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R. Dahl After the Revolution? Authority in a Good Swn% 11w M7 Mook 1

Society (1970); D. Vogel Lobbying the Corporation: Citizen Challenges to

Business Authority (1978); R. Nader, M. Green, and J. Seligman Taming the

Giant Corporation (1976); C. Stone Where the Law Ends: The Social Control

of Corporate Behavior (1975); D. L. Engel “An Approach to Corporate Social
Responsibility” 32 Stan. L. Rev. (1979) 1
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“An approach that emphasizes the contractual nature of a corporation removes from
the field of interesting questions one that has plagued many writers: what is the goal
of the corporation? [...] Our response [...] is: who cares?” F. H. Easterbrook and
D. R. Fischel The Economic Structure of Corporate Law (1991) 35-36
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“Roughly speaking, the negative externalities of a business entity are the costs or 4
burdens that it creates for others but for which it doesn’t pay. In microeconomic
theory, a system of free markets in goods and services will maximize social welfare
only if certain conditions are met, one of which is that all costs are internalized.
Hence, under such theory it may be a desirable function of government to intervene
in markets to control negative externalities.” R. Clark Corporate Law (1986) 31
Fn. 10
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M. C. Jensen and W. H. Meckling “Theory of the Firm: Managerial Behavior, 183 8

Agency Costs and Ownership Structure” 3 J. Fin. Econ. (1976) 305, 334-335;

W. Smith, Jr. and J. B. Warner “On Financial Contracting: An Analysis of Bond

Covenants” 7 J. Fin. Econ. (1979) 117, 118-119; J. Coffee, Jr. “Shareholders

Versus Managers: The Strain in the Corporate Web” 85 Mich. L. Rev. (1986) 1, 61;

J. R. Macey “Externalities, Firm-Specific Capital Investments, and the Legal
Treatment of Fundamental Corporate Changes” Duke L. J. (1989) 173, 181
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“Modern institutional economics views the corporation as a ‘nexus of contracts’—a 11
complex institutional mechanism, which is designed, at least in part, to uphold (and
thus permit reliance upon) ‘implicit contracts’ reached between the shareholders
and other ‘stakeholders’ in the corporation (e.g., managers, creditors, employees
and possibly certain suppliers). The nature of these implicit contracts — that is, what
is exchanged — can be variously defined [...] For present purposes, the differences
among these ‘implicit contract’ theories are of secondary importance because in
common all recognize the possibility that shareholders could opportunistically
breach the implicit contracts. In so doing, shareholder wealth is increased but social
wealth is not.” J. Coffee, Jr. “The Uncertain Case for Takeover Reform: An Essay on
Shareholders, Stakeholders, and Bust-Ups” Wis. L. Rev. (May-June, 1988) 435, 446
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NMIYNINNL WNRNY ,MNI0IN NP9RY VNI ,MYNa) MmN 1HY8» 190
,DVNN DTN YW DDIY NPINN 1YY YV DT NR DIONY 1T — NMAX M
J2 DR ;72 .YPNN A7ann Naw AYnpm Dpavn 023N ,DYNInn
MON DM NPINA YHYA TNV L1070 MDY NI9VN NIPR MININ NYYINNY
00N — IRVWN Y3 Har

“In the context of stakeholders and :nx1 MMVYNWYAN NYoNY ona Yvnd 9 12
takeovers, it is arguable that the parties, rather than having negotiated an explicit
or implicit allocation of risk, never turned their attention to the issue of dislocation
from a takeover transaction. This interpretation is plausible in light of the dramatic
and relatively recent impact that globalization has had on domestic product, capital,
.342-341 'mya ,2YY 10 nyn ,Daniels .and labour markets”

“[...] There is no inherent reason that responsibility for contractual failure, 13
particularly when it does not derive from strategic behavior of one of the parties,
must be resolved by an ex-post transfer of wealth from one contracting party to the
other. It may be appropriate for society, rather than either of the contracting parties,
'nya ,nw .to bear the responsibility for assisting the victims of contractual failure”
.342

DIPNVYN IRVY NMITIWAR YV IN1P 12T DR 1T 9792 DPTI UK PRI PN INPIRY - 14
93 DR NAYPNRN NI NP MAVAR W ORY 7172 .NIMYPN NIRNN 1910 PINND YR
DINRD APYTAN IR MY AN ITAINAN MY A% NN mYINN DN
RN YV VY
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5193 MINNNN .3.1.2

NMWNN *Paon TNR Y39 N2 HPY NNV NIXNNN NMITVAR MWNNNN T
13N YV ITIPON MIRRNAA APNR W MINNN 290 MYYWNY ORD 217ann Yv
MPINN YYPIY VIV NN DOTIINN DOTOAND DN N — 19 DX
mMIaDN OYIR ,J0 M1 MIXNAY NMIVARA ,2PY Mnnnn ANy 29
VLY NYWHIHY MRPOY SV VPN IPPYA MR NIMA N*H3IYIM NPVAVNIN
17172 799 120N L (MITT APOYA P NMY MUYNYN YV JI71 12) MIana
12 IPOY NI NIRIY .A7ANN YV ANPNAN YVNIT YNRND RN VLY NIAYH
IPOYN MIAPYI DYIR .12 NNIYY PIY PR MINIVNN a0 IRWHY 79 ,Nvn Hya
9% pINan 12INA DONYY ,N7INY MIMYNA 'PAD IRY YV DIDIVIRN DYAVIN
MY NN "Y1 YWY DARN ,NPOYN NNYYNY PARN MITONN DYY MY PTI RY
S 1IN0 MIAN NPV 2pY ,5WNY) DWNN — NYIY NINWYH NIIND T NYHINN
(09770 YW N N¥IAPA DAdMIN) DYNIND L(PIPNRN INT NRSYM 1NN
LOTINN 1TY "DNNaY” ony DININNY) DI DA L(DIVIaN) DITIYN
9932 ,501Y) IMYHI1 NDRA IR (DHYan YV IPRYH IR 110 APY) NPAPN
DTM%NN 12 MM PYLINN NINRD DNVPN W1 1295 (MINNN NIvpPN
RN MIMWNN PA0 IRY OR DYDY NI¥NN DR NORVYY WK N2 MININ]
NI9N YV AMNPN D DINDN W ERMmouinwnn nyany Hpwn Sya yian
PaynY onv21,90°0 122,80 D190 NVHYWN YIS DHYY DI DIWININY
95N ,07TY E(VTN WY NPRA RDY) MINIYNN YPaD IRVA TWIY DNXYH

“Thus, the central question :73 NYRWA NR PRAVY M A MY NMVINYA YV WPna 15

is whether the shareholders who are the big winners are enjoying the premiums

they do because bidders with better ideas are willing to share the wealth (which

is fine), or whether premiums sometimes (or even often) are paid out of savings

expected to be generated by the acquirer’s reneging on contracts with managers,

suppliers, customers, or employees (which may not be fine).” R. A. Booth “State
Takeover Statute Revisited” 88 Mich. L. Rev. (1989) 120, 127

B. Cornell and A. C. Shapiro “Corporate Stakeholders and Corporate Ywn% w31 16

MITIR DIYIYIN THY HY MponNn VIV'RY AMRY Finance” 16 Fin. Mgmt. (1987) 5

“We argue that hostile takeovers facilitate opportunistic :09MD DINYY 97HY
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MY NMLONIVN TP NPINN HPIY 12701RTIM W APIYNR NINMIN D3NN
N MY MYy

NYPANRD MINTYA TN 12Y R ,NTIPN 22P D127 RY IR 11T JNIND
99% RN T mwiib wnn YV YN MPR AIXNAN DR D) T DR T MIM0
079 MY YV NPY NPTIAN YW MIRIN NTPIN JN5Y AIRYIN [INan
NYMON P TN NIANN TPYIN P VDN YVYNN VPN IR PVMY T
B MINwnn 7pav IRY Y¥ DIDIVIRI

D72y N

MENNY NN NOIVN 1IVN ;ITIIND NYPPOI NYWHT 1PHIND DIDAM DTN
NIW MIXNNN NPIIVAR Y DYER M2V 172N VIV T YY NINDY Hv
192N2 T YV DYNINND AYPYNN PRI IOV 09) VR LDTIPN Yol
AT — YRINN TN HY DDIN JOY NYON? 11 DVIMN DI 1N — NTAYNN
5w NYPWNN YV YOTIM VIMIND TR HY 7Y PRY HHI 7172 Y RN LTIRD

behavior at the expense of stakeholders. In this way hostile takeovers enable
shareholders to transfer wealth from stakeholders to themselves more so than to
create wealth. The available empirical evidence suggests that the redistributions
associated with takeovers can be large and that perhaps some inefficiencies result
as well. It is then incorrect to gauge the efficiency gains from takeovers by looking
at event study measures of increases in shareholder wealth.” A. Shleifer and
L. H. Summers “Breach of Trust in Hostile Takeovers” in Corporate Takeovers:
Causes and Consequences (A. Auerbach ed., 1988) 33

.7 P19 (Y29N) MAaan nwot 110w ¥ IRY 17

“Although stockholders have benefited greatly from takeovers and restructurings, 18
stockholder wealth is not synonymous with social wealth. It is now recognized that
stockholder gains have come in part at the expense of other corporate constituencies,
primarily creditors and employees. A portion of the premium paid to stockholders
in a takeover consists of a transfer payment from other groups to the stockholder
group. These wealth transfers to stockholders represent a redistribution of wealth,
which is a negative externality.” M. W. McDaniel “Stockholders and Stakeholders”
21 Stetson L. Rev. (1991) 121, 124
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AWARTIR NIPN DR ANR MWD Pa0 Y3 YW IR °NIana yinn nvn Yya
DN’ 0 ORNY DN DPTNIPN 7278 .(N1PPYN MITIWNA 0TI 19 DR RHNR) 73D
oDMYN MY .Y 12°00 NN ARYYD YN TIRD DOYAWVINI 17aNN MNIYaY
D227 1YY MR MY NNY 121 DPPYHN DNY DIWN D) 1M 1IN
MNHRNNN NWIT DWY .NIINN SPOYY NNWPN IPIXPN MINNNA DNNSN DN
700 YT NPNNYH NYHID MNNNAN .Y DIRKIN PARN ,INT DYPYN DN
S IR 12202 DYVINDT DOWIRPA DYYWR DY D) 10 , 079D
Y9 ,0nYY NYPWYNN NIAYNA MYpNNY DNYY DITPN 00T DN 1AW 17aNN
D721 YV VPN 2 DII0N W2, DWISY 2ANRY TNR NTIY Dpnn i 9
DIINN NNRN D27 .0»YIY DIIPA P NXHANN NPR NPPOYNI NIaNY
1 ,MAT NPN ,NYAR INNN RIN .ATIAYD DN OY NYHavs RS
RYR 30991 P RY DYNS TP YV DY TLT2I90 YV DOYNN MR 1IN
1YY .M NIYRIIM D1PINAYN ,NPwiT MaYwn v 0rwaY amaa o)

“[E]mployees [...] are as much members [of the firm] as shareholders who provide 19
the capital. Indeed, the employees may have made a much greater investment in
the enterprise by their years of service, may have less ability to withdraw, and may
have a greater stake in the future of the enterprise than many of the stockholders.”
L. H. Summers “Codetermination in the United States: A Projection of Problems
and Potentials” 4 J. Comp. L. & Sec. Reg. (1982) 155, 170

D72 NXIAP NNYIY 17NN ,YVNY DTN YW MYNN NIR1Y mMnun 7T pY 20
ININIVIAN 1IXN RN NIANNY IITINY NINYN V1279 (NYONY 0IININ D111 1pYa)
NI 9 2pY .NY VTN N DI TP 90N PIONNI APWIN 17NN 1YY rTYHIN
MPR ,NIIND MY ,NTIWINN MYY (oMY DR HRIY INY 7Y 120 INNTI N1and
NP YV NIVINL HTHY MININ IN NIANNY DIVND MPYHNYN 19181 NNAM
DNPOYN RN YY DNY NNYY NRYY Y9N RN 1TV DPTIDNY INRY DTN
,192N% PINN NYPYNL VI MYYY NI DR DITNPIVY 7 RY :12193 M NTHYN
MY W 1IINY MY L,NYPYAN YY IRIWDN DY NNV PR 17ANN TIN2 19AR KON
25 16 nvn ,Schleifer and Summers 183 NP1 MIYNRN NIWIN 1YY D TAYIN
.49 ,42-41'nya

F. Raday “Individual and Collective Dismissal: A Job Security Dichotomy” 10 21
Comp. Lab. L. J. (1989) 121, 150
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DD DONDI TP — DMI2TN YN — 1991 ,NNV 1R DN ATIY NN
DNYY DYINN D) TP 1IN NN NMRAD .MPYPNVYA MNLIN YY NIann oy
YR 7MRI9” .19INY NPLVMSN MNNNN YV AR VI ,D7PADN NHYId
DON»NNA .J2% DY YW 1T PIITVDIR P19 ZOVDNVNAIR N¥NY MRNP

2:pp21p DN NTIAY MNY

Such contracts could be made explicit, but they would be very hard to
write, and attempts to enforce them in court would be worse than no
contracts at all. Hence, the attraction of implicit promises — and the
opportunity for exploitation. Managers could decide to squeeze other
employees, cutting wages (knowing that the workers’ specific capital is
worthless at other firms), firing those that no longer justify their salaries
(despite implicit promises to “carry’ workers late in life in exchange
for highly productive work earlier). They could abolish severance pay
(a form of refunding to workers accumulated firm-specific capital) and

cut pensions (another form of deferred payment for work).

DIV DR 1Y WTPRY 1IN 1TV HY DIMPTA DR 1IN DNDOY RNP Y
PN 5 SV MDD DIVIAN DN DIPNN DY DY IR ,DMAND
YR (DYNINN) NN HPI TRN MNMDY YW NIXNN DNYAY NRVIN I NIV

24 pr72P0

DYTIND DR NNNann NIy 1Y% onn MI90Y Mman» a1 pYyv Mo
K. Van Wezel-Stone “Employees 81 ,(a theory of life cycle earnings) D»vimoin
as Stakeholders Under State Nonshareholder Constituency Statutes” 21 Stetson L.
Rev. (1991) 45, 48-53

182 'nya ,»yY 2 nayn Easterbrook and Fischel

NN YIAPY RNt W D apy 52-51 nya oy 22 navn ,Van Wezel-Stone
M. A. O’Connor “Restructuring 187 .D*72190 28%3 07202 17WN RVI YV DNINR
the Corporation’s Nexus of Contracts: Recognizing a Fiduciary Duty to Protect
Displaced Workers” 69 N. C. L. Rev. (1991) 1189

22

23
24
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The implicit contract in the internal labor market is that in the early
phases of their career, employees will be paid less than the value
of their marginal products and less than their opportunity wage in
exchange for a promise of job security and a wage rate that is greater
than the value of their marginal products and their opportunity
wages later in their working lives. Thus, employees are investing in
the firm during their training and high productivity periods with the
expectation of recouping on the investment in their declining years.
[...] [1]f they lose their investment at the point that they are about to
recoup as a result of decisions that are made by and for the benefit of
other constituent groups within the firm — e.g., if their implicit contract
to defer compensation is breached and their investment expropriated
by shareholders — then they have been treated unfairly and should
have some means of legal recourse.

NIYNY WK1 DAY DN DYIPANRD DMIPNNRN D MTINY W NNT DY
DXDIVIRN YY AN MXIRI DNNYN NNY YV NMVSNIVIN Y3 Yv Myawnn
2 072390 YV

'oMmn A

MIXNN DY MINNN NYYINN NHYYANI NN '5va YV 191IRN 0T DN DOMINN
DONINN .AMT MIXNNY 127p NPAY DNYY DNRY DN DYIR DM TNYN YR NNYY
DY D3 DPVMYT YY NMY “prin YVRY Y 1P 0Ty YV N0 DN
V2R D790 2pY DYNIN R NMYY YV 1IN 2910 WWNN TN 18D IR
NPRY ,70N 9190 ,1°0N TN 91NN PanvnY 019N 07T NYNN2 DYNIN
NHRIDIN YR NN NRT DWVIY DN .172NY DNMAIN YV TIvN R1YN NR RVan
AURI MY DNY INRY ,TNYA I 0RY (ANN2 N0 NvH ,INRIY)

22 M ,Van Wezel-Stone 187 0ImMD 07ank D1Ipnn YW AR 1MW NPPYY 25
.321-319 "Y1 ,4 NIYN 315 NYa,5vY 10 nvn ,Daniels ;46-45 mya 5y
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YWNRNN TIVN HY 1YYV AN HININ L2 YININA ,N7ANA DITPN D90 DAY
TINYN DNTIAYY Y25¥ RHYYIN NNIDN NHRYP .NY ANIRA 172N onmn Yv
MMM 90N ,7% TIVHN NIITIN 12PNN DN NVIN ,WYRIN DT DVITIVDA
,DNNINY DYTINAY RYR .M 1MIP NP0 ,MTN IN7 TIvNY ,N51Nn nmipa
DY NNNN NaN YN 1IN0 NI OMNN YV ATIAYD TIY DR DT IR
MR NR 7971Y 172NY DHYNWN NIW NTYIN NOIPN WY DYTIYNR MInn D'Yapn
DIV IR ,APOYY OpYN DR 1IN 920 OMIND AT NTIPI INIRA .DYNIND HY
HPIY DNNINN PHN I VIV MR 1A .0IaNIN RYYIN DY Nvamnn NR YR
IPOYNY MINTINA DNPN 1IN AVHY NIAYNY MIRPOYI DMINR NI
DP171 93771 DYMN 0AY ,IPWIRD MIDINNA 0N ,AVHVN WY NARrn
(MWMan »MYan IR) MYNNYNI NINDNNNN YV 7990 PN DN DNITN
IWARY ATV MIMPN NMINVINVIN NYAIN ) 1THY 9 HY .0nvaY) nhann Hv
DOONINN P2 172NN P2 72Y MDD YY WINN NN%Y RS Nnn 2ovad

% (o»1an M7 IPYI)

oYW
mypwnv DY OPR 199,903 179aNY DPON NN HYI NI DV
D2IR .0 1YY NYRIN NPAY 1K1Y MHYN N2 DNNAN DIRY 172N MINHNNN
— MYV NN NPYX NIAN ,)IDDN NNIA NPY — MXNNN NINIVAR I
YV NOWNN NRYYNY NYYIG TVR 1IN NYNIN L,5WNY 32 .0AY D) NYVINDI
WY "an) NIaNn HY pannn 1NN TP TP VYN NI NIPOY 1IN
D93 PINA N0 — T22 T (2NN PYAY NI0N P 10N NI PA 9N TP

“[T]he hostile takeover can be seen not simply as a mechanism that compels a 26
management to accept that level of business risk that shareholders deem appropriate,
but as a means by which shareholders outflank the safeguards managers obtained to
protect the promises of deferred compensation and job security [that shareholders
have given to managers]. Thus, what appears from the bidder’s perspective to be a
process of purging organizational slack looks from the manager’s viewpoint more
.24 'nya ,»y" 8 nyn ,Coffee .like deceptive reneging on the original understanding”
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TR 2V 1720 NTYIN MIADN IPANND NPMINA JIva 1YY — DYV
NYRY NARIVN NYNIN 79299 .INN 7PAD YV NIV DI 2INN PAD YV TOANN
2300 7 DR TNNY 1A HY AT ORY wR Y5 MYYY ATNR NN 1YONY
77 59300

993 9972 RN — RHW P2 2IN NIOR RINY P2 — ARNOD ANNY R T
99 DR WRIN H1ARY DMITON NYIY D17 RIN PR PITY ,DOMNM VAN DION
DNYY ,MYNNYN NMINNN DN D) 029910 ARNYAN NN . WNINNY TNYY
PN DTINNY NN YV TIPITL WINI MYRNRA DNNYYNY WITNY DRNwIn Yy
NV AT PAIYA DPVLMN NMDINNN — MR TIY 1PN Y 12 DINYN
MAIYARD MIWYRIY ANYY DIVYN IRND YV DNINWN NNV DR INNTH
— VTN 21N NP MYenRa n7an Y (leverage buyout) nannn nwI YV
M9 31 PR DY YW Mavamn AnMwIN Y9331 .(junk bond) "Yar n”ar”
PAY IRNOD TN MR AR RY L (Milken) 1p9 10 Yp7n 11onn QUR YW INRIVAD
1YY 192D 1POY PN NN DWNY NN 1YY RY 1% Ny NIk Dapn
YDI) DR 1TIYIVI PIY MRNDA,PRIN PP TV MHPIY 12V9MY ,NNY MIan
Y VLV NIAYN YV MIVARD DITP PNY AT HI — DMYnn DPIaY NMann
"9 (NPOYN NIV ,A9aNN 1Y Y — MY NYY) DVWTN NvIn Hya
YW 9NN NN TMNYH 1WHIN NRYWA 1Y .nnn Y Yapn amdn n1annw
TN LYY NNVA DYNPHRN PMAN YV ITNAN M0 LVNIT NPY NIaNN
2 p39) ,DOWNN YV DWIIT,Pannn NYaRD YW

“For any corporation, let A = Assets, B = Bonds, and C = Common Stock, where all 27
values are at market. In that case, A = B + C. It is easy to see that any decrease in
B will increase C by a corresponding amount. If you want bonds to lose value, you

.125 'nya ,9vY 18 nayn ,McDaniel .make them more risky”
Y. Amihud “Leveraged Management Buyouts and Shareholders Wealth” Yon% w28
in Y. Amihud Leveraged Management Buyouts: Causes and Consequences (1989)
2-11; K. Lehn and A. Poulsen “Leveraged Buyouts: Wealth Creation or Wealth
Redistribution?” in M. L. Weidenbaum and K. W. Chilton Public Policy Toward
nannnin MuHNYNn RN N1 nonann 1pnn .Corporate Takeovers (1988) 104
PANNN NIRD DY NPTH NNV YIPNN NNTA NPVWA APY IPDA PN 1Nann Yy
VNN MIT DR INTY S09VNN 1T AT TIRYNL TP 297800 yIwY ,Caa-y An
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YV STINY N P INPNL YPWYN PaDN NIXMN 17INNY DIDN DITH 1370
7YY 7P PODN TINIY INRY .0 ANYN VINY DWW 1Y PRY MnYT
MNYTN YV NWIIN RN HY WINN NN RYN RN N2 IMYN DR HY n7ann
192N2 PA0N YV IMYN LINR PIPN DI IR NYWIDIN NN MVNIIN NN JINn
M AN NNIINN RN DTIIPIN TND IR MDOIN D) YD 1N
DITP YNY PN IR DIPAY 1IANN DR NINNA LMD YONN In HY
M 1YY TIT VIPIY NIANN NYMIN DR NN ,NPIND PHYL YV DDIVIRA
.PA0N YV DDIVIRA DR PIVNI IRAN NIPRY NODMNVNNINI

157 WY 12I¥ IMIN NYAR NN YW IN1IpY Pand DNy N
,ATN 2290 NP DR P0aNY NVYNN 19aNN WO INRY DY D'YYT N9annn
DOWNND IDINA 1Y NIMI RNYW MPYW PR 192wa Dabn Nern N1Tnd
NYY .ORYA 2590 YV PIVR TIY TP 1IaNN NVYNN YTIVD DYY Pav Y PR
MpIDan NIMIN NN MIAN TWRI ,DAVNND IPYPNI MINDW AT NoN
NWY1 ,NI0MA NANN YW MTIRTTNN ANVYNN LAY DRNNN 1IN Y
MN NV TP’ DNIR 02N DV NPRIVIYN NPYRY TINIA NTMY ,DIPNN
WHNN T8N HYHI 7171 RINY — 19780 ,N17aNN YV Nynnwnn Marnnnh vNan
NRT 9215 1NYY 77NN PNPARY YVAVN PIN DN MWPNNY NYY — npoya
7R HYYa Hv DN NRYN Yw n'Yonn *T YY nonm anvna

Metropolitan Life Ins. Co. v. RJR Nabisco, Inc. 716 F. Supp. 1504 1 n¥ab
(S.D.N.Y. 1989)
.310-308 'ya ,2vY 9 nyn ,Klein, Crawford, and Alchain 183 29
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DWId NIIYN , 0N N1 390 N2 DPpRY NVYNN IMpn 1YNp VR
9370 ,1Y PN D202 AYYON DR NPAY 1IN JYNY NINYD MYPYWR IRY
N2IYN 0’37 DMIPHA .0V PPOY NR 0PPY PYNRN 11ANAY INMpN PNn 1
NVPHRN AT PYNTIOTIMN IDIR DRV MIPR 1YAPN P2 19NN PAY DONN
YNnY NYYea) NIaANN TN YR NIMYY MIRNA Man AYnpn DR YY )
IR AYYAN NR MDY NVIYNN RAWI HVNY (NN YY1 SV DN NRVA
ANR DIpnY P Yy

NMIPN NYNPA TN PR TVURI 1DARY DTN DINRYP JURI 1R, TIVY NIRT
12 MINDM M N0 DONYY RIN NPYPOY MIAN YV MO 10 PUHWA RHR
127 12200 YR NMYY PENNY RO MIYARNY *,nwp 0 Y by m»np
MYPY DA MIIN HY MY RIN NRNN PHRWI DWNNN NIV 71 .NOYVYN
MY DN 19298 NI2N MININ NPMIPN

The large national-market firm has available to it the promise of
locating, in a particular area or expanding its operations there, the
threat of moving or contracting its operations as potent bargaining
points in its dealings with local and even state political leaders. The
branch manager of the company whose plant is the largest employer
in a town or the vice-president of the firm proposing to build a plant
which will become the largest employer in a small state deals with local
government not as a citizen but as a quasi-sovereign power. Taxes,
zoning laws, roads, and the like become matters of negotiation as
much as matters of legislation. [...] the corporation’s scope of choice,
its financial staying power, its independence of significant local forces
are all sources of strength in dealing with the characteristically weak
governments at the local and often at the state levels.

R. B. Tyler “Other Constituency Statutes” 59 Miss. L. Rev. (1994) 373, 414-415 w1 30
C. Kaysen “The Corporation: How Much Power? What Scope?” in The Corporation 31
in Modern Society (E. Mason ed., 1959) 88, 100-101
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WKL HRIY? NYVHRN P NNNIYA YVIR NN 72 IR NN D7 MR HRIY?
3 D”Ipa YYan nnpn DwY NwIT HVIRY DIpIvny
POV DHYYan MY YW 1YYan nn»n United Steel Company n7990 n9an
2mRaw (Youngstown) TIRVDIY NPYA SV AVIND NMOYNR Y DR
NNDLAIY DIVN DPNNN DYYANN NY DR DIINYI DY 1VHNN NYann
NR YPYNY RYY NVYNAY 1Y DWINN ;NP RY DY MYPNR DNHYY
S5V MNP NN PIVINI YA 17NN NVINN .DHYYAND NITVY WITIN 0N
PN AN DT 295K TNV Y 1TRY DT 3,500 ,9199 0Np :DHNp
D2ARWN 177792 1PYN DNPPNY 000 DN NYNPN ,NIVY;PIdRY DTNY
NPYRAD PN MPYPWYNN .DYYANN NI 2PY 11PNV NTIY 1TIY NHRY D217
MY Npaon An»n nypv AT mYavon apTvnny own ,mnnnm
197N DR 1A DAY PAD 1A RYY ,DMINAYNY 193NN YTAIYY DM
,0°377 '»n Y32 N°93%I0 YTIVN NR PNNY 107 DITIVN .DYYIND N0 DY
DYV PIVR I YYAND NWIIY N7INY NANY NYRN MIYYNRA NN Pa
17390 AWIINY YYNN YY1 DTIPYN PIIRY DYYaAnn NR NINY N3P0 NN
N3 .1N%Y 19NN 295 NN RY MIIND DY 9 NPTHN YV MIRNYN T HY
TUNNA DINRD NIYY ,DPTNPY TP MIT HY NP PINY 21D VaVNN
" HY N00 DR PNNY TNPN IR YV INYAN DR INT HYann Hv nvp
mMaT ¥ 17aNYY MRIY NYa Yap vavna N2 .DTAYY DYYann nIon
797N AN ARNIND OR D3 ,DNDAN AT Y991 ,N1%7D OYanI mwys nopIn
NYAPNN ,DXTIVAN VIV NIANN YYMIN 11PN T SLDRDT NIYY PIRVDIY
PN 9P HR NP IPPVAY DPVIY DYPVNN

Local 1330, United Steel Workers v. United States Steel Corp 631 F. 2d 1264 w3 32
DIVORA INY WV PPN YOI NVINNN D Y Nt qiva (61 Cir. 1980)
WP PRIYYN DYIPN HIYY R :D7aAVINM NP PR, DTN YW (reliance) mannonn
MYPA 1IN W 1077 RY DHYYANNY J2Y DT DR WIANY AIINN DY YYD NN
IR INR IMRA HPann YV PP TYNN YY DNIINNDIN NYIN DN N27IP MIT HY

J. Singer “The Reliance Interest in Property” 40 Stan. L. Rev. (1988) 611
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M. M. Blair and L. A. Stout “Symposium: Team &3 .Jn%® Nmn NR NI8p2 O8N

Production in Business Organizations: An Introduction” 24 J. of Corp. L. (1999)
.(“Introduction” :19n9) 743
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The heart of the matter may lie in recognizing that some productive
activities depend at least as much upon horizontal relationships as
vertical ones. Put differently, some kinds of outcomes can only be
achieved through joint effort — sometimes the joint effort of large
numbers of people. If the activities and inputs of those participants
are adequately coordinated, their collective output can be qualitatively
different and vastly larger than the sum of what each individual
could produce separately. Yet, transaction costs and other market
imperfections often make it impossible to achieve the required
coordination through impersonal individual exchanges in markets or

even through a set of explicit contracts.

MIPRI NP DINR .PADN NIPR PRI NPPL HY HTINIY MTNID J0 JIV NN
MNAY TYN,NIANN ,NRY 2H3HINTIVAVNN TNIRD DYIR ,NPOYN NN MNP
VR NNY DTTINNN TIANN OPTY IHPIIND IN0N LNYTY IR Nvya

JNNAP NN HY YAN RN DNYP NPTRD NN

DRIN WYY DYPNNL NP AVPI N PYNN TDNAP MR NN

TIPNY MINR MMV YW PN IN27P DR WNT NE7D PYIN (1) :0M08N
TIPN — 191 YT 403,101 — NMPIN MMYND YW DIPHN TR DINVN N
MNP NP LY PPAN 199 ,NIP KV NNYPA PINY YVIT PR T2V TNR DI
YPYNY DN NNIAPN MIANY DIARVYNIN PON MINAY (2) .NINYNNn N

.264 'nya ,nv ,Blair and Stout, A Theory

SONNIP N HY YN DR IPNY 021939 YV DNTIAY HY MIMNDN VIRLDY YA
A. A. Alchain and H. Demsetz “Production, Information Costs, and Economic nna)
Organization” 62 Am. Econ. Rev. (1972) 777; B. Holmstrom “Moral Hazard in
Teams” 13 Bell J. Econ. (1982) 324; R. G. Rajan and L. Zingales “Power in the
Theory of a Firm” 113 Q. J. Econ. (1998) 387
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12122 1NYWYI 9aN SV INYIYE SV IRYINY NN INYWYI DNON PYHN ONNY
N PYNNY Namwn

NN PHIN YN DRIND IVIYVR MTMY NYNDR NYHOY NINan
9971,1TI2Y ,2IN0,130) MTAR MMWN YW 1IN 1¥127) DR YT 1IN0 [IoNa
(D970, 0721 ,2I0 MR HYI NPIN YY) DN N TNPRY (NN
DP»TINY DARYN DN 172NN NYYAY DIWITIN DARVNANN PN ,2PY 11RIW 29
DYPYN 1INM PINN YPAD 1PAR ,VIRVDY D2 YV 1TTY 2 YY qOn .Ax1apY
nw?I DwY HYwnh — 793%Y 12 NVHRNYN 7IANAY INRYY ,DIS PN A7ama
DMYY 1Y PYN IMpNRN NYNPN D1 .ANAPY 29D NINY 93N — ITINY TN
RPN PYNN HNAWN AN 17N YV DYTINYN D378N YY IIYY 1TYNY 173
79N *PAD DYHYI2Y ,NNIAPA DIANN DININNN TNR R 0NN P2anY MNP
192NN NN YW DYON PHT D NN N NPR DIAN PINN TPADI TVNRN
€35 IMYPYIN RPNT yan

MANN TRR Y3 :WNN YV OVIP TNPN ,IMRA PR Y9I NIAPN NN
tNNN DR Y2pY 9127 NPR DAN TNR R IR ,PPYINY YN DR DN ANIapn
TN AYRVN RIAR NINYIN .ANIAPY PINN L2079 19INA INMYPYA YY 11NN
SR L2979 N POY RN ,IHDYN 172N .07aNN P2 AXApn NN pm
Y5 YV PO NMINN NTNY DRAN2 DIIND PA NN DR PHYNY Twar
75N 993 Y5 .AMINN DTN DR YIAPY WYN MIWAR PRY Nan 00N TNR
S0 NPYN HHI ;NP NN PYNN PXAY NYY ,TIYTI IR YRIN VAPV
DPNVNIR NYY NHY MY Iy Y3 YnY ;NS Nnavn yaprw onna
PAYNHN prNNNY 9an 93% pnn N Y930 (the free-rider problem) Mm% vy
790NN DR YWR 1IN TN T2 — 1Y NNNY INMIVNN RIYND IR 172nY
993 %9 9 Y NVLINN DNNIL YIAPN PONN DR YNT RINY PN — NYpwnl

.745 'y ,9YY 45 nayn ,Blair and Stout, “Introduction” 48
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.745 'nya ,»vY 45 nayn ,Blair and Stout, “Introduction” 50
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ana nvHwn YHYa LY oMIRY YWY NN " nnnY pian” oTph
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S IN%a NYYINY NN NYIP LY MDYNN IR MR W 21 YpI HY
DR L,AMR 7PNY DINR 9190 17319 DI0INN TN RN 719200 NYYIN .M1Ian
179 VR DVPMID NAPWNA PAINNY D13 TINR YD FEPIva XY YN
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95N YV 1IN NNONY IMT SINTNN DNR NIIAY ATHRN DRR NN
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172NN YN, DMIPYRYN NI ANINY ,NY9NPN NTN NHNR MPRNRI DVOW]
NR 9P2Y DINR YW (NPIRNN D) NN NN YW man oYapn orN
DIWMY Yp ;7M1 77ann DYYINA PIAPN VITIVDN DR ,TIN NN DNV
D) .TIRN DPINNN VITIVDN 72 HY 1YY NTWNN IRVIN 1PIAND ,IYNVN-Tm
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D'WITIV DNWNN 79DH 127 NTHRA MIMYN 1N DR YV MTNM MY
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Y7PNN TPONN DR DPOYN DNY NIY NRYNN 7NN TYYIN D YAIp JoY Yprn 56
M. C. Jensen “Value Maximization, 1R7 .90 712» DVIPI N NPV YV DY
Stakeholder Theory, and the Corporate Objective Function” 14 J. Applied Corp.
Fin. (2001) 8, 10

YN Y9N NP DV PYNN DR WHYD 19INY 19N YV YRR IR YRV NPR T 57
P INR APNNN 2R NI JHNY PN TPV NANTINL PIDYR T NN AYRYA DINR
,772N0 YINY MNVA MYPRIN YV DV DR PIPAY TVAR 1N IMPRNRIY 17NN
NN VR NN
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D2NWYNN NN 1T DHNR DNV P2 DY DTN Y2 TWRI . WNNWVHI
nnannY o915y N1ann Y Yv WP SYah NN NR Y3 TARY ANYY
PRY INRN TPANY P09 NIVNN IRYIY IR :DVP DIWNIN W 11D NIpna
— NIV MAIVARA 20D I — IR ;IORY AN PA N0 DR DYTY 0N
DYYY HVINY PWPN YWN ITP’NL VDNMVNNIR J9INT ,DNIRID ITPAN DAY
DMIPNN NVA TN RN WD NIPN,PMIYD N17a00 NYRIN 1PN ENrIny
1YY TIpann MY yIam
VAVNL MININ NIINN MHYIN HW INNRDN DR 1IN MR 1799 YpI HY
RN NIToNY Y21pnn
%2.,07TM N2 ANPD R MINND IPYONN YV NWN AN D DD DT
.72592 TNR NINWYN NN5N X1 199 — NPINA YYA — NNR DINT *aY) Nam RN
03 1YnY IR NIAN2 MIMYND 'Pav Y3 ynh %1vab wIT NIPR 11NN Ynn
NMMYN PA0 — 3TN TN IPNY YW DDIVIRD 299 77 RN IMDINN 0NN
DRV — 7792 TN NPIND YA 9% MIAINND 19N D1 .17ann Y Pan
NV ,NPON AVIVA TYN MIWN2 INYRAN NTIN .N9aN2 INYPYA 172 NN
NN HYONN ,NIRIY 19Y 5199 Pt nvann vYya Yv omm Yy ynn
mMP*a NIYARM N2 NIYY DYHYY J1TY TIWRL NI PN DHNIND Npoon
2RIN NP YW MYPN MYV DR DNXNYND RN 92 .08I0 YY 71T MIN
DD MYV MINIA MPYONN YW 3T ANYIY NN 17PN 0 MY IMT
QmIYN NN DPLIN MIANY DPINININ AP DN “NYInn HY2”Y NN RN
DYNNI DR RWAY 19ANN YNINY MNAY 0 ,MaTYM DIDIV1R HW anI
MR YN DMYVY DPR NIMINN OHYI HPMAI OMIR LINR MINWN INdN RN

“Amanager responsible to two conflicting interests is in fact answerable to neither.” 58
F. H. Easterbrook and D. R. Fischel “The Proper Role of a Target’s Management in
Responding to a Tender Offer” 94 Harv. L. Rev. (1981) 1161, 1192

Y9 4 nayn Clark ;38 mya %9 2 nayn ,Easterbrook and Fischel Ywn% w3 59
.20 'nya

NN YV NNPPY NTIVN YY DN 0YID DN AT MYVY DY DTMYN YV 7MY 60
Y91 1PN — IMNS NVN NORY NPRVYN NPIND YHPL 2aH3 NIYN SRYN YV DINR

73



N’poYn NIann NYHYoN

R ,NREPN OPYN P2 AT VMY NINY W 73T JYNNI MIIRY 19
NVYNY NXNRN NN TPYINN LIPOR 77,700 117910 .PRIN ANV 29IR NHYI
10N TNR Yawa 19°Y YN DR NN RN PR .DINWYN NN TN NHR
YN DN TNR YOV ,Do9%anNn D997aY YW Pan YR oMk 1Y ROHR 200
TP IR PN NPR TN TOR R TR ,NIND HYAN M HY DOTINY DDIVIN
JD0IN HYA 593 HY DN DRV — WPIANN
RN ,73Y3 :PDY DN ,TPWRY AT AT Dvann hya oY1 am
DYPYN PI N2 PRV NPVI9 N7AN ANIWA N7aNA ANYD DY ,NIvY Ywnn
NR P72 VN2 HYINY NN VAR ,DNINN 9% PN N2 IWPVIY DMVIVOR
PO PN NN D9YTYHRN L0 RNV YW MmN IXapd nvnn Hya
T TN AT L,IINVA NYIDRN M0 DYYD [ DRT DMYY 010 IR N
29PN DYPVYN L(NVHY NPIAT IR 7Y O HYNY) DMVIVOR DYPYN
MypvuNN NPAY) 0?70 DIPYN (ININ MYPYVN PN DPINNY) NI
MOIRA DN (0793557 179pNn DMPYY PP WX DAY 11 RIN ONHYY
YPVNN ,HVNY T2 CLPVINY NNY 159N DYPYWNRN MNP NNR Y3 HY NIDY

D. K. Sampson “The Fiduciary Duties Ywn% 17 2v8% nnam namnnw nmnn
of Corporate Directors to ‘Phantom’ Stockholders” 62 U. Chi. L. Rev. (1995)
1275; D. J. H. Greenwood “Fictional Shareholders: For Whom Are Corporate
Managers Trustees Revisited” 69 S. Cal. L. Rev. (1996) 1021; H. T. C. Hu “New
Financial Products, the Modern Process of Financial Innovation, and the Puzzle of
Shareholder Welfare” 69 Tex. L. Rev. (1991) 1273; L. E. Mitchell “The Puzzling
Paradox of Preferred Stock (And Why We Should Care About It)” 51 Bus. Law.
99 35 nayn ,Booth ;177-173 'mya %Y 34 nayn Wallman 191 ;(1996) 443

“If management duty is measured by the interests of a diversified stockholder, 61
management duty is to maximize profits even at the risk of bankrupting the firm.
A diversified stockholder cares little about firm-specific risk so long as return is
adequate. A diversified stockholder cares only about the overall risk in his or her
portfolio. [...] On the other hand, if management duty is measured by the interests
of an undiversified stockholder, the duty is to maximize profits and to minimize
risk. An undiversified stockholder will likely prefer a merely adequate return to a
high return with high risk. Such an investor cares very much about the survival of
.430-429 'nya ,»yY 35 nIvn ,Booth .the firm”
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