| The Joint Stock Trading Compang
e The Merchant Aclventurers, 3.9,

« Each handled own caPital . later shared infrastructure.

e The Muscovy or Russia Company, 951905

« Risks are shared viajoint stock: First, one voyage at a "
: time; then for limited Periocls of years; then permanent. Sebastian Cabot
'« Dutch East India Company, 1602

Lo English East India Company, 1600/1613

e The Virginia Company, 1606

Sir Francis Drake

The Joint Stock Trading Coml:)ang

: The trade of ajoint—stock company is alwags managecl bg a court of directors. This
court, inclcecl, is Frcquentlg subject in many respects to the control of a gcneral
court of ProPrictors. But the greater Part of those Proprictors seldom Prctencl to
understand anything of the business of the company.... The directors of such
comPanies, However, being the managers rather of other People‘s money than of
' their own, it cannot well be cxPcctcd that tl‘:eg should watch over it with the same
: anxious vigilancc with which the partners ina Private copartnery Frequcntly watch
- over their own. Like the stewards of a rich man, theg are apt to consider attention to
small matters as not for their master's honor-.... Negligence and Profusion, theremcore,
must a!wags Prevail, more or !ess, in the management of the affairs of such a
: company. That ajoint—stock company should be able to carry on successFu”g any
branch of Foreign trade, when Private adventurers can come into any sort of open
~and fair comPetition with them, seems contrary to all exPericnce.Thc onlg trades
-+ which it seems Possible for ajoint—stock company to carry on succcssmcung, without
- an exclusive Privilege, are those of which all the oPerations are caPable of being

" reduced towhatis called a routine, or to such unhcormi’cg of method as admits of

little or no variation. - Adam Smith, The Wealth of Nations (1776)




e From the very beginning of thejoint

stock company, the essential role of the

| board is one of Provic]ing assurance -
assurance that the firm is what it claims
to be, and that the assets of the firm are
| being managed as their owners have

3 agreed when theg Providecl them.

i Arbitrérg Rule of the Stuart Kings: What

happens to commerce when kings FCPlaCC t!’lC rule O{: Iaw.

3 The Glorious Revolution: The effects of

‘ constitutions on commerce.

‘o Bubbles ancl SWiﬂCHCS: Joint stock companies
can sell shares. The South Sea Bubble (1720).

| ° Central chartering and central controls

for corporate life begin to appear.







Some Elements of Agent CaPitalism

G T}'IC alignment theorg O{: corporate governance s

- wrong; Berle and Means were right) but the fix is wrong,

- * Managers rewarded like owners become owners, and
act like them. Nobodg runs the Place. Directors and
‘j managers in cahoots; shareholders hold the bag.

: £ 50, treat managers and owners cligerentlg; sel:)arate,
don’t align their incentives Pencectlg. Managers act as

agents for the ﬁrm; directors act as agents for owners.

* Managers Practice full-cost management, responding |

to diverse stakehol&ers; intemalizing costs.

. lnstitutional ancl regulatorg reForms structure the
' delicate balance of coordination and conflict between

: managers and directors.

. Business schools teach both the skills of owners

(finance, accounting) and the skills of managers (human

' resources; strategjc Planning; oPerations control;
marke’cing).




