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» Theory of the firm (corporate theory) explained by Berle and Means.

» The Contractarian Theory of the Firm ( shareholder wealth maximization is
fundamentally market-driven) explained by Edward Freeman.

» Stakeholder Theory: it borrows from shareholder theory that a company
should be managed for the benefits of shareholders+ stakeholders.

» Theoretical Rationales for Board Primacy: in the 1970s, John Kenneth
Galbraith developed a managerial justification for centralized corporate
decision-making. Galbraith argued that group decision-making should be
authoritarian in order to protect the organization from poorly informed
outsiders. Therefore, power should be exercised by the corporate itself and
not shareholders.
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