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Abstract 

This study examines Associated British Foods PLC's (ABF) performance in maximizing 

shareholder wealth over a five-year period from 2017 to 2021. Utilizing a mixed-method 

approach combining quantitative financial analysis with qualitative assessment of strategic 

factors, the research investigates ABF's share price performance, dividend policies, and key 

financial ratios. The study also compares ABF's performance with its industry peer, J 

Sainsbury PLC, to provide context within the competitive landscape. Findings reveal that 

despite initial underperformance against the FTSE 350 index, ABF demonstrated significant 

recovery, particularly in 2021/22, with improved share price performance and dividend 

payouts. The company consistently maintained higher net profit margins and lower debt 

ratios compared to its competitor, indicating effective cost management and a conservative 

financial structure. ABF's diversified portfolio and focus on innovation and sustainability 

appear to have contributed to its resilience and ability to create shareholder value. However, 

areas for improvement, such as asset utilization efficiency, were identified. This research 

contributes to the understanding of shareholder value creation strategies in the food and retail 

sectors, offering insights for both academics and practitioners in the field of corporate finance 

and strategic management. 

Keywords: Shareholder wealth maximization, Associated British foods, Financial 

performance, Dividend policy, Corporate strategy, Competitive analysis, Sustainability, 

Innovation, Food and retail industry 
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1. Introduction 

The concept of shareholder wealth maximization has long been a cornerstone of corporate 

finance and management theory. This principle, which posits that a company's primary 

objective should be to increase the wealth of its shareholders, has been the subject of 

extensive debate and research in academic and business circles alike. As Denis (2016) 

articulates, many authors consider the maximization of shareholder wealth to be the 

fundamental goal of a corporation. This objective is typically measured through market 

capitalization, which reflects a company's equity value and overall worth. However, the 

pursuit of shareholder wealth maximization extends beyond mere financial gains, 

encompassing various aspects of business management, including operations, finance, and 

strategy. 

In recent years, the shareholder theory, which underpins the concept of wealth maximization, 

has faced scrutiny and criticism. Critics argue that this approach is excessively individualistic 

and falls short ethically, economically, socially, and financially. They contend that such a 

focus on profit prioritizes shareholders over the broader community, challenging the viability 

of profit maximization as a central objective for private enterprises (Ugbeta, 2021). This 

ongoing debate underscores the complexity and relevance of shareholder wealth 

maximization in contemporary business practices. 

Within this context, this study focuses on Associated British Foods PLC (ABF), a prominent 

global food processing and retailing company, as a case study to examine the practical 

application and implications of shareholder wealth maximization strategies. Headquartered in 

London, UK, ABF operates globally through distinct divisions—ingredients, grocery, and 

retail. The company holds a significant global position in the ingredients sector, ranking 

second in sugar and baker's yeast production, while also playing a crucial role in 

manufacturing alternative components like emulsifiers, enzymes, and lactose. In the grocery 

domain, ABF is a notable producer of items under its proprietary labels and engages in 

private branding, featuring well-recognized names such as Mazola, Ovaltine, Ryvita, Jordans, 

Kingsmill, and Twinings. The company's retail segment includes Primark, a retail chain 

distributed across countries like Germany, Ireland, the Netherlands, Spain, and the United 

Kingdom. ABF's operations span 53 countries and employ over 128,000 individuals, 

showcasing its broad global presence and workforce impact (ABF, 2023). 

The primary objective of this research is to assess ABF's capacity to increase shareholder 

value over a five-year period, from 2017 to 2021. This study aims to establish a direct 

connection between the company's operational and strategic decisions and its ability to 

generate profits and wealth for its investors through the analysis of financial data. The 

research seeks to evaluate shareholders' wealth maximization from both short-term and 

long-term perspectives, considering the complex regulatory landscape and geopolitical 

uncertainties that characterize ABF's operational environment. 

Specifically, this study aims to: 

1. Examine the pertinent research on maximizing shareholder wealth, noting differing 
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viewpoints and divergent opinions. 

2. Analyze Associated British Foods plc's approach to company management and value 

creation by examining the economic and industrial variables in which it operates. 

3. Examine the five-year (2017-2021) financial performance of Associated British Foods 

plc. 

The significance of this research lies in its potential to provide insights into the practical 

application of shareholder wealth maximization strategies in a complex, multinational 

business environment. By focusing on ABF, a company operating in diverse sectors and 

geographical regions, this study offers a nuanced perspective on the challenges and 

opportunities associated with balancing shareholder interests with broader stakeholder 

concerns. 

Methodologically, this study employs a case study approach that combines quantitative and 

qualitative data analysis. The research design incorporates a comprehensive literature review, 

gathering information from academic sources, financial records, news releases, research 

journals, and reliable websites. Quantitative and qualitative data are collected from annual 

reports, official financial websites, press releases, and trustworthy financial sources. The data 

analysis involves a thorough examination of trends, with findings presented using tables and 

line graphs for clarity and visual representation. 

The case study methodology focuses on ABF, comparing its financials to a peer company 

using key profitability ratios. This comparative analysis provides a contextual understanding 

of ABF's performance within its industry. The study concludes with a discussion and 

evaluation of the results, assessing their implications for maximizing shareholder wealth. 

Finally, the findings of this study have the potential to inform both academic understanding 

and business practices in the realm of corporate finance and strategic management. 

2. Literature Review 

2.1 Shareholder Wealth Maximization Theory 

The concept of shareholder wealth maximization has been a cornerstone of corporate finance 

theory for decades. This theory posits that the primary objective of a corporation is to 

maximize the wealth of its shareholders through profit-making activities. The shareholder 

theory, which underpins this concept, aligns with the idea that maximizing returns for 

shareholders results in increased value creation. This viewpoint was famously supported by 

economist Milton Friedman, who asserted that "the social obligation of business is to 

maximize profits" (Friedman, 1970). 

The theoretical foundation of shareholder wealth maximization is rooted in the principle that 

shareholders, as residual claimants, bear the ultimate risk of the firm's operations. Meyerson 

(2014) defines Shareholder Wealth Maximization (SWM) as the residual claim of a 

company's proprietors after satisfying obligations to creditors, taxes, and warranties. This 

perspective is closely aligned with agency theory, which views managers as representatives 

of shareholders, with a fiduciary duty to act in their best interests (Dodd, 1932). 



International Journal of Accounting and Financial Reporting 

ISSN 2162-3082 

2024, Vol. 14, No. 4 

http://ijafr.macrothink.org 50 

However, the shareholder wealth maximization theory is not without its critics. Detractors 

argue that this approach is excessively individualistic and falls short ethically, economically, 

socially, and financially. Critics contend that such a focus on profit prioritizes shareholders 

over the broader community, challenging the viability of profit maximization as a central 

objective for private enterprises (Ugbeta, 2021). This critique has given rise to alternative 

perspectives, such as stakeholder theory, which argues for prioritizing the needs of all 

stakeholders to ensure long-term success and growth (Darden Ideas to Action, 2019). 

The debate surrounding shareholder wealth maximization theory highlights the complex 

interplay between corporate financial objectives and broader societal responsibilities. As 

corporations navigate an increasingly complex global business environment, the 

interpretation and application of this theory continue to evolve. 

Despite the strong theoretical grounding of shareholder wealth maximization in the extant 

literature, there are a few critical gaps in this literature. First, the majority of studies focus on 

developed markets, with limited work on how this theory applies in emerging economies with 

different institutional frameworks. Second, the interaction between shareholder wealth 

maximization and modern stakeholder concerns, particularly ESG factors, remains 

inadequately addressed. Third, much of the existing literature treats shareholder wealth 

maximization as a static concept, ignoring how it changes over time in response to changing 

market dynamics and societal expectations. 

This paper fills these gaps by investigating Associated British Foods PLC, which operates in 

both developed and emerging markets, hence showing how shareholder wealth maximization 

principles are adapted to different economic contexts. Furthermore, through an investigation 

into the 2017-2021 period, this research maps out the development of Shareholder Value 

creation strategies by a company during a time of considerable global changes with the 

COVID-19 pandemic and increasingly important sustainability concerns. 

2.2 Methods of Estimating Shareholder Wealth 

The estimation of shareholder wealth is a critical aspect of corporate performance 

measurement. Several methods have been developed to quantify and assess the creation of 

shareholder value. This section examines three comprehensive approaches: Total Shareholder 

Return (TSR), Strategic Profit Model (SPM), and Economic Value Added (EVA). 

 Total Shareholder Return (TSR) 

Total Shareholder Return is a holistic measure that indicates the percentage return for 

investors in a company (Burgman & Van Clieaf, 2012). The TSR formula considers two 

primary components: capital gains and dividends.  

TSR = (Dividend + (Closing Share Price - Opening Share Price)) / Opening Share Price 

Dividends represent earnings from the previous year distributed to proprietors instead of 

being retained. While short-term dividends benefit shareholders, they might sacrifice more 

significant long-term returns. Ideally, a corporation should allocate income to shareholders 

after considering all profitable projects that could generate future value (Smith, 2009). 



International Journal of Accounting and Financial Reporting 

ISSN 2162-3082 

2024, Vol. 14, No. 4 

http://ijafr.macrothink.org 51 

The capital gains component of TSR is derived from increased share prices, influenced by 

factors related to performance, finance, and strategic considerations. TSR provides a 

straightforward representation of the total earnings generated for investors and demonstrates 

how the market evaluates a company's performance over a specific period. 

However, TSR has limitations. It is calculated at the corporate level for publicly traded firms 

and does not apply at the divisional level. Additionally, TSR applies only to investments that 

receive one or more cash inflows after acquisition. Furthermore, as an externally oriented 

measure, TSR might be adversely affected if a fundamentally sound company's share price 

experiences a significant short-term decline due to negative press or unusual market behavior. 

 Strategic Profit Model (SPM) 

The Strategic Profit Model calculates a corporation's return on net worth (RONW), serving as 

a tool to determine changes in a company's shareholder value. RONW comprises three 

primary elements: net revenue, asset turnover, and financial leverage. 

Net revenue, the difference between sales and expenses, plays a crucial role. The net profit 

margin, representing net profit as a percentage of sales, is linked to net revenue. This metric 

assesses the company's efficiency in producing and selling its products. 

Asset turnover, derived by dividing sales by total assets, illustrates how effectively a 

company utilizes its assets to achieve specific sales levels. The return on assets (ROA) is 

calculated by multiplying the net profit margin by the asset turnover. Financial leverage is 

another crucial aspect, representing the relationship between total equity (liabilities and 

shareholder's equity) and the shareholder's investment. RONW is computed by multiplying 

the return on assets by financial leverage, showcasing how effectively a company employs its 

shareholders' investment. 

 Economic Value Added (EVA) 

Developed by Stern Stewart and Company, Economic Value Added (EVA) is a 

decision-making tool that combines two fundamental financial concepts: the aim to optimize 

shareholder value and the principle that a firm's value is determined by whether shareholders 

anticipate earnings to surpass or fall short of the cost of capital. 

EVA is calculated as follows: 

EVA = Net Operating Profit after Tax - (Invested Capital × Cost of Capital) 

EVA represents the monetary value of wealth generated or diminished by a firm. A sustained 

growth in EVA leads to an increase in the company's market value. The necessary data for 

calculating an organization's EVA can be sourced from its income statement and balance 

sheet (Viswanadham and Luthra, 2005). 

Each of these methods offers unique insights into shareholder wealth creation. While TSR 

provides an external market perspective, SPM and EVA offer internal measures of value 

creation. The choice of method often depends on the specific context and objectives of the 

analysis. 
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While comprehensive, existing methods of estimating shareholder wealth have a host of 

shortcomings, which this study has endeavored to avoid. Traditional measures like TSR and 

EVA can sometimes show the complete picture of value created in diversified conglomerates 

such as ABF. The methodologies also draw upon quantitative yardsticks by and large while 

completely discounting qualitative factors that increasingly determine shareholder value. 

Thirdly, most current methodologies rarely consider the contribution from sustainability 

initiatives and the value of stakeholder relations in long-term value creation. 

Additional value from this research comes through the adoption of a mixed-method approach, 

triangulating traditional metrics with an in-depth qualitative analysis of strategic decisions 

and relationships with stakeholders. This is a holistic methodology that provides a far better 

understanding of how the contemporary corporation can create and sustain shareholder value 

in conjunction with multiple other stakeholder interests. 

2.3 Capital Structure and Its Impact on Shareholder Wealth 

The capital structure of a company, which refers to the mix of equity and debt financing used 

to support its assets and operations, plays a crucial role in shareholder wealth maximization. 

The efficient capital structure that will maximize wealth creation involves reducing financing 

costs and optimizing the company's debt-to-equity ratio. 

Organizations have two primary sources of capital: equity and debt. Equity represents the 

portion of capital generated by the company's proprietors, ordinary shares sold to investors, 

or retained earnings from previous years (O'Connell and Ward, 2020). Debt, on the other 

hand, involves borrowing capital from third parties. According to Brigham and Houston 

(2011), debt has two significant advantages: it is tax-deductible, which lowers its effective 

cost, and it can increase the predicted return for shareholders. 

The seminal work of Modigliani and Miller (1958) initially proposed that capital structure 

was irrelevant to firm value under perfect market conditions. However, subsequent research, 

such as that by Bradley, Jarrell, and Kim (1984), observed that when considering real-world 

factors like taxes, there is a net tax advantage when issuing debt to corporations. This finding 

underscores the importance of considering both the tax advantages and the debt-related costs 

when determining the optimal capital structure. 

The Weighted Average Cost of Capital (WACC) is a widely used method for determining 

capital costs. WACC considers the cost of equity and debt, their allocation across the firm, 

and the tax rate that will lower the cost of debt. The formula for WACC is: 

WACC = Ce × [E / (E + D)] + Cd × [D / (E + D)] × (1 - T) 

Where: 

Ce = Cost of Equity 

Cd = Cost of Debt 

E = Equity 



International Journal of Accounting and Financial Reporting 

ISSN 2162-3082 

2024, Vol. 14, No. 4 

http://ijafr.macrothink.org 53 

D = Debt 

T = Tax rate 

Gearing (leverage) ratios, such as the Debt-to-Assets ratio, can be used to examine a firm's 

capital structure and serve as vital measures of the firm's financing choices. The optimal 

capital structure should balance the tax benefits of debt against the potential costs of financial 

distress and bankruptcy risk. 

Although there are a large number of studies on the determinants of capital structure and 

shareholder wealth, prior literature still suffers from some serious lacunas. First, traditional 

capital structure theories often assume constant market conditions and do not address extreme 

volatile situations such as the COVID-19 pandemic. The link between choices of capital 

structure and ESG factors remains poorly examined, despite growing evidence of their 

relevance to investors. This is especially since no prior research has focused on how 

diversified conglomerates, such as ABF, can optimise capital structure across different 

business segments and diversified geography. 

This paper attempts to address some of these limitations by analyzing ABF's capital structure 

decisions in a period of heightened market disruption. It provides new insights into how 

multinational companies adjust their financing policies to maintain shareholder value during 

periods of crisis. Additionally, our study considers the interrelations between capital structure 

choices and sustainability investments, along with related stakeholder relationships, which 

helps extend the current debate on the most recent developments within corporate finance. 

2.4 Working Capital Management 

Working capital management is another critical aspect of shareholder wealth creation. 

Working capital (WC) is defined as the difference between current assets and current 

liabilities. The strategies an organization employs to fund this difference are referred to as 

working capital management (Harris, 2005). Effective management of WC is crucial to a 

company's earnings, risk profile, and intrinsic worth (K. Smith, 1980). 

Recent research by Aktas, Croci, and Petmezas (2015) suggests that when a firm achieves the 

appropriate level of working capital, its share prices and performance improve. Conversely, 

ignoring working capital investment can lead to wasted financial inputs that could support 

growth, while overinvesting in WC means redundant funds are idle, potentially harming stock 

and operating performance. 

A key metric in working capital management is the Cash Conversion Cycle (CCC), which 

illustrates how long it takes for businesses to convert cash expenditures into cash receipts 

from customers. Kieschnick, Laplante, and Moussawi (2013) found that decreased Cash 

Conversion Cycles increase measures like Return On Assets and Return On Equity. 

Optimal working capital management involves balancing risk and efficiency while 

maintaining an appropriate quantity of current assets and liabilities (Naqi and Siddiqui, 

2020). Other company factors, such as sales projections, debt load, financial constraints, and 

bankruptcy risks, also significantly impact WC management strategies. 
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There are a number of serious lacunas in the extant literature on working capital 

management. First, most studies relate to single-industry firms, providing little evidence to 

understand how diversified conglomerates manage working capital across multi-business 

segments. Second, the impact of digital transformation and modern supply chain practices on 

working capital optimization remains inadequately considered. Third, the linkage between 

working capital management and sustainability practices is not well understood, although 

they are increasingly becoming integral parts of corporate strategy. 

Our study contributes to the literature on how ABF-a diversified multinational 

company-manages its working capital across its wide range of business segments and various 

geographical regions. The given analysis develops some notion about the complexity of 

working capital optimization in the modern business environment, especially when huge 

disruption in markets takes place. Furthermore, our study also probes working capital 

management strategies adapting to accommodate sustainability initiatives and stakeholder 

concerns-a rather critical gap in the literature. 

2.5 Strategic Considerations in Shareholder Wealth Creation 

Strategic considerations play a vital role in the long-term creation of shareholder wealth. 

These considerations encompass a wide range of factors, including strategic partnerships and 

alliances, long-term investments in research and development, and the adoption of new 

technologies. Incorporating these factors into decision-making processes can promote 

sustainable growth while enhancing the company's reputation in the market. 

Haksever, Chaganti, and Cook (2004) propose that the value aspects that create or destroy 

Shareholder Wealth can be categorized into financial, non-financial, and time dimensions. 

The financial dimension involves working for effectiveness and reliability while pursuing 

stable and profitable processes. Non-financial drivers encompass the company's reputation, 

consumer and societal attitudes, and the regularity of shareholder returns. The time constraint 

is critical, with planning for Research and Development (R&D), human resources, and 

collaborations developing time-related value. 

Rappaport (1998) argues that maximizing future expected value at the cost of immediate 

profits is the most effective technique for boosting shareholder value. As short-term returns 

become increasingly volatile, the long-term view of value creation becomes increasingly 

crucial. In this context, R&D becomes a vital predictor of future value development. Kelm, 

Narayanan, and Pinches (1995) found that investors often respond positively to disclosures 

regarding innovation or the commercialization of new items, which influences shareholder 

value. 

In recent years, the importance of Corporate Social Responsibility (CSR) and Environmental 

Social Governance (ESG) in shareholder value creation has gained prominence. Zumente and 

Bistrova (2021) found that increased ESG transparency and environmental commitment can 

influence profitability, culminating in greater long-term shareholder value. However, De 

Colle, Henriques, and Sarasvathy (2013) caution that while CSR standards are significant for 

an organization's success, these standards have also been known to stifle innovation and fall 
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short in defining and codifying complex ethical and social issues. 

In conclusion, the literature suggests that to achieve the goal of shareholder wealth 

maximization, firms must adopt a long-term approach centered on operations that generate 

time-resistant value. This approach should balance financial considerations with strategic 

investments, ethical practices, and broader stakeholder concerns. The complex interplay of 

these factors underscores the multifaceted nature of shareholder wealth creation in the 

modern business environment. 

In the literature on strategic considerations in the creation of shareholder wealth, a number of 

major gaps are underlined. First, much current research views strategic decision-making as 

linear without reflecting the dynamics in the interaction of multiple strategic initiatives. 

Second, little is known about the influence of digital transformation or technological 

disruption on strategies that create shareholder value. Third, although the importance of ESG 

and CSR is already well recognized, less evidence is available as to what extent such 

initiatives translate into long-term shareholder value, especially for diversified 

conglomerates. 

This study resolves these gaps by examining strategic choices for ABF's diversified portfolio 

in great turbulence within the markets. Our analysis elaborates on how large contemporary 

corporations balance multiple strategic imperatives with a main priority given to shareholder 

value creation. In addition, we extend the literature by considering the more practical aspects 

of how the initiatives of ESG/CSR are implemented and impact the long-run creation of 

shareholder value. 

This literature review elucidates several predominant themes and deficiencies that our study 

seeks to address: 

 Integration of Contemporary Business Dynamics: Although the literature currently 

enjoys conceptual frameworks, the main challenge remains in how traditional 

principles of shareholder wealth maximization have been reshaped in response to such 

new challenges as digital transformation, sustainability mandates, and disruptions to 

global markets. 

 Diversified Conglomerate Perspective: Most prior studies have focused on 

single-industry firms. Therefore, diversified conglomerates, such as ABF, are not 

studied regarding how they handle shareholder value creation within their various 

business segments and geographic areas. 

 Crisis Period Analysis: There is no comprehensive research into the literature 

regarding strategies of shareholder value creation in periods of a huge market 

turbulence-like COVID-19. 

 ESG Integration: Though it is well-documented that ESG factors matter, at least 

within the context of creating shareholder value, very few empirics exist on how 

companies successfully integrate such factors. 

Finally, our study of ABF fills in these deficiencies by providing: 
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 Holistic value creation for shareholders in a diversified conglomerate. 

 Realization of how traditional financial theories can be tailored to modern business 

issues. Empirical evidence of ESG integration into corporate strategy. 

3. Methodology 

The methodology employed in this study is designed to provide a comprehensive analysis of 

Associated British Foods PLC's (ABF) capacity to maximize shareholder wealth over a 

five-year period from 2017 to 2021. This section outlines the research design, data collection 

methods, and analytical techniques used to address the research objectives. 

3.1 Research Design 

This study adopts a mixed-method approach, combining quantitative and qualitative data 

analysis within a case study framework. The case study method was chosen for its ability to 

provide an in-depth, contextual understanding of a complex phenomenon within its 

real-world setting (Yin, 2018). In this instance, the case study focuses on ABF, a 

multinational corporation operating in diverse sectors, allowing for a nuanced examination of 

shareholder wealth maximization strategies in a complex business environment. 

The research design is structured to address the following specific objectives: 

1. To examine the pertinent research on maximizing shareholder wealth, noting differing 

viewpoints and divergent opinions. 

2. To analyze Associated British Foods plc's approach to company management and 

value creation by examining the economic and industrial variables in which it 

operates. 

3. To examine the five-year (2017-2021) financial performance of Associated British 

Foods plc. 

This design allows for a comprehensive exploration of both the theoretical underpinnings of 

shareholder wealth maximization and its practical application within ABF. By combining 

qualitative analysis of company strategies and industry context with quantitative analysis of 

financial performance, the study aims to provide a holistic view of the factors influencing 

shareholder wealth creation. 

3.2 Data Collection Methods 

The data collection process for this study involves a systematic gathering of information from 

multiple sources to ensure a comprehensive and reliable dataset. The methods employed 

include: 

 Literature Review: A thorough review of academic literature was conducted to 

establish the theoretical framework for the study. This involved searching academic 

databases using keywords related to shareholder wealth maximization, corporate 

finance, and strategic management. The literature review encompassed peer-reviewed 

journal articles, books, and reputable online resources. 
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 Document Analysis: Primary data was collected through an extensive review of 

ABF's corporate documents. This included:  

o Annual reports from 2017 to 2021 

o Press releases and official statements 

o Corporate governance reports 

o Investor presentations 

 Financial Data Collection: Quantitative financial data was gathered from:  

o ABF's audited financial statements 

o Reputable financial databases such as Bloomberg and Thomson Reuters 

o Industry reports and market analyses 

 Comparative Data: To provide context and benchmarking, data was also collected 

for a peer company, J Sainsbury PLC, using similar sources as those used for ABF. 

 Industry and Economic Data: Broader industry and economic data were collected 

from:  

o Government statistical databases 

o Industry association reports 

o Economic forecasts and analyses from reputable sources 

The use of multiple data sources allows for triangulation, enhancing the reliability and 

validity of the findings (Patton, 2015). 

3.3 Analytical Techniques 

The analytical approach in this study combines quantitative financial analysis with qualitative 

assessment of strategic factors. The following techniques were employed: 

 Financial Ratio Analysis: A comprehensive set of financial ratios was calculated and 

analyzed to assess ABF's performance over the five-year period. These included:  

o Profitability ratios (e.g., Net Profit Margin) 

o Liquidity ratios (e.g., Current Ratio) 

o Solvency ratios (e.g., Debt Ratio) 

o Efficiency ratios (e.g., Total Asset Turnover) 

 Trend Analysis: Time series analysis was conducted to identify trends in ABF's 

financial performance and shareholder returns over the five-year period. 

 Comparative Analysis: ABF's performance was benchmarked against J Sainsbury 

PLC to provide industry context. This comparative analysis included both financial 
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metrics and strategic approaches. 

 Share Price and Dividend Analysis: An examination of ABF's share price 

performance against the FTSE 350 index was conducted, along with an analysis of 

dividend policies and their impact on total shareholder return. 

 Qualitative Content Analysis: A systematic review of ABF's strategic documents 

and public statements was performed to identify key themes and strategies related to 

shareholder wealth maximization. 

 Visual Data Representation: To enhance clarity and facilitate interpretation, data 

was presented using various charts and graphs, including line graphs for share price 

performance and bar charts for financial ratio comparisons. 

The analytical process involved both descriptive and inferential statistical techniques where 

appropriate. For instance, correlation analyses were conducted to examine relationships 

between various financial metrics and shareholder returns. To ensure the robustness of the 

analysis, all calculations and statistical tests were performed using specialized financial 

analysis software and cross-checked manually. The qualitative analysis was subjected to peer 

review to mitigate potential researcher bias. 

In conclusion, this methodology combines rigorous quantitative analysis with in-depth 

qualitative assessment, providing a comprehensive framework for evaluating ABF's approach 

to shareholder wealth maximization. Employing a diverse set of analytical techniques and 

drawing from a wide range of data sources, the study aims to offer a nuanced and reliable 

assessment of ABF's performance in creating shareholder value over the specified five-year 

period. 

4. Company and Industry Overview 

4.1 ABF Company Profile 

Associated British Foods PLC (ABF) stands as a prominent creator of consumable products 

in the United Kingdom, holding significant positions in various food categories (ABF, 2023). 

The company's origins can be traced back to a bakery in Canada, from which it evolved to 

become the leading bread manufacturer in the United Kingdom, establishing a substantial 

industry presence. Over time, ABF has significantly expanded its food offerings to 

encompass a diverse range of products including coffee, tea, biscuits, crispbread, frozen 

meals, and edible oils. The company's Sugar division in Britain has emerged as a leading 

sugar producer, further solidifying ABF's position in the food industry. 

ABF's operations are structured across five primary divisions: grocery production, sugar, 

agriculture, ingredients, and retail. This diversified portfolio allows the company to maintain 

a robust presence across various sectors of the food and retail industries. While ABF boasts 

diverse geographic operations, it is noteworthy that the majority of its income is generated in 

the UK and Ireland, underscoring the company's strong domestic market position. 

The company's financial performance reflects its substantial market presence and diversified 



International Journal of Accounting and Financial Reporting 

ISSN 2162-3082 

2024, Vol. 14, No. 4 

http://ijafr.macrothink.org 59 

revenue streams. In the fiscal year 2022, ABF reported total revenues of £16.4 billion, a 

testament to its significant market share and operational scale. The company's operating 

profit for the same period amounted to £1.6 billion, demonstrating its ability to generate 

healthy earnings across its diverse business segments. ABF's net income stood at £1.1 billion, 

underscoring its profitability and efficient cost management strategies. These financial figures 

are supported by a substantial workforce, with ABF employing a total of 132,000 individuals 

across its global operations. 

ABF's corporate structure includes several notable subsidiaries, each contributing to the 

company's diverse portfolio. These include AB Agri, AB Mauri, AB Sugar, AB World Foods, 

Allied Bakeries, and Allied Mills, among others. The company's grocery business 

encompasses several well-known brands such as Twinings, Patak's, Ryvita, Jordans, and 

Dorset Cereals. This extensive brand portfolio demonstrates ABF's strategy of maintaining a 

strong presence across various food and beverage categories. 

The global reach of ABF is particularly noteworthy, with operations spanning 53 countries 

across five continents. This extensive geographical footprint not only provides the company 

with access to diverse markets but also helps in mitigating risks associated with regional 

economic fluctuations. The five divisions of ABF play a vital role in providing the company 

with a healthy, wide-ranging, and mature business chain (Zhang, 2022). This diversification 

strategy has enabled ABF's businesses to carve out a strong position in the food and beverage 

industry, leveraging both diversity and expansion to maintain competitive advantage. 

4.2 Industry Analysis 

The consumables industry, within which Associated British Foods PLC operates, 

encompasses food, ingredients, and retail sectors. This industry has undergone significant 

changes and faced numerous challenges in the past five years due to various external factors 

influencing the business environment and consumer behavior. Understanding these factors is 

crucial for contextualizing ABF's performance and strategic decisions. 

One of the most significant factors impacting the industry has been geopolitical instability. 

The conflict between Russia and Ukraine, for instance, has created economic uncertainty and 

volatility in the global market, affecting the prices of energy and commodities, as well as the 

supply chains of the consumables industry (Zhang, 2022). This geopolitical tension has 

necessitated careful monitoring and strategic adjustments from companies like ABF to secure 

raw materials, maintain production, and ensure regular supply to customers. 

The COVID-19 pandemic has been another major disruptor in the industry. The outbreak has 

had a profound impact on the health and well-being of people around the world, as well as on 

economic and social activities. The consumables industry has faced various challenges due to 

the pandemic, such as changes in consumer preferences and demands, restrictions on 

employee mobility and operations, and disruptions in logistics and transportation (Zhang, 

2022). These challenges have required companies to adapt their business models and 

strategies rapidly to meet the changing needs of customers, employees, and stakeholders. 

Brexit uncertainties have also played a significant role in shaping the industry landscape, 
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particularly for UK-based companies like ABF. The withdrawal of the United Kingdom from 

the European Union has posed significant risks and opportunities, affecting trade relations, 

regulatory compliance, and market access (Davey, 2019). Companies have had to prepare for 

various scenarios, such as a no-deal or a soft-deal exit, by diversifying their markets, sourcing 

locally, investing in innovation and technology, and engaging with policymakers and 

stakeholders. 

Consumer trends have also been evolving rapidly, with increasing emphasis on health, 

sustainability, and ethical consumption. This shift has driven demand for organic, 

plant-based, and environmentally friendly products, requiring companies to innovate and 

adapt their product offerings accordingly. 

The retail sector, in particular, has been undergoing significant transformation with the 

accelerated growth of e-commerce, further catalyzed by the pandemic. This shift has 

necessitated substantial investments in digital infrastructure and omnichannel strategies from 

traditional retailers. 

These factors have collectively created a dynamic and competitive landscape for the 

consumables industry, requiring companies like ABF to constantly monitor, evaluate, and 

adjust their business models and strategies to sustain growth and value creation. 

4.3 ABF's Business Model and Strategy 

Associated British Foods PLC has developed a robust business model and strategy to 

navigate the complex industry landscape and maximize shareholder value. The company's 

approach is characterized by diversification, innovation, and a strong focus on sustainability 

and ethical practices. 

 

Figure 1. ABF Business Model and Strategy 

As illustrated in Figure 1, ABF's business model is built on five key pillars: diversified 

portfolio, geographical expansion, innovation, sustainability, and operational excellence. 

The diversified portfolio strategy is evident in ABF's operation across five distinct business 
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segments: Grocery, Sugar, Agriculture, Ingredients, and Retail. This diversification helps 

mitigate risks associated with market fluctuations in any single sector and provides multiple 

avenues for growth and value creation. 

Geographical expansion forms another crucial component of ABF's strategy. The company's 

presence in 53 countries across five continents allows it to tap into various growth markets 

and reduce dependency on any single regional economy. This global footprint also enables 

ABF to leverage local market knowledge and adapt its offerings to diverse consumer 

preferences. 

Innovation is a key driver of ABF's growth strategy. The company places considerable 

emphasis on adopting sustainable technologies to stimulate growth in revenue, sales, and 

customer satisfaction. ABF effectively leverages practices such as recycling, cost reduction, 

and innovative packaging to augment its financial performance and reputation significantly. 

According to a report, despite the rising cost of food, ABF was able to offset its prices 

through price recovery and cost efficiency (Addy, 2021). The company's dedication to 

research and development reinforces growth within the Ingredients division, reinforcing AB 

Mauri's status as a technology-driven bakery and yeast ingredients leader. 

Sustainability forms a central pillar within ABF's strategic framework. The company firmly 

believes that combining ethical conduct, sustainable business practices, prudent resource 

management, and entrepreneurial acumen is indispensable for its long-term triumph. ABF's 

proactive initiatives to reduce carbon emissions, enhance energy efficiency, and adopt 

circular resource usage exemplify its commitment to minimizing environmental impact. 

However, it's worth noting that while sustainability is a key focus, there have been calls for 

greater transparency in ABF's sustainability practices (Henley, 2013). 

Operational excellence is pursued through continuous improvement in processes, cost 

management, and supply chain optimization. This focus on efficiency helps ABF maintain 

competitiveness in its various markets and contribute to overall profitability. 

ABF's strategy also encompasses market expansion as a crucial avenue for growth. The 

company is poised to achieve growth through acquisitions and incorporating geographical 

expansion, innovation, and the exploration of new applications. The establishment of 

operational hubs in critical international markets underscores ABF's dedication to amplifying 

its global footprint and facilitating the efficient rollout of innovative technologies and 

products. 

In conclusion, ABF's business model and strategy demonstrate a comprehensive approach to 

value creation in a complex and challenging industry environment. By leveraging its 

diversified portfolio, focusing on innovation and sustainability, and pursuing operational 

excellence, ABF aims to create sustainable long-term value for its shareholders while also 

addressing broader stakeholder concerns. The effectiveness of this strategy in maximizing 

shareholder wealth will be further examined in subsequent sections of this study. 
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5. Analysis of Shareholder Wealth Creation 

This section presents a comprehensive analysis of Associated British Foods PLC's (ABF) 

shareholder wealth creation over the five-year period from 2017 to 2021. The analysis 

encompasses share price performance, dividend policies, and key financial ratios, providing a 

multifaceted view of the company's ability to generate value for its shareholders. 

5.1 Share Price Performance Analysis 

Share price analysis serves as a crucial tool for investors to make informed decisions about 

their buying and selling activities. Investors strive to gain a competitive advantage in the 

markets through thorough research and analysis of historical and recent data. The prices of 

shares exhibit a high degree of unpredictability and are influenced by market preferences and 

demand. Consequently, any significant price change will have a direct impact on the 

accessible value for shareholders. 

 

Figure 2. ABF Share Price vs FTSE 35 

Figure 2 illustrates the share price performance of ABF against the FTSE 350 index over the 

five-year period. The graph reveals that Associated British Foods Plc's stock price has fallen 

15.1% over the last five years, underperforming the FTSE 350 Index, which showed a decline 

of 0.6%. The cumulative annualized growth rate (CAGR) of Associated British Foods Plc 

over this period has been -3.2%, compared to -0.1% for the FTSE 350 Index. This 

underperformance can be attributed to various factors, including the effects of the global 

pandemic and regulatory changes in the geopolitical scene that have affected investor 

confidence. 
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However, it is noteworthy that ABF's stock price performance has shown signs of recovery in 

more recent periods. Over the last year, ABF's stock price has risen by 19.7%, outperforming 

the FTSE 350 Index by 19.3%. Furthermore, on a year-to-date basis, ABF's stock price 

performance of 26.0% has exceeded the FTSE 350 Index by 24.4%. This recent 

outperformance can be attributed to the increased growth rate experienced during the 

recovery period from the severe effects of the pandemic. 

5.2 Dividend Analysis 

Dividend policies play a crucial role in shareholder wealth creation, providing a direct return 

on investment to shareholders. The analysis of ABF's dividend per share (DPS) and earnings 

per share (EPS) over the five-year period provides insights into the company's approach to 

shareholder returns. 

Table 1. ABF DPS and EPS 

Year DPS Growth % Norm EPS Growth % Reported EPS Growth % 

2017/18 0.09 0.07 -0.16 

2018/19 0.10 -0.02 -0.13 

2019/20 -0.24 -0.47 -0.48 

2020/21 -0.82 0.05 0.05 

2021/22 4.53 0.50 0.46 

Table 1 presents the growth rates of both DPS and EPS for ABF from 2017/18 to 2021/22. 

The data reveals a consistent pattern in both EPS and DPS growth rates over the years. From 

2017 to 2020, there was a fluctuating trend, with moderate growth in the years leading up to 

the COVID-19 pandemic and a significant dip in 2019/20, directly attributable to the 

pandemic's impact. The financial year 2020/21 proved to be challenging, particularly with a 

notable decrease in DPS, although normalized EPS saw modest growth. 

The standout year was 2021/22, showing a remarkable recovery with a substantial surge in 

both DPS (4.53%) and normalized EPS (0.50%). This resurgence is largely attributed to the 

recovery from the pandemic's effects, underscoring the company's adaptability and resilience. 

ABF's commitment to maintaining sustainable dividends aligns well with its strategy of 

delivering consistent returns to its shareholders. 

5.3 Financial Health and Investment Analysis 

A comprehensive understanding of a company's financial health requires an examination of 

various financial ratios. This analysis compares ABF's performance with its competitor, J 

Sainsbury's, over the five-year period, focusing on key ratios including Net Profit Margin, 
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Current Ratio, Debt Ratio, and Total Asset Turnover. 

 Net Profit Margin Analysis 

The net profit margin, expressed as a percentage, represents the portion of a company's total 

sales that it retains as profit after all expenses have been deducted. This ratio calculates the 

profit remaining after subtracting costs and expenditures from sales. A higher net profit 

margin is indicative of effective pricing and strong cost management. 

 

Figure 3. Net Profit Margin Comparison 

Figure 3 illustrates the net profit margins of ABF and Sainsbury's over the five-year period. 

ABF's net profit margins have fluctuated over time, with a significant decline in 2020 

followed by a modest improvement in 2021. These changes were significantly influenced by 

variations in the proportion of Cost of Goods Sold (COGS). Sainsbury's net profit margins 

have consistently declined and are lower than ABF's, primarily due to a higher COGS share. 

ABF's recent improvement in net profit margin suggests that it is operating more efficiently 

than Sainsbury's, demonstrating higher profitability in 2021. 

5.4 Current Ratio Analysis 

The current ratio, categorized as one of the liquidity ratios, gauges a company's capacity to 

fulfill its immediate financial obligations without encountering substantial liquidity 

challenges. This metric is frequently employed to evaluate a company's short-term liquidity. 

Lenders and investors often scrutinize the current ratio when making investment decisions 

about a company. 
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Figure 4. Current Ratio Comparison 

Figure 4 presents the current ratios of ABF and Sainsbury's over the five-year period. The 

current ratios of ABF have fluctuated, with decreases in 2018 and 2020 and increases in 2019 

and 2021. In contrast, Sainsbury's current ratios rose in 2018 but then fell in subsequent 

years. ABF's current ratios are consistently higher than Sainsbury's, indicating greater 

liquidity and financial stability. The latest data shows an improvement in ABF's ratio while 

Sainsbury's continued to decline, further highlighting ABF's improved financial situation. 

This superior liquidity position suggests that ABF is better equipped to meet its short-term 

obligations and potentially take advantage of emerging opportunities in the market. The 

company's ability to maintain a higher current ratio than its competitor indicates effective 

working capital management and a strong financial foundation. 

5.5 Debt Ratio Analysis 

The debt ratio serves as an indicator of a company's solvency and leverage, depicting the 

percentage of assets financed through borrowed funds. This implies that an equivalent 

percentage of assets could be liquidated to repay the entire debt. A higher ratio signifies 

greater leverage, whereas a lower ratio indicates reduced leverage. 
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Figure 5. Debt Ratio Comparison 

Figure 5 illustrates the debt-to-asset ratios of ABF and Sainsbury's over the five-year period. 

Both companies show decreasing debt ratios, resulting from lower debt and higher asset 

values. This trend indicates that both companies are effectively meeting their debt 

obligations. However, Sainsbury's consistently exhibits higher debt ratios, suggesting that it 

finances more assets with debt compared to ABF, which relies more heavily on equity 

financing. 

ABF's lower indebtedness minimizes the risk of insolvency and suggests an optimal capital 

structure that maximizes shareholder value. In contrast, Sainsbury's higher leverage may be 

less cost-effective and potentially riskier. From a capital structure perspective, ABF's 

approach appears more favorable for long-term shareholder value creation. 

5.6 Total Asset Turnover Analysis 

Total asset turnover is a key efficiency metric utilized to assess a company's ability to 

generate income from its assets. This ratio evaluates how effectively a company utilizes its 

assets to generate revenue. 
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Figure 6. Total Asset Turnover Comparison 

Figure 6 presents the total asset turnover ratios for ABF and Sainsbury's over the five-year 

period. ABF's total asset turnover improved in 2019 as revenue grew, whereas previous 

declines were attributable to asset expansion. Sainsbury's turnover decreased from 2017 to 

2020 before rebounding in 2021, due to asset-sales dynamics. 

The analysis reveals that Sainsbury's generally utilizes its assets more efficiently than ABF, as 

indicated by its higher total asset turnover ratios. However, it's crucial to note that ABF 

outperforms Sainsbury's in other key areas, including net profit margin, current ratio, and 

lower debt ratio, which collectively contribute to higher profitability and financial stability. 

In conclusion, the comprehensive analysis of ABF's financial performance and shareholder 

wealth creation reveals a mixed but generally positive picture. While the company's share 

price performance has lagged behind the FTSE 350 index over the five-year period, recent 

trends show significant improvement. ABF's dividend policy demonstrates resilience and a 

commitment to shareholder returns, particularly evident in the strong recovery in 2021/22. 

The company's financial health, as indicated by various ratios, appears robust when compared 

to its key competitor, J Sainsbury's. ABF consistently maintains higher net profit margins and 

current ratios, along with lower debt ratios, suggesting better profitability, liquidity, and 

financial stability. Although ABF's asset turnover is lower than Sainsbury's, its overall 

financial performance is superior. 

These findings suggest that ABF has been effective in creating shareholder value through 

prudent financial management and strategic decision-making. The company's ability to 

navigate challenges such as the COVID-19 pandemic while maintaining strong financial 

fundamentals bodes well for future shareholder wealth creation. However, areas for 

improvement remain, particularly in asset utilization efficiency, which could further enhance 
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the company's ability to generate shareholder value in the future. 

6. Discussion 

6.1 Interpretation of Financial Performance 

The financial performance of Associated British Foods PLC (ABF) over the five-year period 

from 2017 to 2021 presents a nuanced picture of the company's ability to create shareholder 

value. The share price analysis revealed that while ABF underperformed the FTSE 350 index 

over the full five-year period, recent trends show significant improvement. This recovery, 

particularly evident in the 2021/22 fiscal year, suggests a resilience in ABF's business model 

and its ability to adapt to challenging market conditions. 

The dividend analysis further supports this interpretation. Despite the challenges posed by the 

COVID-19 pandemic, ABF demonstrated a commitment to maintaining shareholder returns. 

The substantial increase in both Dividend Per Share (DPS) and Earnings Per Share (EPS) in 

2021/22 indicates a strong recovery and the company's dedication to creating shareholder 

value. This approach aligns with the findings of Rappaport (1998), who argued that 

maximizing future expected value, even at the cost of immediate profits, is crucial for 

long-term shareholder value creation. 

The analysis of key financial ratios provides additional insights into ABF's financial health. 

The company's consistently higher net profit margins compared to its competitor, J Sainsbury 

PLC, suggest effective cost management and pricing strategies. This aligns with the 

principles of shareholder wealth maximization theory, which emphasizes the importance of 

profitability in creating shareholder value (Denis, 2016). 

6.2 Evaluation of ABF's Strategies for Shareholder Wealth Maximization 

ABF's strategies for shareholder wealth maximization appear to be multifaceted, focusing on 

diversification, innovation, and sustainability. The company's diverse portfolio, spanning 

grocery, sugar, agriculture, ingredients, and retail sectors, has likely contributed to its 

resilience during challenging economic periods. This diversification strategy aligns with 

modern portfolio theory, which suggests that a well-diversified portfolio can reduce 

unsystematic risk (Markowitz, 1952). 

The company's focus on innovation, particularly in sustainable technologies and product 

development, demonstrates a long-term approach to value creation. This strategy resonates 

with the findings of Kelm, Narayanan, and Pinches (1995), who noted that investors often 

respond positively to disclosures regarding innovation, influencing shareholder value. 

ABF's commitment to sustainability and ethical practices, while sometimes criticized for lack 

of transparency (Henley, 2013), aligns with growing evidence that Environmental, Social, 

and Governance (ESG) factors can positively influence long-term shareholder value. This 

approach is supported by recent research from Zumente and Bistrova (2021), who found that 

increased ESG transparency and environmental commitment can lead to greater long-term 

shareholder value. 
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6.3 Comparison With Industry Peer (J Sainsbury PLC) 

The comparative analysis with J Sainsbury PLC provides valuable context for assessing 

ABF's performance. ABF's superior net profit margins and lower debt ratios suggest a more 

efficient operation and a more conservative financial structure compared to Sainsbury's. This 

aligns with the principles of capital structure theory, which suggests that an optimal mix of 

debt and equity can maximize firm value (Modigliani & Miller, 1958). 

However, Sainsbury's higher total asset turnover indicates more efficient asset utilization. 

This highlights an area where ABF could potentially improve to further enhance shareholder 

value. The comparison underscores the complexity of shareholder value creation and the need 

for a balanced approach that considers multiple financial and operational factors. 

6.4 Implications for Future Performance and Shareholder Value 

The analysis suggests several implications for ABF's future performance and shareholder 

value. The company's demonstrated resilience and adaptability, particularly in response to the 

COVID-19 pandemic, bode well for its ability to navigate future challenges. The strong 

recovery in dividend payments and earnings per share in 2021/22 suggests a positive 

trajectory for shareholder returns. 

However, the company faces ongoing challenges, including geopolitical uncertainties, 

evolving consumer preferences, and increasing emphasis on sustainability. ABF's ability to 

continue innovating, adapting to changing market conditions, and improving operational 

efficiency will be crucial for sustaining and enhancing shareholder value in the future. 

The lower asset turnover compared to Sainsbury's suggests an opportunity for ABF to 

improve its asset utilization, which could potentially lead to increased profitability and 

shareholder value. Additionally, enhancing transparency in sustainability practices could 

strengthen the company's position in an increasingly ESG-conscious investment environment. 

7. Conclusion 

This study has meticulously examined Associated British Foods PLC's performance in 

maximizing shareholder wealth over a five-year period from 2017 to 2021. The analysis 

reveals a complex picture of the company's ability to create value for its shareholders amidst 

challenging market conditions. ABF's share price, despite underperforming the FTSE 350 

index over the full five-year period, has shown significant improvement in recent years, 

particularly in 2021/22. This recovery demonstrates the company's resilience and adaptability 

in the face of global economic challenges, most notably the COVID-19 pandemic. 

The company's dividend policy further underscores its commitment to shareholder value. 

ABF demonstrated remarkable resilience in this area, with a strong recovery in both Dividend 

Per Share and Earnings Per Share in 2021/22. This commitment to maintaining and growing 

shareholder returns, even during periods of economic uncertainty, speaks to the company's 

robust financial management and long-term value creation strategy. 

From a financial health perspective, ABF consistently maintained higher net profit margins 
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and lower debt ratios compared to its key competitor, J Sainsbury PLC. These metrics 

indicate effective cost management and a conservative financial structure, both of which are 

crucial for sustainable shareholder value creation. The company's diversified portfolio, 

spanning grocery, sugar, agriculture, ingredients, and retail sectors, appears to have 

contributed significantly to its resilience and ability to weather economic downturns. 

ABF's focus on innovation and sustainability emerges as a key component of its value 

creation strategy. This approach aligns with growing evidence that environmental, social, and 

governance (ESG) factors can positively influence long-term shareholder value. However, the 

company's lower asset turnover compared to Sainsbury's suggests an area for potential 

improvement, which could further enhance shareholder value in the future. 

Several limitations of this study should be acknowledged. The focus on a single company and 

a limited comparison with one competitor may not provide a comprehensive view of 

industry-wide trends in shareholder value creation. Additionally, the five-year timeframe, 

while providing valuable insights, may not capture longer-term trends. The reliance on 

publicly available financial data, without access to internal company information, may limit 

the depth of strategic analysis. 

These limitations point to several avenues for future research. A broader comparative study 

including multiple companies in the food and retail sectors could provide more 

comprehensive insights into industry-wide trends. Longitudinal studies over longer time 

periods could help identify long-term trends and cycles in shareholder value creation within 

the industry. In-depth qualitative research, including interviews with company executives and 

industry experts, could provide valuable insights into the strategic decision-making processes 

that influence shareholder value creation. 

Furthermore, additional research into the relationship between sustainability practices, ESG 

performance, and shareholder value creation in the food and retail sectors could yield 

important insights for both academics and practitioners. An examination of the impact of 

geopolitical events, such as Brexit, on shareholder value creation for multinational companies 

like ABF could provide valuable insights for international business strategy. 

In conclusion, the findings underscore the importance of a balanced approach to financial 

management, strategic diversification, and a commitment to innovation and sustainability in 

creating long-term shareholder value. Future research in this area has the potential to further 

enhance our understanding of effective strategies for sustainable shareholder value creation in 

dynamic and challenging market conditions. 
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