the 
internal governance of a company is appropriate for the use and protection of external resources, and 
consequently for the protection of the company against long-term systemic risks.31

Areas outside the scope of this paper 

The subject of directors duties is very broad, with the potential to link to a number of other areas of 
law. As explained above, we focus on the overarching duties of directors to promote the interests of the 
company, and additional, specific duties that could be introduced to  promote long-term sustainability. To 
consider this in significant detail, this paper does not consider other duties that already exist but that are 
not expressly relevant to long-termism, such as conflicts of interests.

The paper considers the duties as they are applicable in a solvent situation, but acknowledges the role 
that insolvency plays in disrupting the position, in some jurisdictions, as to who benefits from the com-
pany’s interests. 

Similarly, as the focus of this paper is on directors’ duties themselves, rather than the structure of the 
board more generally, this paper does not consider how directors’ duties would vary, if at all, across one 
and two tier board structures or what role each of those plays in implementing and taking responsibility 
for the duties. It also does not consider in any detail the range of expertise that could or should be 
required of directors in order to fulfil their duties, such as carbon management, resource efficiency or hu-
man rights. Whilst these matters are all highly relevant to promoting long-term sustainability and should 
be considered alongside any reform of directors duties, this paper takes a more focused approach on the 
legal structure of the duties themselves and what form they could take. 

Finally, it is important to note that the effectiveness of directors’ duties depends on their alignment with 
other essential elements of corporate governance which influence directors’ decision making. Therefore 
clarification of directors’ duties needs to be considered as part of a comprehensive revision of the 
framework for corporate governance and sustainable finance, which includes: embedding and protecting 
the purpose of the corporation; reforming investors’ fiduciary duties; implementing sustainability and 
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integrated reporting and accounting standards; effective functioning of the board; aligning incentive 
structures for directors with a long-term perspective; meaningful engagement of stakeholders in corpo-
rate governance; and encouraging and empowering long-term and sustainable investment. Analysis of 
these issues, and detailed recommendations, is available separately in the Corporate Governance for a 
Changing World report.32

Overview

In the first substantive section (Section B), this paper considers the duty to act in the interests of the 
company. In particular, it considers who directors’ duties are owed to and who benefits from them 
(which is relevant to all of the duties we consider in this paper), and what the interests of the company 
are. 

In the second substantive section (Section C), it considers what other duties could be adopted to more 
effectively promote the success of the company in the long-term and to protect society’s interests, paying 
particular attention to specific sustainability concerns. 

In the final section before concluding (Section D), the paper considers other reforms in company law in 
relation to the social purpose of the company that could be introduced, or considered, as part of wider 
company law reform to promote long-term sustainability. 

Introduction





Section B                   
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Introduction

In jurisdictions where specific duties are imposed on directors, it has been acknowledged that a ‘core’ duty 
is to promote and protect the interests of the company, which is often expressed as a duty of care or duty 
of loyalty.33 Whilst this approach is reasonably consistent, the interpretation of the term ‘interests of the 
company’ is not. This inconsistency is linked to confusion over: (i) who the primary beneficiary of the duty 
is; and ii) what the interests of the company are considered to be.

We consider each of these issues in turn below, including some proposals for how the ambiguity could be 
dealt with, and some questions that will need to be considered before reforming this aspect of directors’ 
duties in order to promote long-termism and sustainability. 

i) Who are directors’ duties owed to? 

Directors’ duties are, in all jurisdictions, owed to the company, rather than its shareholders or any other 
third parties.34 This point is, however, often lost when language is used loosely. Whilst shareholders may 
by virtue of their rights in relation to the company, benefit from directors discharging their duties to the 
company, they are not themselves the beneficiaries of the duties, and can only exceptionally enforce them 
on behalf of the company.

Some jurisdictions, however, suggest that directors’ duties are, at least in part, owed to, or for the benefit 
of, shareholders or, less frequently, other stakeholders. 

In the UK, duties are owed to the company but it is shareholders who are expressly stated to benefit from 
the company’s interests, as a director is required “to act in the way he considers, in good faith would be 
most likely to promote the success of the company for the benefit of its members as a whole.”35 As a 
result, it is not uncommon in the UK for it to be argued that directors’ duties are owed to the shareholders, 
although it has been clarified by the courts that this is not generally the case.36

Interestingly, having acknowledged concerns about how a company is to take into account the effects 
it has on other stakeholders, the UK has adopted an ‘enlightened shareholder value’ approach (as set 
out in section 172 Companies Act 2006). This approach requires a director, when taking any decision, to 
have regard to: the interests of the company’s employees; the need to foster the company’s business 
relationships; and the impact of the company’s operations on the community and the environment.37 

This approach is seen by some as positive for having promoted long-termism and for its requirement that 
directors consider other stakeholders. However, it has been criticised by others for: not giving stakeholders 
sufficient voice;38 not sufficiently promoting human rights;39 and for giving directors “unfettered 
discretion”40 to determine the extent to which they consider the other ‘non-financial’ factors set out in 
the sub-sections to section 172. Perhaps most notably, the interests of the stakeholders are subordinate 
to those of the company’s shareholders meaning that stakeholder interests will only be acted upon where 
there is a shareholder case for doing so.41 This is problematic because, as the HLEG has identified, whereas 
stakeholder interests may materialise in the longer-term, shareholder interests are generally more focused 
on the short-term.42 The arrangement of section 172 thus provides confusing if not counterproductive 
guidance to directors of companies as to how to take account of sustainability, with the effect that, 
in practice, the UK’s legislative shift towards enlightened shareholder value has arguably done little to 
change the existing focus on shareholder primacy.43

In India, this approach has been varied to require directors to act ‘in the best interests of the company, its 
employees, shareholders, the community and for the protection of the environment’.44 This is particularly 
relevant as the provision is otherwise based on section 172 of the Companies Act 2006 in the UK, but 
amended to promote the interests of third parties outside of an ‘enlightened shareholder value’ model. 
Although this example seems to offer benefits (if not least by equalising the interests of shareholders with 
those of other stakeholders), its implementation has led to a much more conservative interpretation, to 
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the extent that it is reportedly deployed in the same way as the enlightened shareholder value approach 
that we see in the UK.45 

Another example of this approach is the Netherlands, where directors are to act in the best interests of 
the company and its enterprise, which includes all relevant stakeholders.46 The Dutch Supreme Court has 
also confirmed that shareholder interests “do not take priority over the interests of other stakeholders.” 
The newly revised Dutch Corporate Governance Code also requires that the management board pays 
attention to ‘the environment, social and employee-related matters, the chain within which the enterprise 
operates, respect for human rights, and fighting corruption and bribery.’47 However, the Code does not 
provide the additional guidance and clarification that is needed in order to ensure that this approach can 
be effectively adopted. 

These examples show both the difficulties of defining directors’ duties as being owed to anyone other 
than the company, and also why appropriate consultation prior to reform, and effective guidance to com-
plement legislation, is essential, particularly where sufficiently clear definitions are not otherwise provided 
and the temptation is to revert to the status quo of shareholder primacy. 

In other jurisdictions, the duty to protect the company’s interests is more clearly expressed as being 
owed to the company (rather than to stakeholders, as in India or the Netherlands, or by being qualified 
by reference to the impact on shareholders, as in the UK), but without clear guidance as to how this is to 
be implemented. 

The core of the Czech directors’ duty of care, for example, is to act in the “justifiable interest” of the 
company. According to the Czech Supreme Court, this means that the directors must ‘take care of a 
company’s property as if it was his own property’.48 The law does not conflate the interest of the company 
with profit, nor does it require directors to pursue environmental or social objectives. Whilst some experts 
are of the view that the corporation must still respect the social and environmental circumstances related 
to its business and take into account corporate social and environmental responsibility. There is no 
indication that the practice of Czech directors is significantly different from other jurisdictions where this 
approach is not applied. 

From the above it is clear that recent legislative interpretations of directors’ duties (often in order to 
promote sustainability) have caused confusion as to whom they are owed and have, generally, failed to 
disrupt the prevailing strength of shareholder primacy and foster focus on sustainability.  

The King IV Report in South Africa49 has, however, more successfully made the distinction between who 
the duties are owed to and who benefits from them: “directors owe their duties to the company and 
the company alone as the company is a separate legal entity from the moment it is registered until 
it is deregistered. The company is represented by several interests and these include the interests of 
shareholders, employees, consumers, the community and the environment. Thus, requiring directors to 
act in good faith in the interest of ‘the company’ cannot nowadays mean anything other than a blend of 
all these interests, but first and foremost they must act in the best interest of the company as a separate 
legal entity. Any interest that may be primary at one particular point in time in the company’s existence 
may well become secondary at a later stage.”50

A similar approach is now also being considered in France, where the French Government Action Plan has 
suggested the Civil Code be amended “to affirm the need for companies to take into consideration social 
and environmental issues inherent to their activity”. In doing so, the French Government Action Plan refers 
to the report ‘L’entreprise, objet d’intérêt collectif’, which was commissioned by four ministers of the 
government,51 and specified that the Civil Code should state that the “the Company must be managed in 
its own interest, considering the social and environmental issues of its activity.”52 

On the face of it, this formulation may seem similar to the duty in the UK, given that it takes into account 
the perspectives of various stakeholders. However, the crucial difference is that this proposed French duty 

Section B: Clarifying the duty to act in and promote the interests of the company
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is not expressed to be ‘for the benefit of’ the company’s shareholders, thus ensuring that the company’s 
long-term interests can be prioritised, when they differ from those of the shareholders. 

RECOMMENDATION 1: 

Given the level of confusion about who directors’ duties are owed to, we would recommend that it be 
clarified in legislation, taking the South African explanation as an example, that the company, as a legal 
entity, rather than shareholders or other stakeholders, is the beneficiary of directors’ duties. Guidance 
should make clear that the company’s activities impact a wide range of stakeholders (including 
shareholders) and societal interests (such as the environment). Directors’ duties will indirectly benefit 
these stakeholders and interests in varying degrees at different times, but none of them should take 
precedence over the interests of the company, which is the touchstone of directors’ duties. 

ii) What are the ‘interests’ of the company?

Once it is clear that the duties are owed to the company and that its interests take precedence over the 
interests of its shareholders (or any other stakeholders) if they are in conflict, it should be made clear 
what the company’s interests are. This will clarify how such duties are to be performed. 

As a company is a legal person governed by its own constitution, its primary interest is to survive in 
the long-term, in order that it can achieve the purpose for which it has been incorporated (whatever 
that purpose may be). The long-term interests of the company are expressly referred to in a number of 
jurisdictions, but the interpretation is often confused by assumptions about shareholder primacy. 

In the UK, for example, (where directors are to discharge their duties in the interests of the company, for 
the benefit of its members), directors are to “have regard to...the consequences of any decision in the 
long-term”.53 In Hong Kong, the reference to long-termism is more implicit by reference to the interests 
of “present and future shareholders,”54 which the Hong Kong Institute of Directors has noted means “the 
directors may therefore legitimately balance a long-term view against short-term interests of present 
members.”55 

However, the link between long-termism and shareholder value is flawed and inadequate, as shareholders 
may not always be best served by long-term thinking, and shareholders are only one of the stakeholders 
that are relevant to a company’s operations and its continued success. 

Efforts to broaden the interests of the company outside of a shareholder model have generally failed to 
provide sufficient clarity. The newly revised Dutch Corporate Governance Code, for example, requires that 
the management board ‘develop a view on long-term value creation by the company.’56 However, what 
exactly is meant by ‘value’ or ‘value creation’ (and particularly, who it is to benefit) is unclear, and there is 
a risk this therefore gets interpreted in line with shareholder value. In Brazil, a director must achieve “the 
company’s corporate purposes and...support its best interests, satisfying the requirements of the public 
at large and the social role of the company.”57 Whilst academics have defined the ‘social role’ by reference 
to labour conditions, consumer interests, competitors’ interests and environmental preservation,58 there 
is no sufficient legislative certainty as to what this entails. 

More helpful, are efforts to describe the drivers of long-term corporate 
success. The King IV Report in South Africa, for example, refers to the 
‘triple context’ of economy, society and environment and “advocates a 
stakeholder-inclusive approach, in which the governing body takes account 
of the legitimate and reasonable needs, interests and expectations of all 
material stakeholders in the execution of its duties in the best interests 
of the organisation over time. By following this approach, instead of 
prioritising the interests of the providers of financial capital, the governing 
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body gives parity to all sources of value creation including, among others, social and relationship capital 
as embodied by stakeholders.”59

Clarifying that a company’s interest is to sustain itself for its own benefit (rather than, for example, the 
benefit of shareholders) will also assist in clarifying that directors’ duties are owed to -and enforced 
by- the company (rather than to the shareholders or other stakeholders). 

This clarity, alongside an explicit requirement to consider the relevance of social and environmental 
issues for a company’s future, will draw directors’ focus to factors that affect the long-term health of the 
company, which will include consideration of a wide range of stakeholders.60

RECOMMENDATION 2: 

We therefore recommend that it be clarified that the primary interest of the company is to survive in 
the long-term, in order to achieve the purpose for which it was incorporated, taking into consideration 
the economic, social and environmental issues to which its activities give rise. It should also be 
confirmed that shareholder value should not be prioritized over such considerations and directors do 
not have a duty in any jurisdiction to maximise shareholder value. Instead, directors should give parity 
to all material stakeholders and issues that are important for the long term health of the company.

Section B: Clarifying the duty to act in and promote the interests of the company
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Introduction

Establishing that directors’ duties are owed to the company, that the directors are to act in the interests 
of the company, and that these interests are best understood as sustaining the company over the long 
term (which requires taking into account all material stakeholders equally), serves the twin purpose of 
channelling directors’ attention to long-term issues and helping to protect them from the pressure to 
maximise short-term financial performance.

Nonetheless, directors’ responsibilities may be further developed to address particular sustainability 
concerns and promote more long-term thinking. This is especially the case given that some societal and 
stakeholder interests may require additional protection in directors’ duties, because they are elusive 
to corporate self-interest, even if it is properly understood. This is typically the case for sustainability 
concerns where the related cost is externalized, such as human rights and environmental impacts that 
materialize in supply chains. One solution for this is to make explicit the requirement to analyse and 
address factors that materially affect a company’s future. Another solution is to introduce certain public 
duties to a company that are to be given effect through directors’ duties. 

Below we present some of the options for developing directors’ duties along these lines. 

a) A duty to identify and mitigate long-term economic, social 
and environmental risks to the company’s interests

In order to act in the best interests of the company, directors should be expected to consider and identify 
the long-term risks to a company’s interests and to take steps to mitigate them. Specifically, directors 
should have an explicit duty to identify and mitigate all of the economic, social, and environmental factors 
that materially affect the long-term life of a company and the attainment of any specific social objectives 
(which may, for example, be enshrined in its articles of association or by-laws). The focus of the duty 
would be internal (e.g. risks to the company) rather than external (i.e. impacts on stakeholders). A more 
externally focused duty is considered as Recommendation 4 below. 

In order to encourage considerations of long-term impacts, the basis for assessing ‘materiality’ will need to 
be clearly dissociated from a purely shareholder value perspective, which is often the focus of materiality 
assessments at present.61 Furthermore, the material factors should not just focus on the company’s 
financial success (which could be exponential in the short term but crash in the longer-term), but should 
also take into account all of the resources that a company requires in order to survive, and how the 
company applies such resources to ensure that they also continue to thrive in the long-term. 

This may require certain risks to be defined in legislation as being ‘material’ for specific industries (so as to 
ensure that an appropriate baseline has been established), taking into account the European Commission’s 
work on developing a sustainability taxonomy for the purpose of sustainable finance.62 Article 173 of 
Grenelle II Law 2010, for example, confirms that climate change is a material risk for companies and 
requires them to report on climate change’s impact on the business, and what the company is doing to 
mitigate such effects.63 Some companies do this through scenario modelling, for example, by reference 
to the International Energy Agency’s climate change scenarios, but care should be taken to ensure that 
such modelling takes into account a full range of factors on an objective basis, rather than being applied 
selectively. Some risks would have to be further defined by the board of directors, taking into account the 
specific nature of the company and following consultation with stakeholders, where relevant. 

To evidence the performance of this duty, the law could require directors to produce a statement of 
material issues that are most likely to affect the longevity of the company (and the attainment of any 
specific social values it has declared), including systemic risks,64 and to set out a sustainability strategy to 
address how to manage those material issues.65 The statement and strategy could be explicitly connected 
to a company’s annual reporting obligations and form a bridge between strategic reporting and the current 
requirement to include a non-financial statement in the annual report. In this respect, this reform may 
be used as a stepping stone towards integrated governance. Further, if a particular company sets out a 
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specific social or environmental purpose, its directors could be required to explain in their statement how 
they are fulfilling this purpose on an annual basis, to ensure that the directors can be held to account by 
investors in respect of this purpose. Effective implementation of this proposal requires careful guidance 
to assist directors in: 

 → ascertaining what is ‘material’ beyond its narrowest sense of financial impact on short-term interests 
of shareholders; 

 → identifying what sustainability concerns they may be expected to consider in respect of those material 
issues;

 → understanding what analysis they should produce in terms of connecting those concerns with a 
company’s business plan and performance, to mitigate their impact and promote long-term success. 

Such guidance would also need to consider how an appropriate assessment of materiality would take 
into account different factors for different companies, considering their size and sector, for example.66 In 
addition, legislation or guidance should set out the period over which risk modelling should be undertaken; 
whilst currently, the majority of assessments appear to consider a five year period,67 a far longer period 
should be considered in order to accurately assess a company’s long-term prospects and impacts. 

RECOMMENDATION 3: 

We recommend that directors are explicitly required to identify and mitigate all of the economic, 
social, and environmental risks to the company’s interests and the attainment of its specific social 
goals. We recommend that this analysis and mitigation should be reported on in a suitable integrated 
reporting format. We also recommend that the legislation specifies salient material risks for key 
industries.

 

b) A duty to act within the planetary boundaries and social 
foundations, including by requiring directors to carry out 
ongoing human rights and environmental due diligence

Recommendation 3 will clarify the obligation of directors to consider risks to the longevity of the company. 
It does not however require directors to consider the impacts of the company on external resources if 
these impacts do not directly affect the longevity of the company or its unique social objectives. Such 
considerations will be necessary because directors may adopt a strategy of the company which directly 
benefit from contributing to systemic risk in the short term, whilst seeking to avoid the impact on its own 
business in the longer-term. Climate change represents a typical example of this tragedy of the commons; 
a company may profit from a strategy that contributes to climate change (for example, an oil and gas 
producer) and yet avoid the adverse financial impacts in the end if it is nimble enough to change course 
at the right time (for example, by diversifying into other revenue streams, such as renewable energy). 

Similarly, at present, directors may conclude after assessing 
the materiality of risks such as supply chain disruption and 
reputational damage, that it is in their company’s best interests 
to tolerate participants in their supply chain committing 
serious environmental or social harm with potentially 
systemic impacts, such as depleting fish stock, massive 
deforestation, degradation of soil, or labour exploitation 
or financing conflicts. Whilst it could be argued that these 
systemic issues will, at some point, impact on the longevity of 
the company (and so be dealt with under Recommendation 
3), the risk may be too remote to calculate as material to the 
longevity of the company, at a particular point in time. 
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To address this problem, directors could be required to operate within specific social and environmental 
parameters that prevent the company from contributing to systemic impacts.68 One formulation of this 
idea is for companies to be managed in a way that enables the economy to “meet...the needs of all within 
the means of the planet.” Under this concept, the ‘needs of all’ are referred to as ‘social foundations’69 
which we could consider to include, at a minimum, human rights, whilst the means of the planet70 (referred 
to as ‘planetary boundaries’) are various scientifically determined factors, including climate change.71 This 
would therefore require directors to operate the company in a way that does not collide with planetary 
boundaries or undermine social foundations.

This new duty would provide directors with a powerful defence against the pressure to exploit short-
term strategies with adverse impacts on sustainability, whilst empowering sustainable investors. A good 
example of this is that oil producers may stand to benefit from climate change, if due to the Arctic 
ice melting, new areas for oil exploration open up. A number of companies already seem to be taking 
advantage of this ‘opportunity’.72 A directors’ duty that requires planetary boundaries to be considered 
would require directors not to focus only on whether this opportunity was for the benefit of the company 
financially (and, ironically in this case, over the longer term) but also to consider whether exploitation of 
such an opportunity would be within the planetary boundaries. 

Some jurisdictions are already trying to impose some sense of this on their companies. In China, for 
example, Article 5 of the Companies Law of the People’s Republic of China states: “In its operational 
activities, a company shall abide by laws and administrative regulations, observe social morals and 
commercial ethics, persist in honesty and good faith, accept supervision by the government and the public, 
and assume social responsibility” (emphasis added).73 The extent to which this requirement is adhered to 
in practice is questionable however. More recently, “L’entreprise, objet d’intérêt collectif” report in France, 
which provides background to the French Government Action Plan, has suggested that “the firm shall 
be managed in its own interest, taking into account the social and environmental consequences of its 
objective.”74 However, as we saw when we considered different permutations of a company’s interests 
in Section B, broad concepts such as this must be supported by clear metrics and key performance 
indicators, to ensure that they are specific and practical. The definition of, and science behind, ‘planetary 
boundaries’, and the clarity of international human rights (including labour rights) and humanitarian law, 
which define social foundations, provide a more rigorous, and consistent, framework for integrating social 
focus within directors’ duties. Structuring this requirement as a directors’ duty rather than an extension of 
the company’s interests, acknowledges that, due to externalisation, a company’s interests may not always 
adequately take into account that company’s contribution to systemic impacts which are therefore best 
dealt with separately. 

The proposed duty could require directors to identify where the business of the company sits in relation 
to the planetary boundaries and social foundations and to adopt appropriate strategies to maintain the 
business within that realm. Whilst legislation should define planetary boundaries and social foundations 
to the maximum extent possible (including, where relevant, by reference to international human rights and 
environmental law, and other standards and objectives, including the Sustainable Development Goals set 
by the United Nations), this legal mandate could be further extended by requiring the boards of companies 
to identify specific boundaries that are particularly relevant to the company’s business model. Further 
work will need to be done to ascertain key performance indicators in respect of each of the planetary 
boundaries and social foundations, so that companies can report against a consistent baseline for the 
purposes of comparison and objectivity. More thought will also need to be given to the fair allocation of 
resources and burden across companies, or sectors, in respect of each planetary boundary,75 as some will 
be more material to particular companies than others (for example, nitrogen and phosphorous loading 
will be particularly relevant to companies operating in the food sector, whilst aerosol loading is likely to be 
relevant to companies operating large supply chains).76

To facilitate directors’ compliance with this duty, directors could also be required to carry out (and act 
on) human rights and environmental due diligence to ascertain whether their companies are causing or 
contributing to human rights violations and environmental harm by their own operations or their supply 
chains. This will enable them to identify where a social foundation is at risk of not being met, or a planetary 
boundary is at risk of being breached. Where due diligence identifies risks, the directors should be required 
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to develop a strategy to mitigate them (and such strategy should be reported on in an integrated format, 
as per Recommendation 3). 

There are already precedents for this approach. International standards such as the UN Guiding Principles 
on Business and Human Rights and the OECD Guidelines for Multinational Enterprises already require 
companies, in a soft-law context, to address risks that are connected to company by its business relation-
ships, and relevant definitions could be drawn from there. The EU Non-Financial Reporting Directive also 
requires large listed companies and financial corporations to disclose their analysis of risks of severe 
impacts. The Swiss government has also released a report on the legal obligations of company directors 
to conduct due diligence with regard to business activities abroad, including a proposal to introduce a 
specific directors’ duty to exercise human rights due diligence.77 Pressure from investors and civil society 
(assisted by reporting initiatives in relation to climate-related financial disclosures) alone is not sufficient: 
this issue should be raised to the level of directors’ duties and legislated for. 

RECOMMENDATION 4: 

We therefore recommend that directors are required to operate companies within planetary 
boundaries and social foundations, which legislation should define to the maximum extent possible 
and which should be further and more specifically identified by directors in the context of the 
company’s specific business model. We also recommend, to facilitate compliance with this duty, that 
directors are expressly required to carry out ongoing human rights and environmental due diligence 
in relation to a company’s operations (including its supply chains) and to then develop a strategy to 
mitigate any such impacts. 

On its own, the various reforms proposed 
to directors duties would not create any new 
enforcement options, although they would im-
prove the position of shareholders concerned 
with sustainability who could bring a derivative 
action on behalf of the company (because they 
would have wider grounds on which to do so). 

However, the shareholders bringing the action 
would still have to prove that as a result of direc-
tors’ negligence or malintention the company 
suffered financial harm or that the directors en-
dangered the company’s unique social mission, 
if it had one. Given that there are many adverse  
environmental or social impacts that do not in 
themselves cause a company measurable finan-
cial damage (for example, systemic violations of 
core workers’ rights in a company’s supply chain 
are only likely to do so if they become known to 
the public and cause reputational damage), this 
may not always be helpful.

However, the effectiveness of these reforms, 
specifically Recommendation 4, would be 
greatly improved if accompanied by the 
introduction of a duty of the company itself to 
identify, prevent, and mitigate such risks, and 
that this duty be owed to the public (including, 

primarily, those harmed by the materialisation 
of the risk).78 The French duty of vigilance 
represents an example of this type of legislation. 
It requires certain large companies to establish 
means of preventing human rights violations 
and environmental damage in their supply chains 
(including their subsidiaries). 

The company must report these means in an 
annual ‘vigilance plan’. If a company does not 
comply, any concerned party can request a 
judge to compel the company to produce a plan. 
Furthermore, the law establishes that the author of 
any failure to comply with its due diligence duties 
shall be liable and obliged to compensate for the 
harm that due diligence would have enabled the 
company to avoid.79 A similar proposal is currently 
under consideration in Switzerland, following 
a successful public initiative organised by the 
Responsible Business Initiative campaign.80

We would therefore also recommend that, as part 
of a larger corporate law reform project, a duty is 
imposed on companies to identify, prevent, and 
mitigate human rights violations and significant 
environmental harm, and that such duty be owed 
to the public, and primarily to those who suffer such 
harm.

Introducing a duty of the company to conduct human 
rights and environmental due diligence 
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Introduction

If adopted together, the recommendations considered so far in this paper should go a long way to ensur-
ing that all companies (not just those that incorporated as socially oriented companies) act in a manner 
that is sustainable, both for a company, and for society. 

Some companies, however, may also choose to expressly identify a specific social purpose. Whilst this is 
welcomed, there is a need to ensure that these public declarations have legal force. This will ensure that 
investors, consumers, employees and other stakeholders who become involved with such companies on 
the basis of their declared social purpose, do so with some assurance that the governance of the compa-
nies is substantially oriented towards their social purpose, rather than only paying lip service to it. There 
is also a need to ensure that, even if the law provides a framework for companies that specify a social 
purpose, this does not absolve other companies from having to adopt a long-term focus which takes into 
account the social and environmental impact of their operations.

The suggestions below seek to address these concerns. 

A. Clarifying that companies can have a social purpose 

The European Commission has itself suggested that 
regulation could be introduced to allow companies to amend 
their articles of association to include a social purpose.81 Given 
that companies in the majority of European jurisdictions are 
already arguably free to do this, this appears to be a misguided 
proposal. For example, the articles of association of Novo 
nordisk A/S, a Danish multinational pharmaceutical company, 
require the company “to conduct its activities in a financially, 
environmentally, and socially responsible way.”82 

On a larger scale, the B corporation certification requires companies to amend their articles of association 
to include a social purpose and integrate such purpose into their directors’ duties which is similar to 
the approach suggested by proposal 11 of the French report ‘L’entreprise, objet d’intérêt collectif’ and 
supported by the French Government Action Plan. Triodos Bank N.V., a certified B corporation and the 
largest ethical bank in the world, for example, specifies its object in its articles of association as follows: 
“With the exercising of banking business, the company aims to contribute to social renewal, based on the 
principle that every human being should be able to develop in freedom, has equal rights and is responsible 
for the consequences of his economic actions for fellow human beings and for the earth. All in the widest 
sense of the word.”83 As of May 2018, there were over 2,500 certified B corporations around the world. 

Introducing legislation to allow companies to amend their articles of association to include a social 
purpose, as proposed by the European Commission, is thus likely to cause confusion, with companies 
potentially assuming that an explicit social purpose is exceptional, and that most companies will not 
consider this.84 Instead, the European Commission could simply affirm that companies are free to express 
a social purpose, if they wish to do so.

RECOMMENDATION 5: 

We would therefore advise that the European Commission affirms that companies can adopt a social 
purpose that either expressly takes precedence over their commercial purpose, or is to be balanced 
with that commercial purpose by the directors in the exercise of their discretion.
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B. Considering a social purpose ‘status’ for companies

It is advisable to ensure that any company’s express reference to a social purpose has legal force in 
order to guarantee to investors, consumers, employees or other stakeholders who become involved with 
such companies that the governance of that company is suitably orientated towards their social purpose, 
rather than only paying lip service to it. 

The recent French Government Action Plan suggests that instead of developing a special legal form for 
companies adopting a particular social or environmental purpose, a specific ‘status’ could be attained 
by a company of any legal form that sets out a specific social or environmental purpose (whether that 
be, for example, a company limited by guarantee or a public limited company), and that meets certain 
additional governance criteria to safeguard its performance in accordance with that purpose. The report 
‘L’entreprise, objet d’intérêt collectif’ that lies behind this part of the French Government Action Plan 
suggested the following four criteria which may provide a starting point for the discussion: 

 → clear expression of the socially beneficial purpose of the company in the company’s articles of 
association;

 → the existence of an impact committee with adequate resources to consider the company’s compliance 
with its socially beneficial purpose (and possibly composed of stakeholders); 

 → third-party assessment of and public accountability by the company’s governing bodies for respecting 
the social purpose expressed in the articles of association; 

 → the publication of a non-financial statement, as required for large listed companies and financial 
corporations by the EU Non-Financial Reporting Directive.

To ensure that any such status is robust, the term ‘‘socially beneficial purpose” must be sufficiently de-
fined in legislation, and companies must be able to justify how their purpose fits within that definition, to 
make clear to their stakeholders what the company’s specific purpose is and whether it is adhering to it. 

Similarly, the non-financial statement should be of a prescribed form, to ensure meaningful disclosure. 
There should also be adequate monitoring of a company’s adherence to the criteria, to ensure that it 
is still entitled to retain the status. Finally, the framing of the purpose of the status will be important; it 
must be clear to companies that do not want to pursue the status, that this does not absolve them from 
performing to the fullest extent in accordance with the duties outlined in sections B and C of this paper. 
The purpose of developing the social purpose status is to ensure that companies that are declaring a 
social purpose are held to account for doing so, not to require only those companies to conduct their 
business in a socially and environmentally sustainable manner. 

RECOMMENDATION 6: 

We would therefore advise that the European Commission considers developing a specific ‘status’ for 
companies that declare a social purpose, to be awarded to companies that meet certain criteria which 
will ensure their accountability for actively seeking to achieve such purpose.  





Conclusions
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Moving towards a solution

There is currently significant public and political drive to increase companies’ long-term success and 
sustainability. However, this is threatened by an entrenched perspective of directors’ duties that promotes 
short-term shareholder value over the interests of the company, and over the impacts that the company 
may have on any other stakeholders. 

This conflict needs to be addressed. This can be achieved in part by clarifying that directors’ duties are 
owed to the company, rather than to any particular stakeholders (including shareholders), and further by 
clarifying that the primary interest of the company is to survive in the long-term, which requires giving 
parity to all material stakeholders and issues that are important for the long term health of the company, 
rather than to prioritise the promotion of shareholder value. These clarifications will not, however, be 
sufficient to ensure that companies operate sustainably, as they can avoid paying the costs of certain 
social and environmental externalities. In order to ensure that a company operates to reduce such impacts 
(regardless of whether they impact on a particular company’s long-term success), specific additional duties 
relating to social and environmental factors should be introduced. Finally, consideration should be given 
to wider reforms of company law, to ensure that appropriate guidance and accountability frameworks are 
in place for companies to more clearly develop specific social purposes where they wish to do so.

To achieve the above, we have recommended that: 

1. It should be clarified in legislation, that the company, as a legal entity, rather than shareholders 
or other stakeholders, is the primary beneficiary of directors’ duties. Guidance should make clear 
that the company’s activities impact a wide range of stakeholders (including shareholders) and 
societal interests (such as the environment). Directors’ duties should indirectly benefit these 
stakeholders and interests in varying degrees at different times, but none of them should take 
precedence over the interests of the company, which is the touchstone of directors’ duties. 

2. It should be clarified in legislation that the primary interest of the company is to survive in the 
long-term, in order to achieve the purpose for which it was incorporated, taking into consideration 
the economic, social and environmental issues to which its activities give rise. Shareholder value 
should not be prioritized over such considerations and directors do not have a duty in any 
jurisdiction to maximise shareholder value. Instead, directors should give parity to all material 
stakeholders and issues that are important for the long term health of the company.

3. Directors should be explicitly required to identify and mitigate all of the long-term economic, 
social, and environmental risks to the company’s interests and its attainment of any specific social 
goals. This analysis and mitigation should be published in a suitable integrated reporting format, 
and the legislation should specify salient material risks for key industries.

4. Directors should be required to operate the company within planetary boundaries and social 
foundations, which legislation should define to the maximum extent possible and which should 
be further and more specifically developed by directors. To assist directors in performing this 
duty, they should be required to carry out ongoing human rights and environmental due diligence 
in relation to a company’s operations (including its supply chains) and to develop a strategy for 
how to mitigate such impacts. 

5. The European Commission should affirm that companies can adopt a social purpose that either 
expressly takes precedence over their commercial purpose, or is to be balanced with that 
commercial purpose by the directors in the exercise of their discretion.

6. The European Commission should consider developing a specific ‘status’ for companies that 
declare a social purpose, provided that they meet certain criteria which will ensure that they are 
actively seeking to achieve such purpose.  
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There is clearly a lot more work to be done in order to further develop and support these recommenda-
tions. In particular, this paper does not consider in detail the definitions of the planetary boundaries, the 
key performance indicators that should be applied to reporting requirements, or the guidance that should 
be developed around legislative change. All of these will be necessary in order to ensure a robust shift 
away from shareholder value and towards long term sustainability. Sufficient time and resource should 
be devoted to these additional areas of research, to ensure successful and long-lasting legislative and 
cultural reform. 



32 Redefining directors’ duties in the EU to promote long-termism and sustainability

1. EU High Level  Expert Group on Sustainable Finance 2018  (December 2018) Financing a sustainable 
European economy. Retrieved from: https://ec.europa.eu/info/publications/180131-sustainable-finance-
report_en and European Commission’s action plan on financing sustainable growth (March 2018). 
Retrieved from: https://ec.europa.eu/info/publications/180308-action-plan-sustainable-growth_en

2. Veldman, J., Gregor, F. Morrow, P. (2016). Corporate Governance for a Changing World. Brussels, Belgium: 
Frank Bold and Cass Business School. Available at http://www.purposeofcorporation.org/corporate-
governance-for-a-changing-world_report.pdf

3. EU High Level  Expert Group on Sustainable Finance 2018  (December 2018) 
Financing a sustainable European economy. Retrieved from: https://ec.europa.eu/info/
publications/180131-sustainable-finance-report_en

4. Communication from the Commission to the European Parliament, the European Council, the Council, 
the European Central Bank, the European Economic and Social Committee and the Committee of the 
Regions. Action Plan: Financing Sustainable Growth. COM/2018/097. (March 2018). Retrieved from: 
https://ec.europa.eu/info/publications/180308-action-plan-sustainable-growth_en 

5. The Action Plan also considers the possible need to require corporate boards to develop and disclose 
a sustainability strategy, including appropriate due diligence throughout the supply chain, and measur-
able sustainability targets.

6. United Nations Guiding Principles on Business and Human Rights (2011). Available at http://www.ohchr.
org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf

7. OECD Guidelines for Multinational Enterprises (2011). Available at http://www.oecd.org/corporate/
mne/ 

8. Modern Slavery Act 2015 (UK). Available at: http://www.legislation.gov.uk/ukpga/2015/30/contents/
enacted 

9. LOI n° 2017-399 du 27 mars 2017 relative au devoir de vigilance des sociétés mères et des entreprises 
donneuses d’ordre (FRA). Available at: https://www.legifrance.gouv.fr/eli/loi/2017/3/27/2017-399/jo/
texte

10. Sjafjell, B., Johnston, A., Anker-Sorensen, L. and Millon, D. (2015). Shareholder primacy: the main barrier 
to sustainable companies. In B. Sjafjell, B. Richardson (Eds.), Company Law and Sustainability (p. 111). 
Cambridge, England: Cambridge University Press. 

11. OECD (2015). G20/OECD Principles of Corporate Governance. Available at: OECD Publishing https://
dx.doi.org/10.1787/9789264236882-en 

12. Directive (EU) 2017/828 of the European Parliament and of the Council of 17 May 2017 amending 
Directive 2007/36/EC as regards the encouragement of long-term shareholder engagement. Available 
at: https://eur-lex.europa.eu/TodayOJ/fallbackOJ/l_22720180910en.pdf

13. Sjafjell, B., Johnston, A., Anker-Sorensen, L. and Millon, D. (2015). Shareholder primacy: the main barrier 
to sustainable companies. In B. Sjafjell, B. Richardson (Eds.), Company Law and Sustainability (p. 107). 
Cambridge, England: Cambridge University Press. 

14. Deakin, S. (2005). The Coming Transformation of Shareholder Value. Corporate Governance: An 
International Review, 13, 11. In Sjafjell, B. and Anker-Sorensen, L. (2013). The Duties of the Board and 
Corporate Social Responsibility, SSRN, 14. Retrieved from: https://papers.ssrn.com/sol3/papers.
cfm?abstract_id=2322680.

15. IPPR Commission on Economic Justice (2017). Corporate Governance Reform - Turning business towards 
long-term success. Retreived from: https://www.ippr.org/files/2017-07/cej-cgr-dp-17-07-14.pdf

16. Belinfanti, T. and Stout, L. (2017). Contested Visions: The Value of Systems Theory for Corporate Law. 
University of Pennsylvania Law Review, Forthcoming, Cornell Legal Studies Research Paper, 6. Retrieved 
from: https://ssrn.com/abstract=2942961

17. OECD (2015). G20/OECD Principles of Corporate Governance, 18. Retrieved from OECD Publishing https://
dx.doi.org/10.1787/9789264236882-en

18. Belinfanti, T. and Stout, L. (2017). Contested Visions: The Value of Systems Theory for Corporate Law. 
University of Pennsylvania Law Review, Forthcoming, Cornell Legal Studies Research Paper, 17-18. Retrieved 
from: https://ssrn.com/abstract=2942961 and EU High Level Expert Group on Sustainable Finance 2018 

References

https://ec.europa.eu/info/publications/180131-sustainable-finance-report_en
https://ec.europa.eu/info/publications/180131-sustainable-finance-report_en
https://ec.europa.eu/info/publications/180308-action-plan-sustainable-growth_en
https://ec.europa.eu/info/sites/info/files/180308-action-plan-sustainable-growth_en.pdf
http://www.purposeofcorporation.org/corporate-governance-for-a-changing-world_report.pdf
http://www.purposeofcorporation.org/corporate-governance-for-a-changing-world_report.pdf
https://ec.europa.eu/info/publications/180131-sustainable-finance-report_en
https://ec.europa.eu/info/publications/180131-sustainable-finance-report_en
https://ec.europa.eu/info/publications/180308-action-plan-sustainable-growth_en
http://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
http://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
http://www.oecd.org/corporate/mne/
http://www.oecd.org/corporate/mne/
http://www.legislation.gov.uk/ukpga/2015/30/contents/enacted
http://www.legislation.gov.uk/ukpga/2015/30/contents/enacted
https://www.legifrance.gouv.fr/eli/loi/2017/3/27/2017-399/jo/texte
https://www.legifrance.gouv.fr/eli/loi/2017/3/27/2017-399/jo/texte
https://dx.doi.org/10.1787/9789264236882-en
https://dx.doi.org/10.1787/9789264236882-en
https://eur-lex.europa.eu/TodayOJ/fallbackOJ/l_22720180910en.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/%3Furi%3DCELEX%253A32017L0828
https://papers.ssrn.com/sol3/papers.cfm%3Fabstract_id%3D2322680
https://papers.ssrn.com/sol3/papers.cfm%3Fabstract_id%3D2322680
https://www.ippr.org/files/2017-07/cej-cgr-dp-17-07-14.pdf
https://ssrn.com/abstract%3D2942961
https://dx.doi.org/10.1787/9789264236882-en
https://dx.doi.org/10.1787/9789264236882-en
https://ssrn.com/abstract%3D2942961


References 33

(December 2018). Financing a sustainable European economy, 45. Retrieved from: https://ec.europa.eu/
info/publications/180131-sustainable-finance-report_en.

19. Directive 2014/95/EU of the European Parliament and of the Council of 22 October 2014 amend-
ing Directive 2013/34/EU as regards disclosure of non-financial and diversity information by 
certain large undertakings and groups. Available at: https://eur-lex.europa.eu/legal-content/EN/
TXT/?uri=CELEX:32014L0095

20. Institute of Directors Southern Africa (2016). King IV Report on Corporate Governance 2016, 26. Retrieved 
from: https://c.ymcdn.com/sites/www.iodsa.co.za/resource/resmgr/king_iv/King_IV_Report/IoDSA_
King_IV_Report_-_WebVe.pdf

21. The proposal aims to mobile capital across Europe and to integrate existing capital markets in order to 
provide more funding to companies, at lower costs, and increase investment opportunities.

22. Principles for Responsible Investment. European Commission calls for ‘deep re-engineering of the fi-
nancial system’ to support sustainable economies. Retrieved from: https://collaborate.unpri.org/news/
european-commission-calls-for-deep-re-engineering-of-the-financial-system-to-support-sustainable-
economies

23. The French Government Action Plan presents ten proposals for reforms to modernise French company 
law. One of these proposals, called “Rethinking the company’s place in the society”, outlines amend-
ments to the Civil Code and the Commercial Code that aim to strengthen the consideration of social 
and environmental issues in business strategy and activity. A comprehensive presentation of the plan 
is available at: https://www.economie.gouv.fr/plan-entreprises-pacte. The section “Rethinking the 
company’s place in the society” builds on an independent report that was prepared in response to a 
government request prior to the development of the French Government Action Plan and that provides 
further details on the proposals. The authors of the independent report were Nicole Notat, Founder of 
the ESG research and evaluation agency Vigeo, and Jean-Dominique Sénard, President of the Michelin 
Group. The authors consulted 200 people including business leaders and organisations, researchers, 
investors, NGOs, policy makers and elected officials. See: Notat, N., Sénard, J. (2018). L’entreprise, objet 
d’intérêt collectif. Retrieved from: https://www.economie.gouv.fr/files/files/PDF/2018/entreprise_ob-
jet_interet_collectif.pdf. 

24. Surya Deva is an associate professor at the City University of Hong Kong and a member of the UN 
Working Group on Business and Human Rights

25. Deva, S. (2011). Sustainable Development: What role for the company? International and 
Comparative Corporate Law Journal, 8, 7 6-102. Retrieved from: https://papers.ssrn.com/sol3/papers.
cfm?abstract_id=1712794

26. Deva, S. (2011). Sustainable Development: What role for the company? International and 
Comparative Corporate Law Journal, 8, 7 6-102. Retrieved from: https://papers.ssrn.com/sol3/papers.
cfm?abstract_id=1712794

27. Sjafjell, B., Johnston, A., Anker-Sorensen, L. and Millon, D. (2015). Shareholder primacy: the main barrier 
to sustainable companies. In B. Sjafjell, B. Richardson (Eds.), Company Law and Sustainability (p. 90). 
Cambridge, England: Cambridge University Press.

28. Sjåfjell, B. and Anker-Sørensen, L. (2013). The Duties of the Board and Corporate Social Responsibility 
(CSR), 12. In Birkmose, H., Neville, M. and Sørensen, K. (Eds.). (2013). Boards of directors in European com-
panies – reshaping and harmonising their organisation and duties , Kluwer Law International; University of 
Oslo Faculty of Law Legal Studies Research Paper Series No. 2013-26; Nordic & European Company Law 
Working Paper No. 10-40. Retrieved from: https://ssrn.com/abstract=2322680

29. Sjåfjell, B. and Anker-Sørensen, L. (2013). The Duties of the Board and Corporate Social Responsibility 
(CSR), 35. In Birkmose, H., Neville, M. and Sørensen, K. (Eds.). (2013). Boards of directors in European 
companies – reshaping and harmonising their organisation and duties, Kluwer Law International; University 
of Oslo Faculty of Law Legal Studies Research Paper Series No. 2013-26; Nordic & European Company 
Law Working Paper No. 10-40. Retrieved from: https://ssrn.com/abstract=2322680

30. Hong Kong Institute of Directors (2014). Guidelines for Directors 4th edition, 36. Retrieved from: http://
www.hkiod.com/guidelines-for-directors.html

31. For the purposes of this paper, we consider systemic risks to be those that originate from outside a 
governance system (e.g. political, or ecological instability), those that originate from within a different 
governance system (e.g.a political, social or economic system) or from unforeseen events that are not 
manageable within a governance framework. For further information, see http://www.purposeofcorpo-
ration.org/summary-cass_systemic-risk.pdf

https://ec.europa.eu/info/publications/180131-sustainable-finance-report_en
https://ec.europa.eu/info/publications/180131-sustainable-finance-report_en
https://eur-lex.europa.eu/legal-content/EN/TXT/%3Furi%3DCELEX:32014L0095%20
https://eur-lex.europa.eu/legal-content/EN/TXT/%3Furi%3DCELEX:32014L0095%20
https://institutional.deutscheam.com/content/_media/K15090_Academic_Insights_UK_EMEA_RZ_Online_151201_Final_%25282%2529.pdf%20
https://collaborate.unpri.org/news/european-commission-calls-for-deep-re-engineering-of-the-financial-system-to-support-sustainable-economies
https://collaborate.unpri.org/news/european-commission-calls-for-deep-re-engineering-of-the-financial-system-to-support-sustainable-economies
https://collaborate.unpri.org/news/european-commission-calls-for-deep-re-engineering-of-the-financial-system-to-support-sustainable-economies
https://www.economie.gouv.fr/plan-entreprises-pacte
https://www.economie.gouv.fr/files/files/PDF/2018/entreprise_objet_interet_collectif.pdf
https://www.economie.gouv.fr/files/files/PDF/2018/entreprise_objet_interet_collectif.pdf
https://papers.ssrn.com/sol3/papers.cfm%3Fabstract_id%3D1712794
https://papers.ssrn.com/sol3/papers.cfm%3Fabstract_id%3D1712794
https://papers.ssrn.com/sol3/papers.cfm%3Fabstract_id%3D1712794
https://papers.ssrn.com/sol3/papers.cfm%3Fabstract_id%3D1712794
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680


34 Redefining directors’ duties in the EU to promote long-termism and sustainability

32. Veldman, J., Gregor, F. Morrow, P. (2016). Corporate Governance for a Changing World. Brussels, Belgium: 
Frank Bold and Cass Business School. Available at http://www.purposeofcorporation.org/corporate-
governance-for-a-changing-world_report.pdf

33. Sjåfjell, B. and Anker-Sørensen, L. (2013). The Duties of the Board and Corporate Social Responsibility 
(CSR), 7. In Birkmose, H., Neville, M. and Sørensen, K. (Eds.). (2013). Boards of directors in European com-
panies – reshaping and harmonising their organisation and duties, Kluwer Law International; University of 
Oslo Faculty of Law Legal Studies Research Paper Series No. 2013-26; Nordic & European Company Law 
Working Paper No. 10-40. Retrieved from: https://ssrn.com/abstract=2322680

34. Prepared for the European Commission DG Markt, by Gerner Beuerle, C., Paech, P. and Schuster, E.P. 
(2013). Study on Directors’ Duties and Liabilities, 63. Retrieved from http://eprints.lse.ac.uk/50438/1/__
Libfile_repository_Content_Gerner-Beuerle%2C%20C_Study%20on%20directors%E2%80%99%20
duties%20and%20liability%28lsero%29.pdf

35. Companies Act 2006 (UK) s. 172. Retrieved from: https://www.legislation.gov.uk/ukpga/2006/46/
contents

36. Sharp and others v Blank and others [2015] EWHC 3220

37. Companies Act 2006 (UK) s. 172. Retrieved from: https://www.legislation.gov.uk/ukpga/2006/46/
contents

38. Department for Business, Energy & Industrial Strategy (2017). Corporate Governance Reform - The 
Government response to the green paper consultation, 24. Retrieved from: https://assets.publishing.
service.gov.uk/government/uploads/system/uploads/attachment_data/file/640631 /corporate-
governance-reform-government-response.pdf

39. House of Lords, House of Commons, Joint Committee on Human Rights (2009). Any of ours business? 
Human rights and the UK private sector (First Report of Session 2009-10 Volume 1), 254. Retrieved from: 
https://publications.parliament.uk/pa/jt200910/jtselect/jtrights/5/5i.pdf

40. Deva, S. (2011). Sustainable Development: What role for the company? International and 
Comparative Corporate Law Journal, 8, 7 6-102. Retrieved from: https://papers.ssrn.com/sol3/papers.
cfm?abstract_id=1712794

41. Deva, S. (2011). Sustainable Development: What role for the company? International and 
Comparative Corporate Law Journal, 8, 7 6-102. Retrieved from: https://papers.ssrn.com/sol3/papers.
cfm?abstract_id=1712794

42. EU High Level Expert Group on Sustainable Finance 2018, Financing a sustain-
able European economy (December 2018), 45-46. Retrieved from: https://ec.europa.eu/info/
publications/180308-action-plan-sustainable-growth_en

43. Williams, R. (2012). Enlightened Shareholder Value in UK Company Law, 35(1), 3 60, 377. Retrieved from: 
http://www.austlii.edu.au/au/journals/UNSWLawJl/2012/15.pdf

44. Companies Act 2013 (IN) s.166(2). Retrieved from: http://www.mca.gov.in/Ministry/pdf/
CompaniesAct2013.pdf

45. Naniwadeka, M., Varottil, U., (2017). Directors’ Duties and Stakeholder Interests: Comparing India 
and the United Kingdom. Retrieved from: https://www.law.ox.ac.uk/business-law-blog/blog/2016/08/
directors%E2%80%99-duties-and-stakeholder-interests-comparing-india-and

46. Sjafjell, B., Johnston, A., Anker-Sorensen, L. and Millon, D. (2015). Shareholder primacy: the main barrier 
to sustainable companies. In B. Sjafjell, B. Richardson (Eds.),  Company Law and Sustainability (p. 104). 
Cambridge, England: Cambridge University Press.

47. Ibid.

48. Supreme Court Decision of 27 March 2008, file no. 5 Tdo 1412/2007.

49. Institute of Directors Southern Africa (2016). King IV Report on Corporate Governance 2016 , 26. Retrieved 
from: https://c.ymcdn.com/sites/www.iodsa.co.za/resource/resmgr/king_iv/King_IV_Report/IoDSA_
King_IV_Report_-_WebVe.pdf

50. Institute of Directors Southern Africa (2016). King IV Report on Corporate Governance 2016,  26. Retrieved 
from: https://c.ymcdn.com/sites/www.iodsa.co.za/resource/resmgr/king_iv/King_IV_Report/IoDSA_
King_IV_Re port_-_WebVe.pdf

51. Notat, N., Sénard , J. (2018).  L’entreprise, objet d’intérêt collectif. Retrieved from: https://www.economie.
gouv.fr/files/files/PDF/2018/entreprise_objet_interet_collectif.pdf

52. Ibid, Proposal 1

53. Companies Act 2006 (UK) s.172. Retrieved from: https://www.legislation.gov.uk/ukpga/2006/46/
contents

https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
https://ssrn.com/abstract%3D2322680
http://eprints.lse.ac.uk/50438/1/__Libfile_repository_Content_Gerner-Beuerle%252C%2520C_Study%2520on%2520directors%25E2%2580%2599%2520duties%2520and%2520liability%2528lsero%2529.pdf
http://eprints.lse.ac.uk/50438/1/__Libfile_repository_Content_Gerner-Beuerle%252C%2520C_Study%2520on%2520directors%25E2%2580%2599%2520duties%2520and%2520liability%2528lsero%2529.pdf
http://eprints.lse.ac.uk/50438/1/__Libfile_repository_Content_Gerner-Beuerle%252C%2520C_Study%2520on%2520directors%25E2%2580%2599%2520duties%2520and%2520liability%2528lsero%2529.pdf
https://www.legislation.gov.uk/ukpga/2006/46/contents
https://www.legislation.gov.uk/ukpga/2006/46/contents
https://www.legislation.gov.uk/ukpga/2006/46/contents
https://www.legislation.gov.uk/ukpga/2006/46/contents
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/640631/corporate-governance-reform-government-response.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/640631/corporate-governance-reform-government-response.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/640631/corporate-governance-reform-government-response.pdf
https://publications.parliament.uk/pa/jt200910/jtselect/jtrights/5/5i.pdf
https://publications.parliament.uk/pa/jt200910/jtselect/jtrights/5/5i.pdf%20
https://papers.ssrn.com/sol3/papers.cfm%3Fabstract_id%3D1712794
https://papers.ssrn.com/sol3/papers.cfm%3Fabstract_id%3D1712794
https://papers.ssrn.com/sol3/papers.cfm%3Fabstract_id%3D1712794
https://papers.ssrn.com/sol3/papers.cfm%3Fabstract_id%3D1712794
https://ec.europa.eu/info/publications/180308-action-plan-sustainable-growth_en
https://ec.europa.eu/info/publications/180308-action-plan-sustainable-growth_en
http://www.austlii.edu.au/au/journals/UNSWLawJl/2012/15.pdf
http://www.mca.gov.in/Ministry/pdf/CompaniesAct2013.pdf
http://www.mca.gov.in/Ministry/pdf/CompaniesAct2013.pdf
https://www.law.ox.ac.uk/business-law-blog/blog/2016/08/directors%25E2%2580%2599-duties-and-stakeholder-interests-comparing-india-and
https://www.law.ox.ac.uk/business-law-blog/blog/2016/08/directors%25E2%2580%2599-duties-and-stakeholder-interests-comparing-india-and
https://c.ymcdn.com/sites/www.iodsa.co.za/resource/resmgr/king_iv/King_IV_Report/IoDSA_King_IV_Report_-_WebVe.pdf
https://c.ymcdn.com/sites/www.iodsa.co.za/resource/resmgr/king_iv/King_IV_Report/IoDSA_King_IV_Report_-_WebVe.pdf
https://c.ymcdn.com/sites/www.iodsa.co.za/resource/resmgr/king_iv/King_IV_Report/IoDSA_King_IV_Report_-_WebVe.pdf
https://c.ymcdn.com/sites/www.iodsa.co.za/resource/resmgr/king_iv/King_IV_Report/IoDSA_King_IV_Report_-_WebVe.pdf
https://www.economie.gouv.fr/files/files/PDF/2018/entreprise_objet_interet_collectif.pdf
https://www.economie.gouv.fr/files/files/PDF/2018/entreprise_objet_interet_collectif.pdf


References 35

54. Hong Kong Institute of Directors (2014).  Guide on Directors’ Duties (4th Edition), 43. Retrieved from: 
http://www.hkiod.com/guidelines-for-directors.html

55. Hong Kong Institute of Directors (2014). Guide on Directors’ Duties (4th Edition), 43. Retrieved from: 
http://www.hkiod.com/guidelines-for-directors.html .

56. Corporate Governance Code Monitoring Committee (2016).  Dutch Corporate Governance Code , Principle 
1.1 (Long Term Value Creation). Retrieved from: https://www.mccg.nl/?page=3779

57. Law No. 6,404/1976  (BRA) article 154. Retrieved from: http://www.cvm.gov.br/export/sites/cvm/sub-
portal_ingles/menu/investors/anexos/Law-6.404-ing.pdf

58. United Nations Human Rights Council (2011). Report on the Special Representative of the Secretary-General 
on the issue of human rights and transnational corporations and other business enterprises (A/HRC/17/31), 
19. Retrieved from United Nations Office of the High Commissioner of Human Rights  https://www.
ohchr.org/Documents/Issues/Business/A-HRC-17-31_AEV.pdf

59. Institute of Directors Southern Africa (2016).  King IV Report on Corporate Governance 2016,  25. Retrieved 
from: https://c.ymcdn.com/sites/www.iodsa.co.za/resource/resmgr/king_iv/King_IV_Report/IoDSA_
King_IV_Report_-_WebVe.pdf

60. For more on this, see 2018 address by Judge Professor Mervyn King, Chairman of the Council, IIRC, 
available from: http://integratedreporting.org/news/2018-address-by-judge-professor-mervyn-king-
chairman-of-the-counci l-iirc/

61. Jeffery, C. (2018).  Comparing the Implementation of the EU Non-Financial Reporting Directive, 2  and 
4. Retrieved from SSRN https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID3083368_code2614375.
pdf?abstractid=3083368&miri d=1&type=2 .

62. European Commission (2018). Frequently Asked Questions: Commission proposals on financing sus-
tainable growth. Retrieved from: http://europa.eu/rapid/press-release_MEMO-18-3730_en.htm

63. LOI n° 2015-992 du 17 août 2015 relative à la transition énergétique pour la croissance verte (FRA) 
article 173. Retrieved from: https://www.legifrance.gouv.fr/eli/loi/2015/8/17/DEVX1413992L/
jo#JORFARTI000031045547

64. Eccles, R. and Youmans, T. (2015).  Materiality in Corporate Governance: The Statement of Significant 
Audiences and Materiality (Working Paper 16-023). Retrieved from Harvard Business School http://www.
hbs.edu/faculty/Publication%20Files/16-023_f29dce5d-cbac-4840-8d5f-32b21e6f644e.pdf

65. Ministère de l’économies et des finances (2018).  Le Plan d’action pour la croissance et la transforma-
tion des entreprises présenté en Conseil des ministres,  71.  Available at: https://www.economie.gouv.fr/
plan-entreprises-pacte

66. Aegon is one of the companies that is already producing a Statement of Significant Audiences and 
Materiality. However, it is telling to see that ‘climate change’ whilst of relatively high importance to 
Aegon’s stakeholders, is marked as having relatively low importance to Aegon as a company, and as 
being a factor that Aegon has little or no control or influence over. Given that Aegon is an investment 
company with investments in the oil and gas industry, this is surprising. It is also informative that 
Aegon’s reference point for ‘long-term value’ refers to the benefits for customers and employers, but 
not to any other stakeholders, and expressly references the distribution to shareholders of 930 million 
euros to investors in 2016, through share buybacks and dividends, as an example of promoting long-
term value. Aegon’s Statement of Significant Audiences and Materiality is available at: https://www.
aegon.com/siteassets/investors--media/reports--sec-filings/aegon-annual-review-2016.pdf

67. Governing for the Long Term, 2015 Annual Corporate Directors’ Survey, PricewaterhouseCoopers LLP. 
Available at:  https://www.pwc.ie/publications/2015/annual-corporate-directors-survey.pdf  . See also 
PwC’s 2017 Annual Corporate Directors Survey, according to which 42% of the surveyed directors of 
U.S. public companies don’t think climate change should be taken into account at all when forming 
strategy. Available at: https://www.pwc.com/us/en/governance-insights-center/annual-corporate-
directors-survey/assets/pwc-2017-annual-corporate--directors--survey.pdf

68. Sjafjell, B., Johnston, A., Anker-Sorensen, L. and Millon, D. (2015). Shareholder primacy: the main barrier 
to sustainable companies. In B. Sjafjell, B. Richardson (Eds.), Company Law and Sustainability (p. 147). 
Cambridge, England: Cambridge University Press.

69. These are based on minimum social standards, drawn from the Sustainable Development Goals and 
include: food; health; education; income and work; peace and justice; political voice; social equality; 
gender equality, housing; networks; energy; and water. Further work could be done to link these social 
standards to existing obligations under international human rights law and environmental law.

70. Raworth, K. (2017).  Doughnut Economics.  London, Random House Business. The nine planetary 
boundaries are: climate change; ocean acidification; chemical pollution; nitrogen and phosphorus load-
ing; freshwater withdrawals; land conversion; biodiversity loss; air pollution; and ozone layer depletion.

http://www.hkiod.com/guidelines-for-directors.html
http://www.hkiod.com/guidelines-for-directors.html
https://www.mccg.nl/%3Fpage%3D3779
http://www.cvm.gov.br/export/sites/cvm/subportal_ingles/menu/investors/anexos/Law-6.404-ing.pdf
http://www.cvm.gov.br/export/sites/cvm/subportal_ingles/menu/investors/anexos/Law-6.404-ing.pdf
https://www.ohchr.org/Documents/Issues/Business/A-HRC-17-31_AEV.pdf
https://www.ohchr.org/Documents/Issues/Business/A-HRC-17-31_AEV.pdf
https://c.ymcdn.com/sites/www.iodsa.co.za/resource/resmgr/king_iv/King_IV_Report/IoDSA_King_IV_Report_-_WebVe.pdf
https://c.ymcdn.com/sites/www.iodsa.co.za/resource/resmgr/king_iv/King_IV_Report/IoDSA_King_IV_Report_-_WebVe.pdf
http://integratedreporting.org/news/2018-address-by-judge-professor-mervyn-king-chairman-of-the-council-iirc/
http://integratedreporting.org/news/2018-address-by-judge-professor-mervyn-king-chairman-of-the-council-iirc/
https://papers.ssrn.com/sol3/papers.cfm%3Fabstract_id%3D3083368
https://papers.ssrn.com/sol3/papers.cfm%3Fabstract_id%3D3083368
http://europa.eu/rapid/press-release_MEMO-18-3730_en.htm
https://www.legifrance.gouv.fr/eli/loi/2015/8/17/DEVX1413992L/jo%23JORFARTI000031045547
https://www.legifrance.gouv.fr/eli/loi/2015/8/17/DEVX1413992L/jo%23JORFARTI000031045547
http://www.hbs.edu/faculty/Publication%2520Files/16-023_f29dce5d-cbac-4840-8d5f-32b21e6f644e.pdf
http://www.hbs.edu/faculty/Publication%2520Files/16-023_f29dce5d-cbac-4840-8d5f-32b21e6f644e.pdf
https://www.economie.gouv.fr/plan-entreprises-pacte
https://www.economie.gouv.fr/plan-entreprises-pacte
https://www.aegon.com/siteassets/investors--media/reports--sec-filings/aegon-annual-review-2016.pdf
https://www.aegon.com/siteassets/investors--media/reports--sec-filings/aegon-annual-review-2016.pdf
https://www.pwc.ie/publications/2015/annual-corporate-directors-survey.pdf
https://www.pwc.com/us/en/governance-insights-center/annual-corporate-directors-survey/assets/pwc-2017-annual-corporate--directors--survey.pdf
https://www.pwc.com/us/en/governance-insights-center/annual-corporate-directors-survey/assets/pwc-2017-annual-corporate--directors--survey.pdf


36 Redefining directors’ duties in the EU to promote long-termism and sustainability

71. It should be noted that this classification system may be useful in feeding into the EU’s exploration of 
the definition of ‘sustainable’ for the purposes of developing an appropriate taxonomy for the term and 
assessing the scope of materiality.

72. Hyde, R. Industries that will benefit from global warming. Investopedia. Retrieved from: https://www.
investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp

73. Companies Law of the People’s Republic of China (CHIN-PR) article 5. Retrieved from: https://www.
accaglobal.com/content/dam/acca/global/pdf/ChinaCompanyLaw2006.pdf 

74. Ministère de l’économies et des finances (2018).  Le Plan d’action pour la croissance et la transfor-
mation des entreprises présenté en Conseil des ministres. Available at: https://www.economie.gouv.fr/
plan-entreprises-pacte

75. Furlong. H. (2016). Study: Companies Failing to Report Their Impact against Planetary Boundaries. 
Retrieved from: http://www.sustainablebrands.com/news_and_views/stakeholder_trends_insights/
hannah_furlong/study_companies_failing_report_their_impac

76. ibid.

77. Commission des affaires extérieures du Conseil national (2012).  Rapport de droit comparé. Mécanismes 
de diligence en matière de droits de l’homme et d’environnement en rapport avec les activités d’entreprises 
suisses à l’étranger, 9. Retrieved from: http://www.ejpd.admin.ch/dam/data/bj/aktuell/news/2014/2014-
05-28/ber-apk-nr-f.pdf

78. Bueno, N. (2018). The Swiss Popular Initiative on Responsible Business: From Responsibility to Liability. 
In Enneking L.F.H, et al. (Eds.). (Forthcoming). Accountability and International Business Operations: 
Providing Justice for Corporate Violations of Human Rights and Environmental Standards. London: 
Routledge. Retrieved from: SSRN https://ssrn.com/abstract=3125672

79. Bueno, N. (2018). The Swiss Popular Initiative on Responsible Business: From Responsibility to Liability, 
21. In Enneking L.F.H, et al. (Eds.). (Forthcoming). Accountability and International Business Operations: 
Providing Justice for Corporate Violations of Human Rights and Environmental Standards. London: 
Routledge. Retrieved from: SSRN https://ssrn.com/abstract=3125672

80. This proposal is available here: http://konzern-initiative.ch/?lang=en For comparative analysis of the 
French duty of vigilance law, the Swiss Responsible Business Initiative and other human rights due 
diligence based laws in Europe, see  Bueno, N. (2018). The Swiss Popular Initiative on Responsible 
Business: From Responsibility to Liability. In Enneking L.F.H, et al. (Eds.). (Forthcoming). Accountability 
and International Business Operations: Providing Justice for Corporate Violations of Human Rights and 
Environmental Standards. London: Routledge. Retrieved from: SSRN https://ssrn.com/abstract=3125672

81. European Commission Internal Market and Services (2011). Report of the Reflection Group on the Future 
of EU Company Law, 3. Retreived from: http://ec.europa.eu/internal_market/company/docs/modern/
reflectiongroup_report_en.pdf

82. Articles of Association of Novonordisk A/S, article 2.1. Retrieved from: https://www.novonordisk.com/
content/dam/Denmark/HQ/aboutus/documents/corporate-governance/articles-of-association-novo-
nordisk.pdf

83. Articles of Association of Triodos Bank N.V., article 2(2). Retrieved from: https://www.triodos.co.uk/
downloads/articles-of-association-triodos-bank-NV.pdf?audience=AboutTriodos

84. Sjåfjell, B. and Anker-Sørensen, L. (2013). The Duties of the Board and Corporate Social Responsibility 
(CSR), 23. In Birkmose, H., Neville, M. and Sørensen, K. (Eds.). (2013).  Boards of directors in European 
companies – reshaping and harmonising their organisation and duties, Kluwer Law International; University 
of Oslo Faculty of Law Legal Studies Research Paper Series No. 2013-26; Nordic & European Company 
Law Working Paper No. 10-40. Retrieved from: https://ssrn.com/abstract=2322680

https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
https://www.investopedia.com/articles/investing/092215/industries-will-benefit-global-warming.asp
http://ec.europa.eu/internal_market/company/docs/modern/reflectiongroup_report_en.pdf
http://ec.europa.eu/internal_market/company/docs/modern/reflectiongroup_report_en.pdf
https://www.novonordisk.com/content/dam/Denmark/HQ/aboutus/documents/corporate-governance/articles-of-association-novo-nordisk.pdf
https://www.novonordisk.com/content/dam/Denmark/HQ/aboutus/documents/corporate-governance/articles-of-association-novo-nordisk.pdf
https://www.novonordisk.com/content/dam/Denmark/HQ/aboutus/documents/corporate-governance/articles-of-association-novo-nordisk.pdf
https://www.triodos.co.uk/downloads/articles-of-association-triodos-bank-NV.pdf%3Faudience%3DAboutTriodos
https://www.triodos.co.uk/downloads/articles-of-association-triodos-bank-NV.pdf%3Faudience%3DAboutTriodos
https://ssrn.com/abstract%3D2322680


37



www.purposeofcorporation.org 
http://en.frankbold.org

www.frankbold.org
http://en.frankbold.org/

	Executive Summary
	Introduction
	Section B                   Clarifying the duty to act in and promote the interests of the company
	Section C                  Developing directors’ duties to promote the long-term success of the comp
	Section D                  Wider company law considerations in relation to the social purpose of the
	Conclusions 
	References

