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Abstract: - The theme of government in business, and in a larger sense, in society, has been studied at all
levels, political, economic, sociological and ethical.
To this end, many scholars have found that the source of productive factors: land, capital and labour, have
aspired to increase their spheres of activity and thereby influence society, broadly understood, and the
productive system as a whole.
Moreover, the way governing power has been exercised by those who control the more important, or rather
strategic, productive factors for a given historical period has been underscored.
In this last sense it should be noted how in the course of time a “shift” of power has taken place from one
factor to another, and this almost makes understandable the deduction that, given the changing importance of
the factors under consideration, there can be in future further shifts in the power of government both in
society and businesses.
In this view, the present research sets as its objective the investigation of the determinants of government
power in business and the evolution they have undergone over the course of time.
This analysis will be effected tracing the principal phases of development of the modern company, placing
particular importance on the causes and consequences linked to the success of the irresponsible company.
The article will conclude by offering some ideas for possible self-regulation useful in developing responsible
behaviour towards the various stakeholders. Furthermore it will be revealed how the implementation of
strategies for the effective management and increase in value of knowledge represents the latest trend of
successful entrepreneurial systems, which find in intellectual and managerial capitalism the new model for
the governance of a company.
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creation of a vast network international
relationships.
The principal objective of large mature
companies was business continuity, which they
sought through industrial and commercial
business strategies, which normally avoided
opportunistic and speculative actions and which
assurred in western countries, especially after the
end of World War II, full use of resources,
satisfactory compensation and innovative
technologies.
As shown by the scholar A. Chandler4, the
invisible hand was replaced by the “visible hand”,
represented by large companies, by their growing
capacity to plan and construct engines of supply
and demand.
Without
question
such
technological,
economic and social progress could not have been
achieved by the actions of managers and large
companies alone, but required above all a political
environment favourable to civil rights and
economic freedom.
The large mature company came to be
considered almost as public institutions and were
synonymous with professional management. This
last observation reflected the notion according to
which companies were in some sense public
institutions; and that the people that ran them had
a civic responsibility which required a level of
ethical integrity equal to that expected from
doctors and attorneys.- as well as moderation in
setting their own compensation.
In the period from the end of the 1930’s to the
beginning of the 1960’s, the mature corporation,
if on the one hand providing an abundance of
goods and services able to adequately serve
human needs, on the other hand influenced human
behavior to create new lifestyles5. As a
consequence, there arose the problem in large
corporations of executive responsibility and of
their control. In fact while in 19nth century
companies, executive conduct was controlled by
ownership and subject in a particular way to the
regulation of competitive market mechanisms, in
the public company managers more and more
freed from ownership control and exerted a
significant power over the markets, on the
community, the State, and the values and
aspirations of individuals.

Introduction

In the second and the beginning of the third
decade of the 20th century there was a succession
of research studies on economic institutions and
companies in particular.
The real world began to be investigated using
statistical-mathematical techniques to measure
social-economic phenomena.
What came to be called the institutional school
was born, which contributed not a little in
rendering obsolete classical economic principles
based on the “invisible hand” and on the market
mechanisms able to mysteriously re-balance
productive factors into full use.
In particular, the analyses will focus on the
phenomenon of the large company and on the
shift of governing power from capitalist
entrepreneurs to management officials without
any shareholder interest2.
In this regard, an authoritative contribution
dating back to this period shows how in the
American entrepreneurial scene of the era was
typified by the “mature corporation”, or rather,
entrepreneurial realities in which the dominant
individual who made strategic decisions was no
longer the capitalist business man, but the non
proprietary professional managers3.
The principal cause of the appearance of the
mature company is found in a series of
circumstances of which the explosion of scientific
and technological progress is of greatest
importance.
This type of capitalism, defined as
“managerial”, has dominated the economic scene
from the beginning of the 1930’s to the end of the
1960’s. It was characterized by a remarkable
economic expansion, by positive profitability,
employment and real income growth, and
improvement of working conditions. It seemed,
furthermore, that the useful function of the
manager was also oriented toward social relations
and respect for important employee needs.
The managerial revolution if on the one hand
has changed the relationship between shareholders
and management executives, on the other has
helped to redirect the strategies of the big
corporations toward growth and profitability
projected over a longer period and toward the
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The belief arose that the markets and owners
were not capable of controlling managers- a
circumstance felt even more with the advent of
shareholder capitalism management characterized
by the “financialization” of management.

2.

The role of finance
business governance

was hoped that granting freedom to the latter
would best resolve its problems8.
But this did not always happen, and so, an
environment was created in which financial
speculation steadily developed, generating
enormous
profits,
bringing
about
the
“financialization” of the management of the large
companies, and increasingly destabilizing the
economic systems of various countries.
In response to the contraction of profits and
spurred by the advent of a political climate which
aspired to economic deregulation and the control
of those interested in capital risk, there is already
seen in large companies by the mid 1960’s the socalled return to “investor capitalism”: single
shareholders, families, State shareholders, but
above all institutional investors. In essence, the
holders of capital tried to increase profit levels
and, to this end they indirectly, sometimes
directly, took an active interest in the management
of companies, no longer placing their confindence
in top manager officials.
So, on the basis of what has been revealed thus
far, it can be asserted that the governance of large
companies, beginning in the 1970’s, evolved to
create a clear change in “managerial capitalist
systems”: As a matter of fact a system evolved
which could be defined as “financial corporate
stock managerial capitalism”.
Specifically,
the
following
arranged
schematically are the effects asserted above to be
the effects of the success of managerial stock
financial capitalism:
The return of company direction to the
shareholders;
The growth of the importance of the
shareprice through the financial activity of a
speculative nature;
Business management planned with a
view to the short term9.
With the success of this form of capitalism ,
the economic principals of the large industrial
companies tended to be made up of nonmanagerial capitalists who could control the
governance of companies and, in particular
nominate the administrators and top managers,
and so were in the position to direct the strategy of
the companies they controlled.

in

From the middle of the 1960’s to the end of the
1980’s there was a significant drop in profits6.
The main causes of this significant
phenomenon are to be found in an unanticipated
crisis of the capitalistic system, which had
probably lost over the course of time some of the
propulsive capacity which had distinguished it for
many years.
In fact the capitalistic system, from the
beginning of the 20th century had acquired an
explosive capacity for growth-evidenced by,
among other things, the economic success of the
big corporations quoted in the stock market7.
Interesting to note as well, and barely shown,
is that the economic growth of this period was
accompanied by social peace; the two phenomena
reinforced each other creating a virtuous circle
that produced results once unimagined.
Little by little, however, starting in the middle
of the 1960’s the western capitalist system began
to see its mechanisms produce results which fell
short of expectations, until a significant slowdown
of the system was evident in its economic,
financial and political components.
Specifically, the turmoil of the capitalist
system and the corresponding drop in profit levels
can be traced back to the following determinants:
The exhaustion of the efficient
combination of technology/low costs;
The growth of labour movement protests;
The increase in raw material prices
(primarily oil);
Growing problems in international
exchange of payment systems.
Strong political orientation and authoritative
economic theories explained the instability and
uncertainty which dominated the markets and it
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remained hidden for a long time and came to light
at the beginning of the 1990’s, perhaps due to the
success of “financial stock managerial
capitalism”, directed to maximize share value by
means of more and more aggressive methods13.
This concerns particularly several large
industrial colossi that appear insenitive to the
needs of man and to respect for the natural
environment. They obstinately pursue the object
of maximizing share value ruthlessly ignoring the
interests of other stakeholders.
The large irresponsible company aspires to a
system of values that is the product of a particular
concept of business governance and of calculated
ideological and managerial training to which the
political system, university institutions, and
business schools have contributed.
Specifically, the irresponsible corporation is
typified by the following principles which inspire
its behavior14.
A corporation must pursue the
maximization of income and share value.
It must exclude any objective related to
the satisfaction of outside interests;
Stakeholders who are not shareholders are
protected by laws which place conditions and
limits which the corporation must respect;
Managers must devolve onto non
shareholding stakeholders the greatest possible
amount of the costs incurred on the balance sheet;
The corporation must be politically
opportunistic.
Thus, from the above principles it is deduced
that the model of the irresponsible company is
founded on a culture which is not based on ethical
principles and which, in fact, prevents its having
any empathy for the needs, values and aspirations
of interest groups who are not shareholders15.
Ultimately it concerns a behavior in which
business is conducted according to the principles
of pure economic rationality, or rather, a model in
which the case of a manager inspired by humane
principles, open to values such as social relations
would obey the law and would therefore be
judged incorrect, excepting the case in which this
last behavior was not sincere but instead
motivated by the consideration of the difference
between the costs and the benefits which would

This form of governance tended to make the
managers’ interests coincide with the owners,
leading generally to an increase in the 1990’s of
share prices in the U.S. and the E.U.
According to Gallino10 this form of capitalism
caused the rupture of the Keynsian-Fordist
compromise that served as guiding criterion for
managerial capitalism.
Stock management capitalism progressively
spread throughout the United States, and since the
maximization of shareprice was also avidly
sought-after in European countries, this new
model of business governance also developed
there11.
In conclusion, in this new context of the
reorganization of the more industrialized
capitalist-economic systems, there has appeared
the “irresponsible” company, which in the dogged
pursuit of its profit objectives predominantly
through aggressive finance with short term goals,
has given rise to behavior which does not
adequately take into account ethical values, the
expections and interests of employees, of
consumers, of local communities, of the
environment etc. It is a company without soul,
without a human voice and its behavior is often
inspired by the ammoral calculation of the
differential between the cost of legal sanction
resulting from the breaking of environmental and
social laws, and the benefits that it can bring.

3.

The irresponsible
corporation: distinctive
characteristics

The problem of the large irresponsible
corporations12 is a phenomenon which has
10
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employees, the community, consumers and the
environment;
The development of
countervailing
powers in the economic, political and social
spheres to confront irresponsible companies;
The passing of laws, regulations and
directives aimed at protecting in the most forceful
way the interests of the other stakeholders;
The attainment of greater control through
the application and enforcement of the relevant
laws;
The creation of a cultural environment
that reawakens the conscience of managers. These
measures can effectively counter the behavior of
irresponsible companies creating thereby a
competitive environment less aggressive and more
responsible that does not compromise the future
of these same companies which operate
themselves in the world economy.
Furthermore it can be asserted that with the
third industrial revolution “new knowledge”, of
growing importance to society and business,
increasingly tends to be attached to the productive
factor16. Knowledge is seen as a strategic factor
which will spur a shift in the power to govern.
And so it is in this context that intellectual
managerial capitalism will have success17. It is a
system in which the success of companies will
depend on the aptitude to manage and increase the
value of intellectual capital.
Therefore, increasing the value of intellectual
capital will mean effectively and efficiently
managing the business’ human capital comprised
of the operating personnel, the relational capital,
or rather the clients, suppliers and the entire
collective; and finally too, the structural capital,
made up of the knowledge, both codified and not
codified, which is the property of the business.
Furthermore only the creation of a generation of
managers able to manage intellectual capital will
succeed in combining and achieving the
objectives of profitability and growth in and
ethically and socially responsible way.

ensue from the choice of respecting or violating
the law and the ethical principles of managerial
conduct.
Irresponsible corporations, in fact, tend to
prefer markets and locations where the laws and
rules aimed at compelling respect for basic human
needs and the obligation to safeguard the
environment are latent. In the same way they
prefer countries where the laws are few and they
can be bypassed with marginally instructive
marketing and public relations campaigns. They
adapt in this same way to markets where the laws
and rules are clear and strict, but, in every
situation, they pursue lobbying activities and
business politics aimed at weakening and, if
possible eliminating any form of regulation.
In any case, the decisions by which the
interests of non-shareholder stakeholders and
environmental variables are subjected to an
exhaustive economic utility test.
In conclusion, one can state that, very
probably, the irresponsible company is the bitter
creature of the philosophy which is at the
foundation of “financial stock managerial
capitalism” which blindly pursues the objective of
maximisation of share value in the short-term.
Perhaps, as many scholars have asserted for some
time, this represents the pathological end of an
economic institution, the large stock company,
which, since potentially dangerous if left to itself,
must therefore be subjected to precise rules.

4.

Conclusion

This treatise has observed the way business
governance has changed and in particular how the
strategic productive factor has influenced the
choices of the economic participant over a
determined period.
The causes which have brought turmoil to the
capitalist system have been analysed, as well as
the effects of the success of ”managerial financial
shareholder” capitalism. The treatise proceeded to
focus on the causes of the reorganisation of the
more industrialised capitalist economic systems,
with particular reference to the genesis of the
irresponsible company.
Therefore, based on what has been described,
the implementation of the following measures
within these business organizations is proposed:
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