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3 shifts

 From financial capitalism to

inclusive capitalism

 From short-term profit to long-

term sustainable value creation

 From siloed thinking to integrated 

thinking

6 capitals

financial

manufactured

intellectual

human

natural

social & relationship
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… our clients - who are your companies owners - are asking you to 

demonstrate the leadership and clarity that will drive not only their 

own investment returns, but also the prosperity and security of 

their fellow citizens. 
Larry Fink, CEO of 

BlackRock
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November 2016: 

King IV Report on Corporate

Governance for South Africa

 Ethical and efficient

 Outcomes based

 Apply and explain

July 2018: 

Revised UK Corporate 

Governance code: 

 Workforce and stakeholders

 Culture

 Succession planning and 

diversity

 Remuneration

From profit to value: It’s time to rethink corporate governance

August 2018: 

Revised Code of Corporate 

Governance Singapore: 

 Responsibility for the long-

term success of the company

 Culture, values and ethical 

standards of conduct

 Independence and diversity 
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Professor Mervyn E. King, 

Chair King Committee on 

Corporate Governance for 

South Africa, Chair 

FutureBoards Advisory 

Board 
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Corporate Legal Advisers

INCAPACITATED PERSON

Young healthy individual, soul and heart in the body

Incapacitated of mind

Artificial person no heart, mind or soul

Directors become the heart, mind, soul and conscience

Content to a director’s duties of good faith, care, skill and 
diligence
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Corporate Legal Advisers

THE PRIMACY OF SHAREHOLDERS REINFORCED

 The Dodge Brothers vs Henry Ford 1919 – minority shareholder

 Ford wanted to use profits to pay better wages 

 Court ordered Ford to discharge its primary duty to shareholders and pay a 
special dividend

 So thinking was directors had to act in the best interests of the 
shareholders - primacy

 Corporate success was equated with share price

 There was a focus on the AFS

 The financial manager became known as the CFO
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Corporate Legal Advisers

OWNERSHIP?

Shareholders are “the owners of the business” and the responsibility of the 
corporate executive is to “conduct the business in accordance with their 
designs, which generally will be to make as much money as possible while 
conforming to the basic rules of society ….  There is one and only one 
responsibility of business – to use its resources and engage in activities 
designed to increase its profits as long as it stays within the rules of the game 
….”  Friedman

 Tacit – company not part of society

 Principal (shareholders)  agent (directors and managers)
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Corporate Legal Advisers

OWNERSHIP

Entitles one to consume, waste or destroy a thing

Shareholders have shares

They own the shares

Evidence of a conglomeration of important incorporeal rights –
purpose, vote, dividends

They do not own the company

The company, a sovereign person
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Corporate Legal Advisers

OWNERSHIP MYTH DEBUNKED

 Shareholders no rights:

To possess the company’s assets

To use the company’s assets

To manage the business of the company

To the income of the company

 Shareholders have no duty or responsibility to the company

 Representative shareholder duty of RI to their ultimate beneficiary hence 
UNPRI

 Practising RI a driver of quality governance
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Corporate Legal Advisers

THE ERROR OF CORPORATE LEADERS

Duty to the company not shareholders

Agency theory requires directors to obey

 Independence of mind fettered

A company’s health not its shareholder’s wealth

Time has come to challenge maximising shareholder value

Distracts boards from building the company’s health

Professors Stout (Cornell) and Paine (Harvard)
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Corporate Legal Advisers

All organizations depend on a variety of resources and 

relationships for their success. These resources and relationships 

can be conceived as different forms of “capital”. 

Source: Incite  Sustainability 2.0: A Guide to Competing in a Changing World
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Corporate Legal Advisers

FROM PROFIT TO VALUE

From Friedman’s “free” economy profits

 21st century sustainable value creation by a company

Historically book value – the difference between total assets and  total 
liabilities

Book value greater or less than the market value

Value of money – the present value of discounted future cash flows

All through a financial lens

Shareholder centric governance model

Unsustainable development
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COMPONENTS OF MARKET VALUE

Source: OCEAN TOMO LLC

January 1,2015
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Corporate Legal Advisers

INTANGIBLE ASSETS

Ecological overshoot and population explosion

Strategy – long term value creation

Reputation – perceptions of stakeholders

Supply chain – legitimacy of operations

Human rights – child labour

Stakeholder relationships – civil society

Positive and negative impacts on triple context

The quality of governance of the organisation

How does the company make its money?
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Corporate Legal Advisers

INNOVATIONS IN CORPORATE REPORTING AT 
BEGINNING OF 21ST CENTURY

Enhanced business reporting

Balanced score cards

Triple bottom line – theory - context

Sustainability reporting

Each trying to communicate value creation
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Corporate Legal Advisers

BEYOND FINANCIAL REPORTING

Triple context – dimensions – SDG’s

Reporting in monetary terms

FR critical but not sufficient

SR critical but not sufficient

The two in silos divorced from reality
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Corporate Legal Advisers

VALUE TODAY

 In a resource constrained world with increasing population

 How does the company make its money?

 The positive and negative impacts on the triple aspects from the company’s business 
model and outputs  – financial, social and environmental

 Enhancing the positives, eradicating or ameliorating the negatives

 Embedding sustainability issues into strategy

 As water is critical to the beverage manufacturer

 Now value is seen through a value creation lens in a resource constrained world

 In the long term better interests of shareholders
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Corporate Legal Advisers

SECOND DECADE OF 21ST CENTURY

King III – IR recommended

2009 – UNCTAD and IFAC at Geneva

Chatham House Rules

Financial reporting critical but not sufficient

2010 – IIRC formed at St James’ Palace

 IRC SA IR guidelines

SASB formed

2013 – December, IIRC Framework 

2016 – GRI Standards
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Corporate Legal Advisers

Financial Manufactured Human Intellectual SocialNatural

THE SIX CAPITALS
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Corporate Legal Advisers

AN ORGANISATION’S VALUE CREATION 
PROCESS
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Corporate Legal Advisers

INTEGRATED THINKING 

Understanding, knowing and then planning:

 How the company makes it money?

 How the company will sustain value  creation in the long 
term?

Board should determine, inputs, how, outputs and 
outcomes 
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Corporate Legal Advisers

INTEGRATED THINKING 

Every company dependent on relationships and sources of value 
creation

Mindset change at board & senior management level, including the CFO

Symphony of resources and relationships

Knowledge of stakeholders’ legitimate NIE’s

Greater stakeholder expectations

Agenda items: Inputs to outcomes

stakeholder relationships   

 Revolutionary immensity
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Corporate Legal Advisers

FIRST STAGE OF IT

Einstein’s definition of insanity – “Doing something over 
and over again and expecting a different result.”

Belief only financial capital

Can determine value creation

Result could be destruction of value
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Corporate Legal Advisers

SECOND STAGE OF IT

There is a problem

New solution required

But based on old thinking

Einstein: “We cannot solve our problems with the same thinking we 
used when we created them.”

Strategy only considers financial capital

Sustainability issues material to business not linked to strategy

Sustainability issues not embedded in strategy
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Corporate Legal Advisers

THIRD STAGE OF IT

 All 6 capitals considered

 Symphony of resources and relationships

 Business model – how does organisation make its money 

 Informed decision making – data overload - analytics

 Three agenda items

 Knowledge must not be lost in information

 Value creation, increases, decreases or transformation

 Caused by how, outputs and outcomes, internal and external
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Corporate Legal Advisers

CORPORATE TOOL BOX

 Ethical effective leadership

 Adequate and effective controls

 Informed oversight

 Changed agendas

 Sustainability issues and outcomes embedded into strategy

 Performance and value creation in a sustainable manner

 Knowledge not lost in information

 Trust and confidence in the corporation

 Legitimacy of operations
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Corporate Legal Advisers

CHANGING TIMES

The world - not what it used to be

Strategy – not what it used to be

Taxation – not what it used to be

Stakeholders – not what they used to be

Transparency – not what it used to be

Value – not what it used to be

Raising capital – not what it used to be

Reporting – not what it used to be
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Corporate Legal Advisers

CHANGING APPROACHES

Mindset changes

Capitals and stakeholder relationships

Population growth and diminishing natural assets

Greater stakeholder expectations

Responsible investment –UNPRI

Financial capital to inclusive capital

Short term capital to sustainable capital

Outcomes based approach to governance
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Corporate Legal Advisers

COMPANY CENTRIC

 What are common sense principles of corporate governance in this 
changed corporate world?

 I C R A F T 

 It must be company centric

 Has to be in the context of value creation in a sustainable manner – the 
health of the company

 It has to be mindful and a value add with positive outcomes for the 
company

 Cannot be a mindless check list approach

 SDG’s “indivisible and integrated”
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Corporate Legal Advisers

ORIGINAL THINKING

Inclusive company centric model

16 basic good governance principles – King IV

To achieve four outcomes

Regimen of apply and explain

Equal consideration to the sources of value creation and 
stakeholder relationships in the decision making process in 
the best interests of the company

(King IV)
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Corporate Legal Advisers

FOUR OUTCOMES

Ethical culture and effective leadership

Performance and value creation in a sustainable manner

Adequate and effective controls/oversight

Trust, confidence and legitimacy of operations

(King IV)
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Corporate Legal Advisers

CONCEPTS ON WHICH 
KING IV IS BASED
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Corporate Legal Advisers

DIRECTORS’ DUTIES

Good faith and loyalty

Care, skill and diligence

Owed to company

Accountable to company

Through company to stakeholders

The ultimate compliance officers
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Corporate Legal Advisers

CONCEPTS ON WHICH MODERN GOVERNANCE 
SHOULD BE BASED

Sustainable development

Company integral part of society

Corporate citizenship

Stakeholder inclusivity

Mindful vs mindless checklist

Outcomes based

 Integrated thinking at the heart of a company centric governance 
model

Revolutionary immensity
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Corporate Legal Advisers

NELSON MANDELA

“Action without vision is only passing time, vision 
without action is merely day dreaming, but vision with 
action can change the world.”

Outcomes based governance is vision with action

41



Corporate Legal Advisers

CONCLUSION

 The vision must be to have a company centric governance model which 
moves away from yesterday’s primacy of the shareholder.  It needs to be 
implemented mindfully to achieve the four outcomes of effective 
leadership, value creation, adequate controls and legitimacy of operations

 We don’t have to grope in the dark

We have the light – the IIRC Framework of December 2013 and outcomes 
based governance

 ICRAFT

 The outraged conscience of the world
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THANK YOU

Prof Mervyn E King SC



Contact/
Turid Elisabeth Solvang, founder/CEO

turid.solvang@futureboards.no | +47 91 789 435

www.futureboards.no

Futureboards

Slemdalsveien 70

NO-0370 Oslo

Action without vision is only passing 

time, 

vision without action is merely day dreaming, 

but vision with action can change the world

Nelson Mandela
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