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Hello, my name is Kai Thompson, and I would like to welcome you to my VLOG related to the leadership challenge of Short-termism. 
But first like to examine the idea of 'Value Creation' as it is highly relevant to the surrounding themes of short-termism, leadership, and sustainability. 
The concept of 'Value Creation' determines those risks and opportunities an enterprise is willing to take, who becomes a recipient of risks or opportunities, and ultimately, the timescales involved. The culmination of these leadership decisions is an organisations' 'Value Network'. Evans et al. explains that most organisations' Value Network' is based upon Shareholder Capitalism (Evans, et al., 2017). This approach is characterised by economic definitions of value, whereby shareholders experience most of the immediate upside gains whilst society takes on the risk in the long run (Kavanagh & Veldman, 2020). 
Contrary to this approach is the World Economic Forum's 'Stakeholder Capitalism' system, where organisations seek long-term value creation by considering the needs of their stakeholders and society at large (Schwab & Vanham, 2021). McKinsey & Company,  Ernst & Young and PWC all credit WEF's framework of stakeholder capitalism as a mechanism to achieve long-term value creation across a spectrum of sustainability outcomes as required by the Sustainable Development Goals (McKinsey & Company, 2020) (Hsu, et al., 2021) (PWC, 2021). In many respects, creating long-term value for a broad range of stakeholders has become an inherent part of the sustainability discussion in 2022. 
However, by necessity, redefining 'value' in contexts other than the maximisation of shareholder profit requires corporations to look at their risks and opportunities in a different light and over new timescales. There are inevitable 'trade-offs' in transitioning from shareholder capitalism as shareholder and stakeholder material interests are not necessarily the same. As described by proponents of the concept (Like McKinsey & Company, 2020) (Hsu, et al., 2021), one of the most significant trade-offs is between short-termism and long-term leadership approaches and strategies. 
This V-Log shall explore the leadership challenges surrounding the phenomenon of short-termism, including some of its alluring qualities that cause this approach to be frequently adopted by management teams and subsequent conflicts with long-term business sustainability strategies. 
As is the case, the course of action that is most effective in the long term is not always the most suitable in the short-term. Herein lies a leadership challenge and a significant conundrum for sustainability. Jack Welch, CEO of General Electric, encapsulates the tricky nature of this juggling act with his quote;
'Anybody can manage short. Anybody can manage long. Balancing those two things is what management is' – - Jack Welch, General Electric CEO (Ernst&Young Global Limited, 2014)
To paraphrase a Forbes magazine editor, excessive focus on short-term results at the expense of long-term interest is not necessarily desirable. However, it is often a luring temptation for leadership teams (Denning, 2017). 
The UN elaborates on this, explaining that short-term leadership styles can result from external investors concentrating too much on quarterly earnings and not enough on strategy, fundamentals, and long-term value creation (Principles for Responsible Investment, 2017). Business leaders then find refuge by reducing expenditure in areas that do not deliver immediate results, such as research and development, training, and other long-termer innovation opportunities. 
These leadership decisions can often be detrimental to longer-term strategies like sustainability. For example, the latest IPCC Climate Change Report (2021) denotes innovation, research, and development as enablers and catalysts for climate change adaptation and mitigation for business (IPCC, 2021). Emphasising this point, the UN perceives the significance of innovation as significant enough to merit its own Sustainable Development Goal (SDG9) (United Nations, 2017). Other examples of cost-cutting, like outsourcing operations to areas of lower labour costs, are also understood to further perpetuate societal equity imbalances (Bedenik, 2015).  
As a leadership challenge, there is evidence of discourse between an overemphasis on short-term business performance and the effect this has on known enablers of sustainable development. 
This dilemma may sound like the latest way to package an age-old sustainability predicament of balancing the triple bottom line of business. However, it is not as fiercely contested as you might think. 
Even those stakeholders most concerned with the near-term economic outcomes of business performance recognise the need for a paradigm shift. For example, active and passive investors seek companies with 'statements of purpose' and an appreciation for ESG material topics that may affect financial performance in an 'integrated format' (Eccles & Klimenko, 2019). This is a growing trend amongst the most popular investment portfolios. The Harvard Business Review considers this a sign that investors are transitioning from an exclusive focus on quarterly results and towards the concept of long-term value creation potential (Eccles & Klimenko, 2019). Short-termism is also intrinsically linked to the 2007 global financial crisis. (Kavanagh & Veldman, 2020). Another reason key players such as the Blackrock Chief Executive, the Bank of England Chief Economist, and the US Roundtable acknowledge short-term, shareholder-primacy business models as detrimental to a business and economic longevity (Kavanagh & Veldman, 2020).
Leadership teams don't have to look further than their last paycheck to find other drivers of short-termism. In a survey performed by the University of Technology, Sydney, CEOs, and Chairs from listed Australian companies identified pay structures as a catalyst for short-term thinking. Interviewees pointed out that many executives have compensation structures geared towards short-term deliverables and immediate outcomes. The study's authors explain that this has created a risk-averse attitude towards innovation in Australia (Leung, et al., 2016). Another study by the Harvard Business Review showed that 82% of CEO pay in America comes from near-time performance metrics like Stock-based pay (Denning, 2017). These pay structures reinforce external influences incentivising CEOs to fixate on short-term results and creating reluctance towards non-revenue generating business functions like innovation and research.
Despite these conflicts and arguments presented, the notion that corporations should dismiss the importance of creating short-term value is not where we have arrived. As Jochem Seal puts it, short-term revenue is necessary for innovation to occur (Jochem, Saal, 2021). 
To understand this Leadership challenge, one must distinguish between creating short-term value, which is not detrimental to sustainability and the self-sabotaging effects of deploying short-termism leadership approaches which is a form of value destruction (European Corporate Governance Institute, 2020).  
Therefore, the challenge for leadership teams is not to neglect the need to create short-term value but to delineate the means, timeframes and to whom value is delivered. And at what cost. By redefining and better understanding the terms of value creation, leaders can orchestrate strategies and value propositions that can be sustained over the course of decades and meet the needs of broader stakeholder groups. 
Whilst short-term value creation and sustainability are codependent; the same cannot be said for the relationship between short-termism leadership approaches and long-term value proposals that support the triple bottom line.  
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