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Does Shareholder Value Maximization Destroy or Create Jobs? 
 
Ralf Hafner, HTW Berlin 
 
 
 
Most models we use in corporate finance implicitly assume that the objective of 
running a firm is to maximize its value. Shareholder value maximization on the other 
hand is far away from being popular or generally accepted, be it within academia 
and even more in public. The acquisition of Opel by Peugeot is a current topic in 
Germany: 1.7 billion Euro of expected annual synergies to be realized until 2026 – 
difficult to imagine that this can be achieved without cutting jobs. Grist to the mill for 
those who consider shareholder value maximization as the root of all evil. 
 
What I ask my students (who come from all over the world) to do when we discuss 
the “one and only” objective in corporate finance in class is to identify the five 
companies in their home countries with the biggest increase in shareholder value in 
the past five or ten years and analyze whether this growth was achieved at the cost of 
employment. The idea is to get a sense whether examples like Opel/Peugeot are 
more an exception than the rule or not. And in preparation for my class I do this for 
Germany, where I look at the DAX companies. I gather 

• number of employees 

• market capitalization (i.e. market value of equity, the value attributable to the 
shareholders) 

and compare actuals with figures five and ten years back. 
 
I am aware that this comes with inaccuracies and a lot of statistical noise. You can 
argue about the sample size, the selection of market capitalization and number of 
employees as proxies for the creation of shareholder value and employment as both 
can be affected by events that as such don’t necessarily create or destroy jobs and 
value like mergers or divestments. But you must start somewhere, and this is what I 
get in early March 2017: 
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There are companies that 

• explicitly commit themselves to shareholder value maximization and act 
accordingly, 

• state that their objective is to maximize shareholder value but follow different 
objectives, 

• do not commit themselves to shareholder value maximization and follow 
other objectives like stakeholder value maximization. 

 
Analyzing the market capitalization without any alignment to the stated objective of 
the company’s management might be problematic. The same applies to the usage of 
the unmodified employment data. In our example, a large part of the increase in 
employees at Volkswagen is a result of the full consolidation of Porsche Holding and 
MAN. Nevertheless, I use market capitalization and the number of employees 
published in the companies’ accounts as proxies – if you have better measures to 
answer the question put up, please feel free to use them. 
 
Comparing actuals with figures of five years back and running a regression leads to 
the following result: 
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With all restraint (sample size etc.), there appears to be a positive correlation between 
market capitalization and number of employees. The r square of 25% is certainly not 
convincing, but the t-statistic of 3.0 suggests relevance. You may argue that this is 
nothing else than stating the obvious as companies with a larger market 
capitalization in general tend to be larger, and larger companies tend to have more 
employees. But let’s look at the top five performers of the last five years in terms of 
increase in market capitalization in percent: 
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All five created a significant number of jobs, both in absolute and in relative terms. 
And here are the top five performers over the past ten years:  
 

 
 
Three out of five companies are on both lists, the job creation is impressive and all 
companies appear on the “best employers” rankings published from several sources. 
So, they do not only generate jobs, it should (at least for most of the employees) be 
fun to work there, i.e. they treat their employees well. 
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The correlation between change in market capitalization and change in number of 
employees is stronger for the ten-year analysis compared to the five-year analysis (t-
statistic is 3.84). 
 
Bottom line, the analysis gives me confidence that cases like Opel are the exception 
and not the rule when it comes to the negative effects of shareholder value on 
employment. Opel must increase its efficiency to maintain its market position and to 
secure as many jobs as possible. I know this does not help the employees and their 
families that will be laid off, but if the management does not act now, all jobs will be 
at risk. 
 
There is evidence to make a general statement, that companies that increase 
shareholder value also increase their employee base. 
 
 
 


