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Joseph Heath: Believes the shareholder model is flawed, agrees with freeman in his views that a corporations should extend beyond just going after profits. But he also doesn’t think the stakeholder model is the best solution. Believes that Market failures model closely rivals the shareholder theory. 
Market Failure Model: Occurs when the allocation of goods and services fails to be efficient , its not necessarily the case they increasing good for one party decreases good for another. When other pursue the best self interest and the outcome is inefficient . 
The existence of market failure itself is internal to business not external. 
A market failure represents a situation in which the competitive market fails to produce an efficient outcome. 
The promotion of cooperative behavior within these agency relationships  , particularly in the fiduciary relationship managers have as the agents towards their shareholders. 
Market failure in relation to a business represents a situation when a company obtains profits in an unethical manner. 
Heath doesn’t believe the stakeholder theory is wrong, he actually agrees with some points in both theories. But he does have a problem with the belief that Freeman has that companies should have a fiduciary duty to stakeholders. 
He says that managers ideas will not necessarily align with the owners. Is it okay if corporations do whatever they want to make money? OR is it okay that they do this but they don’t get caught is it okay?  
Shareholder not an ethical theory, relation to Kant. Doing things not for the right reasons or if you do unethical things but don’t  get caught does that make you an ethical person. ? 
SO just because one is generating profits doesn’t mean they’re acting in your best interest, but if the only way you are judging is by profit maximization they are doing their duty. But they could be doing things that the shareholders don’t approve of, so are they really acting in their best interest ? Especially if these people(managers) are acting on your behalf,  would you let them do anything to represent you  . Sure they could generate profit for you but would you necessarily approve of the way they went about it, especially if it was unethical. FREIDMAN doesn’t take into consideration these issues. E.g. Outsourcing work to 3rd world in which they enslave workers. Would generate profit but would you prefer a different way they went about getting money. 
Relationship : managers to stakeholders: Issue in Freemans argument: It’s not that the managers don’t have duty to them it just they don’t have a fiduciary duty. They can respect their rights, but not a fiduciary duty to advance their interest . e.g By telling the truth about products, its not a duty but a general right that humans deserve not to be misinformed. 
He does believe that the interest of stakeholders matter; however, but is the role of a business/corporation to be concerned with social justice . there is a competitive nature in business which is necessary and believes that worrying about social responsibility could undermine.  
Sure, a corporation can respect some of their rights, but advancing their interest is not something they are entitled to do. 
A manager of a business is also not an expert of social justice, so balancing the interest of all these stakeholder groups is not a realistic idea. And the interest in business seems like it wouldn’t win in the balancing of social justice, but the whole idea of managing is promoting the profit maximization of the company. So its no way a manager can balance the two. 
SO managers have fiduciary duties, as long as they fill these duties adequately it should mean the system or the bets possible market is promoted. 
Heath also says that some things extends beyond the control of the corporations and its unfair to place blame amongst them. 
Heath believes that increased regulation etc is due to failures in the market and are put in place to correct failed market mechanisms. 
Laws need to be vague so the context can be brought into court every time. 
Profit is not intrinsically good, but it allows for the stability of the price system . Profit seeking undermines the whole system in which it is suppose to promote. The market is only good because it brings across a lot of benefits towards society, ethical actions promote this whereas unethical ideas hinder this. 
Intrafirm: 
Extrafirm: 
Main argument for Heath is the flaws in the stakeholder theory, in turn he offers the market failure model. Modified version of shareholder theory. 
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