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Capitalism, Corporations and

the Social Contract

A Critique of Stakeholder Theory

In whose interests should a corporation be run? Over the last thirty years

the field of ‘stakeholder theory’ has proposed a distinctive answer: a cor-

poration should be run in the interests of all its primary stakeholders –

including employees, customers, suppliers and financiers – without contra-

dicting the ethical principles on which capitalism stands. This book offers

a critique of this central claim. It argues that by applying the political

concept of a ‘social contract’ to the corporation, stakeholder theory in

fact undermines the principles on which a market economy is based. The

argument builds upon an extensive review of the stakeholder literature

and an analysis of its philosophical foundations, particularly concerning

the social contract tradition of John Rawls and his predecessors. The book

concludes by offering a qualified version of Milton Friedman’s shareholder

theory as a more justifiable account of the purpose of a corporation.

samuel f. mansell is Lecturer in Business Ethics at the University of St

Andrews. Samuel’s research interests lie in the application of political and

moral philosophy to the field of business ethics, with particular reference

to the work of Aristotle, Aquinas, Hobbes and Kant. He is currently

researching the roles of distributive justice and beneficence in the modern

corporation.
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Foreword

A new story about business and capitalism has emerged in the last

thirty years. The bare bones of this story are that every business has

a set of stakeholders: groups and individuals who can affect or be

affected by the purpose and operations of the business. For a busi-

ness to be successful it must pay attention to these stakeholders, and

ultimately it must create value for them, though sometimes value is in

fact destroyed. Also, the new narrative embraces the view that human

beings are complex creatures who sometimes act in their self-interest

and sometimes act in regard to others. The new story eschews imput-

ing a singular motivation to all human activity in business. Capitalism

itself is essentially a system of social cooperation whereby we create

and trade value together. No one of us could accomplish alone what

our businesses and their stakeholders are able to create together.

This story has developed as a counterpoint to the standard modern-

day narrative of capitalism as a system whose only concern is the

generation of profits for owners or shareholders, and as a system that

is based on greed, money and self-interest. All too often in today’s post-

financial-crisis world, we see more and more evidence of the power of

this dominant narrative.

As “stakeholder theory” (as this new narrative has come to be called)

has developed, there have been a number of variations on it, each with

somewhat different assumptions, framings, and claims. The time is

ripe for a more critical analysis of these theories.

Sam Mansell has produced a fine critical analysis of stakeholder

theory. He is both a skeptical and a sympathetic critic, a difficult

road to follow, yet the results are a fine example of how to give the

best possible interpretation of a position before one begins to criticize

it. More importantly, he does not examine the claims of stakeholder

theory only from the standpoint of the standard narrative, where they

are bound to come up short, and in error. Rather, he wonders whether

vii
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viii Foreword

stakeholder theory goes far enough both as a way to understand busi-

ness practice and as an analysis of how business practice and theory

need to change.

As one of many authors of this new narrative about business, I can-

not pretend to be an uninterested bystander. Much of this book is

critical of positions that I have held and continue to advocate. How-

ever, Mansell’s critique has the potential to make stakeholder theory

better and stronger. And the scholarly life demands that we pay sharp

attention to our critics, to advance our knowledge in general and busi-

ness practice in particular.

My hope is that this book will be one of many more to come that will

help up develop a better version of stakeholder theory and continue

to make business and capitalism a system of value creation and trade

that is truly fit for human beings.

R. Edward Freeman

The Darden School, University of Virginia

Charlottesville, Virginia
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Harro Höpfl has been an exemplar for the highest standards of schol-

arship. I am particularly grateful for his active support during the

three years it has taken to bring the book to publication after the PhD

had been completed. I would also like to thank David Weir and Bob

Wearing, the examiners of the original thesis, both for their astute

examination and for their encouragement to develop and publish the

research.

Next I must thank my PhD colleagues at the University of Essex for

their support during the years over which the majority of this research

was conducted. A piece of writing on this scale throws up many per-

sonal and intellectual challenges, and in facing them the friendship

and good character of my closest peers has meant a lot. My gratitude

goes to Sumohon Matilal, Przemyslaw Piatkowski, Lorena Ruiz Gar-

cia, Achilleas Karayiannis, Tom Vine and Michal Izak. I would like to

acknowledge a number of past and present colleagues at Essex Busi-

ness School and the University of St Andrews for creating a stimulating

environment for teaching and research. In particular, my thanks go to

John Desmond, Nick Butler, Philip Roscoe, Rob Gray, Jan Bebbing-
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