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1. Research Problem 

Time and again, corporate purpose resurfaces as a central concern in legal,1 economic,2 

and managerial scholarship.3 Debates over whether corporations should prioritize shareholder 

value, stakeholder interests, or broader social objectives have generated a vast normative 

literature. Yet, comparatively, there is little consensus.4  

One possible explanation for this is that corporate purpose is often treated as an abstract 

ethical commitment5 or an ideological stance6 rather than a by-product of legal and institutional 

conditions that give it meaning and force.7 Indeed, it is not uncommon to find scholarship that 

invokes corporate purpose as a solution to perceived failures of shareholder primacy – a 

commonly-held view within corporate governance that argues that shareholder interests should 

be prioritized relative to all other stakeholders.8  

Outside the academy, prominent actors in business and finance have systematically 

driven or have been engaged in some capacity with this renewed attention to corporate purpose. 

On one hand, Milton Friedman famously claimed that the sole social responsibility of business 

is profit maximization, which dominated academic discourse for decades.9 While Friedman 

 
1 Stephen M Bainbridge, ‘Making Sense of the Business Roundtable’s Reversal on Corporate Purpose’ (2020) 
46 Journal of Corporation Law 285. 
2 John Kenneth Galbraith and others, ‘Economics and the Public Purpose’ (1973) 9 Journal of Economic Issues 
87; Colin Mayer, ‘The Future of the Corporation and the Economics of Purpose’ (2021) 58 Journal of 
Management Studies 887. 
3 Claudine Gartenberg, Andrea Prat and George Serafeim, ‘Corporate Purpose and Financial Performance’ 
(2019) 30 Organization Science 1. 
4 Holger Spamann and Jacob Fisher, ‘Corporate Purpose: Theoretical and Empirical Foundations/Confusions’ 
(Social Science Research Network, 4 November 2022) <https://papers.ssrn.com/abstract=4269517> accessed 5 
February 2026. 
5 Nien-Hê Hsieh and others, ‘The Social Purpose of Corporations’ (2018) 6 Journal of the British Academy 49; 
Danielle E Warren, ‘“Woke” Corporations and the Stigmatization of Corporate Social Initiatives’ (2022) 32 
Business Ethics Quarterly 169. 
6 Kenneth D Walters, ‘Corporate Social Responsibility and Political Ideology’ (1977) 19 California 
Management Review 40. 
7 Ruth V Aguilera, ‘Corporate Purpose in Comparative Perspective: The Role of Governance’ (2023) 8 Strategy 
Science 193. 
8 The list of sources can be nearly infinite on this point; only a few are highlighted. Ann M Lipton, ‘What We 
Talk about When We Talk about Shareholder Primacy’ (2018) 69 Case W. Res. L. Rev. 863; JW Stoelhorst and 
Pushpika Vishwanathan, ‘Beyond Primacy: A Stakeholder Theory of Corporate Governance’ (2024) 49 
Academy of Management Review 107; Robert J Rhee, ‘A Legal Theory of Shareholder Primacy’ (2017) 102 
Minn. L. Rev. 1951; Lynn A Stout, ‘New Thinking on" Shareholder Primacy"’ (2012) 2 Accounting, 
Economics, and Law; Milton Friedman, ‘A Friedman Doctrine‐- The Social Responsibility of Business Is to 
Increase Its Profits’ The New York Times (13 September 1970) 
<https://www.nytimes.com/1970/09/13/archives/a-friedman-doctrine-the-social-responsibility-of-business-is-
to.html> accessed 9 February 2026; Alex Edmans, ‘What Stakeholder Capitalism Can Learn from Milton 
Friedman’ (2020) 50 Milton Friedman 11. 
9 Friedman, M. (1970). The social responsibility of business is to increase its profits. The New York Times. 
https://www.nytimes.com/1970/09/13/archives/a-friedman-doctrine-the-social-responsibility-of-business-is-
to.html; Edmans, A. (2020, September 10). What Stakeholder Capitalism Can Learn From Milton Friedman. 
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was an academic and was constantly engaging with an academic audience, his understanding 

was not confined to academic theory but became deeply embedded in business culture and 

popular representations of corporate behavior, perhaps most famously captured by the fictional 

character of Gordon Gekko, whose assertion that “Greed is good” distilled shareholder primacy 

into a widely recognizable managerial ethos.10 On the other hand, contemporary statements by 

corporate leaders and institutional investors have shattered such understanding, framing 

corporate purpose as broader than the profit-maximization view. Recent initiatives such as the 

Business Roundtable’s 2019 redefinition of corporate purpose,11 repeated commitments 

articulated at the World Economic Forum in Davos,12 and annual letters by large asset managers 

such as Larry Fink13 explicitly suggest that redefining corporate purpose can realign corporate 

incentives and address perceived failures of shareholder primacy.14  

These business-led articulations of purpose expose a fundamental tension, whose 

boundaries from public declarations into operative governance arrangements have temporal 

dimensions. For example, despite their prominence in contemporary business and financial 

discourse, such articulations of purpose rarely entail clarity of purpose, legally binding 

obligations, or meaningful changes in the allocation of control rights.15 Such view is also shared 

commonly among academics, who widely regard corporate purpose as vague,16 most of the 

time unenforceable,17 and economically inconsequential.18 Paradoxically, historical evidence 

 
ProMarket. https://www.promarket.org/2020/09/10/what-stakeholder-capitalism-can-learn-from-milton-
friedman/ 
10 The movie is titled “Wall Street”. ‘Wall Street (1987) - IMDb’ <https://www.imdb.com/title/tt0094291/> 
accessed 9 February 2026; Luc Renneboog, ‘Wall Street versus Des Hommes et Des Dieux: On Greed and 
Social Responsibility’ Filmonomics (Routledge India 2025). 
11 Edward B Rock, ‘For Whom Is the Corporation Managed in 2020? The Debate over Corporate Purpose’ 
(2021) 76 The Business Lawyer 363. 
12 Klaus Schwab, ‘Davos Manifesto 2020: The Universal Purpose of a Company in the Fourth Industrial 
Revolution’ World economic forum (2019). 
13 Edward B Rock, ‘Business Purpose and the Objective of the Corporation’ Research Handbook on Corporate 
Purpose and Personhood (Edward Elgar Publishing 2021) 
<https://www.elgaronline.com/edcollchap/edcoll/9781789902907/9781789902907.00008.xml> accessed 5 
February 2026. 
14 At the time of writing this dissertation, there is a renewed backlash against corporate Diversity, Equity, 
Initiatives in Corporate America. Politicians in Washington DC are fueling such backlash, relying heavily on 
Friedman’s view on the purpose of the corporation. Furthermore, even Larry Fink, who famously supported 
Environmental, Social, and Governance goals a couple years ago, has been walking back his statements in the 
current year. 
15 Lucian A Bebchuk and Roberto Tallarita, ‘The Illusory Promise of Stakeholder Governance’ (2020) 106 
Cornell Law Review 91. 
16 Spamann and Fisher (n 4). 
17 Lisa Fairfax, ‘Stakeholderism, Corporate Purpose, and Credible Commitment’ [2022] Virginia Law Review 
1163. 
18 Lucian A Bebchuk, Kobi Kastiel and Anna Toniolo, ‘How Twitter Pushed Stakeholders under the Bus’ 
(2023) 28 Stan. JL Bus. & Fin. 307. 
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suggests exactly the opposite: that corporate purpose was once highly specific,19 legally 

binding,20 and actively enforced.21 Existing theories struggle to explain this divergence. As 

such, the following core puzzle motivates this dissertation: why does corporate purpose appear 

binding and consequential in some legal and historical settings, but is largely aspirational in 

modern corporate law?  

Even a brief look at the academic debates shows that the answer is complex. For 

example, if corporate purpose is merely an ethical preference or governance choice, then its 

historical enforceability is difficult to explain, particularly considering the vast engagement of 

law in ensuring enforceability.22 Conversely, if corporate purpose is structurally incompatible 

with profit-oriented corporations, its repeated reappearance across jurisdictions and periods 

becomes puzzling, as one would expect it to have been abandoned or marginalized rather than 

repeatedly revived.23 At the very least, the continued invocation of corporate purpose in 

academic and public discourse highlights a persistent confusion over its meaning and function. 

My dissertation argues that this misunderstanding stems from treating corporate 

purpose as an internal corporate choice (whether a normative or contractual one) rather than as 

a product of legal and institutional design. In Chapter 1, I trace the historical foundations of 

corporate purpose under the UK royal charter system. My analysis shows how purpose was 

legally binding, explicitly enumerated, and enforceable through mechanisms such as quo 

warranto and scire facias. To illustrate these dynamics concretely, I examine the case of the 

Massachusetts Bay Company, one of the earliest and most influential chartered corporations. 

The company’s charter explicitly enumerated public-oriented clauses such as settlement 

obligations, trade regulation, and local governance; it also restricted the activities that the 

corporation could be involved. For example, the Massachusetts Bay Company was not allowed 

to produce its own currency or engage in its own trading partnerships. Furthermore, the Crown 

also listed in the charter that it maintained the authority to intervene, and legal proceedings 

could be initiated to revoke or modify the charter, if it perceived that the corporation was 

deviating from its listed purpose. Through textual analysis, this case exemplifies how the 

 
19 David Ciepley, ‘The Corporation as a Chartered Government’ (2023) 51 Hofstra L. Rev. 815. 
20 Jill E Fisch and Steven Davidoff Solomon, ‘Should Corporations Have a Purpose?’ [2020] SSRN Electronic 
Journal <https://www.ssrn.com/abstract=3561164> accessed 4 February 2026. 
21 Elizabeth Pollman, ‘The History and Revival of the Corporate Purpose Clause’ (Social Science Research 
Network, 12 March 2021) <https://papers.ssrn.com/abstract=3803604> accessed 5 February 2026. 
22 Ibid; Guenther, D. B. (2019). Of bodies politic and pecuniary: A brief history of corporate purpose. Mich. 
Bus. & Entrepreneurial L. Rev., 9, 1. 
23 Dorothy S Lund, ‘Toward a Dynamic View of Corporate Purpose’ (Social Science Research Network, 14 
December 2023) <https://papers.ssrn.com/abstract=4665040> accessed 5 February 2026. 
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enforcement of purpose was not merely symbolic; it shows that legally enforceable purpose 

was a general feature of early chartered corporations.  

Building on this foundation, Chapter 2 examines how the state’s leverage during the 

incorporation process shaped corporate purpose over time. By constructing and analyzing the 

first comprehensive dataset of the UK royal charters dating from 1155 to 2024, I show that as 

incorporation became more accessible in the nineteenth century, the specificity and 

enforceability of purpose clauses declined. To further explore the underlying data, I adopt an 

empirical strategy that allows me to highlight innovative findings about the UK royal charters; 

such findings go beyond what I presented in Chapter 1. 

 For example, in Chapter 1, I construct a geolocation map that plots the origin of each 

charter petitioner. I identify and standardize the geographic location of petitioners by extracting 

the place names recorded in the charters and by assigning modern latitude–longitude 

coordinates via contemporary geocoding tools. This spatial representation makes visible 

patterns that are difficult to detect from text alone, such as the geographic concentration of 

charter requests, the expansion of chartered activity beyond the British Isles, and the 

relationship between distance from the Crown and the contractual terms imposed on 

corporations. It also enables a more systematic assessment of whether geographic dispersion 

correlates with variations in charter duration or enforcement intensity, thereby allowing 

institutional design features to be analyzed in relation to spatial and political distance. In this 

sense, the mapping exercise is not merely illustrative but serves as an empirical tool to uncover 

structural regularities in early UK royal charter’s corporate governance. 

Unlike Chapter 1, which relied on aggregate-level information for 1,045 charters to 

map geographic patterns, Chapter 2 shifts to a close textual analysis of a hand-collected dataset 

of 260 UK royal charters for which the full charter texts were retrieved and cleaned. This 

chapter therefore moves from macro-level mapping to clause-level examination for each 

individual charter. After ensuring that the cleaned sample remains geographically and 

temporally representative of the broader population identified in Chapter 1, I code the 

substantive provisions of each charter, including purpose clauses, revocation clauses, 

expropriation clauses, monopoly clauses, and penalty clauses. In addition to doctrinal coding, 

I employ descriptive statistics, correlation analysis, and word-frequency visualization 

(including word clouds) to track how the language and structure of charters evolved over time. 
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To complement this doctrinal and descriptive analysis, I also employ a random forest 

classifier, which can be understood simply as a tool that introduces a random subset of the data 

and asks the same basic question and tracks responses. The advantage of such approach is that 

it does not impose a single pre-conceived model that has already determined which features in 

a royal charter are the most important; to the contrary, the method builds a large number of 

simple decision rules and then aggregates them to identify which particular characteristics of 

the charter predict the presence of a clause of interest, such as revocation or expropriation 

clauses.24 Seen from this perspective, the method is “open-minded”, as it doesn’t have a pre-

conceived linear relationship among the variables for the entire sample, but rather allows for 

the discovery of interesting patterns among variables over time; this approach is particularly 

useful given the historical and heterogeneous nature of the dataset . My overall findings reveal 

that the erosion of enforceable, public-oriented purpose was not simply a matter of changing 

drafting norms or ideology, but rather the product of changes in the way parties could access 

the corporate form.   

Chapter 3 extends this institutional framework to commitment, using analytical 

reasoning and decision-tree methods to illustrate that credible commitment to corporate 

purpose is costlier than non-commitment. As such, it would follow that corporations would 

choose not to commit all the time. However, historical evidence shows that corporations once 

used to commit to their purpose. To explain this discrepancy, the chapter analyzes the behavior 

of the corporation in historically informed scenarios. The core argument of the chapter is 

simple: in the absence of enforceable legal constraints, corporations face strong incentives to 

avoid binding themselves to a fixed purpose, because commitment imposes additional costs. I 

employ a decision-tree framework to make this logic explicit by tracing how, at each stage of 

a corporation’s life, rational actors will react, either by deflecting from purpose or staying 

committed to it. This approach helps clarify why commitment may have been sustainable in 

earlier institutional settings but becomes fragile under modern corporate law. It allows the 

chapter to show step by step how changes in legal structure affect corporate incentives. From 

the analysis, it follows that modern corporate law does not merely fail to encourage 

commitment; it is actually structured in such a way that the incentives it offers make 

commitment highly unlikely. 

 
24 A detailed explanation of this methodology follows in the methodology section of Chapter 2.  
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At the same time, the chapter acknowledges the existence of a small number of 

corporations that do appear to commit credibly to purpose even in modern corporate law. I 

argue that such corporations are best understood not as counterexamples to the theory, but as 

outliers operating under a different payoff structure. Corporations such as Patagonia or Tony’s 

Chocolonely distinguish themselves by adopting purposes that are not merely internal 

constraints but industry-transforming objectives. When purpose is framed in this way, the 

decision problem changes. Because the final payoff is both known and desirable for the 

corporation, then backward induction implies that the corporation will opt for commitment at 

every intermediate stage. Deviating from purpose would undermine the very conditions that 

make the corporation’s existence meaningful.  

In many ways, this form of commitment relies on restrictive assumptions that limit its 

general applicability. The purpose of such corporations must be radical rather than incremental; 

partial success is not enough. This, in turn, reinforces one of the broader claims of the 

dissertation: credible commitment to corporate purpose does not emerge from ethical resolve 

alone. Instead, it depends on the presence of strong external incentives, capable of disciplining 

the behavior of the corporation over time.   

Rather than examining corporate purpose directly, Chapter 4 employs an event-study 

methodology to analyze how corporations in the global arms industry respond to exogenous 

shocks. My focus on the global arms industry stems from the fact that, for decades, European 

corporations in this sector had publicly declared that they would scale down their operations in 

response to political and societal concerns. In many regards, such commitments were often 

presented as durable and principled, despite the fact that they were not legally binding.25  

To test whether that was the case, I compare the market reactions to two recent military 

shocks, the February 2022 Russian invasion of Ukraine and the October 23 Hamas attack on 

Israel. The two events generated sharply different financial responses, suggesting that the 

differing responses of policymakers matter. Indeed, European countries promised to increase 

substantially their defense spending, pushing European corporations in the sector to abandon 

their self-proclaimed commitments to scale down. In this sense, Chapter 4 provides empirical 

support for the dissertation’s theoretical claim: absent binding legal or institutional 

mechanisms, ethical commitments lack the force necessary to shape corporate outcomes. 

 
25 Antonio Calcara, Andrea Gilli and Mauro Gilli, ‘Short-Term Readiness, Long-Term Innovation: The 
European Defence Industry in Turbulent Times’ (2023) 23 Defence Studies 626. 
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Taken together, these chapters reframe corporate purpose as a phenomenon that cannot 

be understood in isolation from its institutional context. The historical account of this 

dissertation explains how legal and institutional arrangements shape the meaning, 

enforceability, and economic relevance of corporate purpose over time, and why commitment 

to purpose cannot be understood independently of the conditions under which the corporate 

form itself is granted. The persistence of dissatisfaction with contemporary corporate purpose 

thus reflects not a deficit of the corporate form, but rather the consequences of institutional 

evolution that has weakened the conditions under which the corporate form is accessed.  

2. Research Questions and Scope of the Dissertation 

Guided by this reframing, the dissertation addresses the following overarching research 

question: 

 

How do legal and institutional arrangements determine the meaning, enforceability, and 
economic relevance of corporate purpose over time? 

 

This overarching research question connects directly to gaps across multiple strands of 

the existing scholarship on corporate purpose. As highlighted earlier, much of the contemporary 

literature on corporate purpose approaches purpose either as a normative aspiration or as a 

corporate governance concern.26 While these approaches are valuable, they often underexplore 

the legal and institutional conditions under which corporations are created and constrained.27 

Historical scholarship, by contrast, tends to examine corporate purpose through case studies of 

successful corporations,28 without systematically addressing how legal arrangements shape the 

meaning and enforceability of purpose over time. By centering legal and institutional 

arrangements, the research question provides an analytical framework capable of integrating 

these literatures and explaining when and why corporate purpose becomes enforceable rather 

than aspirational.  

 
26 Jonny Hardman, ‘The Challenge of Effective “Corporate Purpose Law” Reform’ (2025) 76 Northern Ireland 
Legal Quarterly 151. 
27 To be fair, there is an emerging stream of scholarship focusing on this point Jonathan Hardman, ‘Corporate 
Law as Public Policy’ (2025) 21 Journal of Institutional Economics e37. 
28 I saw the following paper presentation and spoke personally with the authors. Abe de Jong, ‘Purpose in 
leadership: The case of Glass Factory Leerdam, 1912-1936’ (with Florian Madertoner and Ailsa Röell).  
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I chose to operationalize this research question through a set of related inquiries across 

the four chapters, tailoring the specifics of each sub question to the overall aims of each chapter. 

The table below offers a specification of each chapter and its main (broadly summarized) sub 

question.29  

Chapter Main Research Question for that Chapter 

1 
How was corporate purpose historically 
defined and enforced under the UK charter-
based incorporation? 

2 

How are changes in state leverage during 
the incorporation process reflected in the 
content and specificity of corporate 
purpose? 

3 Why do corporations rarely commit to 
purpose in the absence of legal compulsion? 

4 

How do contemporary firms respond to 
state action and geopolitical shocks in 
sectors where corporate purpose is closely 
intertwined with public authority? 

 

Table 1: A table informing the main research question for each chapter.  

The aim of the subquestions in Chapter 1 is to explore a gap in historical corporate law 

scholarship by examining how purpose was defined and enforced under the UK charter-based 

system, an incorporation process that has been continuous for over nine centuries. In Chapter 

2, the subquestions investigate how changes in state leverage during the incorporation process 

affected the precision and substance of corporate purpose, responding to the limited attention 

in the literature on how incorporation rules shape corporate objectives ex ante. The 

subquestions of Chapter 3 turn to the modern corporation, engaging with governance and 

finance scholarship to explore why firms rarely make binding commitments to purpose absent 

legal compulsion. Finally, the subquestions of Chapter 4 aim to measure empirically the extent 

to which contemporary corporations respond to geopolitical shocks in sectors where corporate 

activity is closely intertwined with public authority.  

Chapter 1 fills a foundational empirical gap in historical corporate law scholarship. 

Although scholars frequently refer to early corporations as public-oriented entities30, no 

reliable and comprehensive dataset of early corporations previously existed to systematically 

 
29 Please note that in each chapter, I had more than one sub question. The sub questions on the Table are meant 
to summarize what the main research question for that chapter was.  
30 Ciepley (n 19); Pollman (n 22). 
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examine how purpose was defined and enforced in practice. By constructing and coding the 

first large-scale dataset of the UK royal charters, this chapter moves beyond anecdotal accounts 

of corporate purpose. Spanning over nine centuries of continuous corporate chartering (1155 

to 2024) and having over 260 UK royal charters that are fully coded, I uncover empirically how 

corporate purpose under the charter system operated as a legally binding restriction backed by 

credible enforcement mechanisms, including revocation. While earlier scholarship31 has 

somewhat acknowledged that corporate purpose once had a public dimension, the novelty of 

my dissertation lies in demonstrating empirically how deeply embedded and enforceable that 

public-oriented purpose was, and how it changed over time.  

Chapter 2 addresses a second scholarship gap: the limited attention paid to how 

incorporation rules shape corporate purpose ex ante. Modern accounts of corporate purpose 

typically portray nineteenth-century incorporation reform as a clean transition from chartering 

to a liberal administrative way of incorporation. This dissertation debunks this myth and shows 

instead that reforms produced parallel incorporation regimes with different degrees of state 

oversight. By combining doctrinal coding, descriptive statistics, and machine-learning tools, 

Chapter 2 demonstrates that the erosion of enforceable purpose was not simply ideological, but 

the product of institutional change that reduced state leverage and altered the selection of 

organizations seeking corporate status. The contribution here is substantive and conceptual: it 

reframes the decline of public-oriented purpose as a structural consequence of altered 

incorporation mechanisms. 

In line with the contributions of Chapter 1 and 2, Chapter 3 fills a theoretical gap in 

governance and finance scholarship. Contemporary debates often assume that corporations 

could commit to purpose voluntarily if they wished to do so. Using a decision-tree framework, 

the chapter shows analytically why credible commitment to purpose is costlier than non-

commitment in the absence of enforceable constraints. Rational actors will generally avoid 

binding themselves unless the payoff structure changes. This explains why historically binding 

purpose clauses were a standard practice in order to ensure commitment. 

At its core, the analysis (particularly in Chapter 3 and, subsequentally, in Chapter 4) 

situates corporate purpose within the classic law-and-economics problem of negative 

externalities, which encompasses situations where corporate activity imposes costs or harms 

 
31 Brian R Cheffins, ‘The Past, Present and Future of Corporate Purpose’ (2024) 48 Del. J. Corp. L. 387; Fisch 
and Davidoff Solomon (n 20). 

PROEF_PS_Fatjon Kaja BW.job_05/06/2026_12B



 

 25 

on third parties or society at large that the corporation itself does not fully borne. As the 

analaysis shows, rational corporation generally have limited incentives to internalize such 

costs, as market prices often fail to reflect them fully. One way to address such an issue is via 

corporate purpose, which, in this context, is frequently presented as a mechanism through 

which firms voluntarily internalize external harms. 

However, the dissertation shows that whether this mechanism of purpose that 

meaningfully addresses negative externalities depends on the surrounding legal and 

institutional framework. Corporate behavior and market valuation do not generally respond to 

purpose statements in isolation; they respond to changes in public policy that alter purpose 

enforcement, or the adequate pricing of external harms. When externalities remain weakly 

regulated, commitment to purpose is fragile and easily subordinated to profit-maximizing 

incentives.  

 Finally, I deliberately choose an interdisciplinary scope for this dissertation. When it 

comes to substance, the central pillar of focus is on corporate purpose as a legal and economic 

phenomenon, as evidenced in all the chapters. Geographically, most of the research (Chapter 

1, Chapter 2, and partially Chapter 3) centers on the United Kingdom and its imperial 

extensions for the historical analysis, largely thanks to the richness of data and to its unique 

chartering mechanisms that are still in place. In Chapter 4, I adopt a global perspective in the 

empirical financial analysis, as the corporations in the dataset are traded in 13 different stock 

exchanges in the world. As per its timeline, the research spans from early modern chartered 

corporations (Chapter 1, Chapter 2, and Chapter 3) to contemporary publicly traded firms 

(Chapter 3, and Chapter 4). While the dissertation engages with management and political 

theory, its primary contribution lies within law and finance. 

3. Methodology 

The methodological orientation of this dissertation is grounded in the law and 

economics movement, which emerged in the mid-twentieth century as a response to the 

perceived limits of purely doctrinal and formalist legal analysis.32 At its core, law and 

economics treats legal rules as instruments that shape incentives and behavior, and evaluates 

 
32 Francesco Parisi, ‘Positive, Normative and Functional Schools in Law and Economics’ (2004) 18 European 
journal of law and economics 259. 
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them by reference to their consequences rather than their internal coherence alone.33 Put 

differently from a legal perspective, the gist of the movement can be summarized as: law 

systematically affects how resources are allocated and how actors respond to constraints.34 

A central tenet of law and economics is the concept of efficiency.35 That tenet is 

explored through two perspectives: (1) positive law and economics, and (2) normative law and 

economics. In the positive law and economics tradition, efficiency provides a framework for 

explaining why certain legal rules persist, evolve, or disappear by linking them to welfare-

enhancing outcomes under given constraints; most importantly, it does not seek to change the 

existing framework, but rather explains its existence. In the normative law and economics 

tradition, efficiency offers a criterion for evaluating legal rules and institutional arrangements, 

particularly in the presence of market failures;36 from this perspective, legal intervention is 

justified not by abstract moral commitments but by its capacity to correct market failures or to 

minimize the social costs of economic activity.  

Beyond its analytical focus on efficiency, the law and economics movement borrows a 

set of core assumptions from economics.37 The most prominent assumption is that of 

rationality, which assumes that individuals act in their own self-interest to maximize their 

utility.38 From this perspective, legal rules operate by altering payoffs and constraints, and 

rational actors will shape their behavior accordingly over time.  

Within this broader law and economics movement, law and finance has emerged as a 

more specialized field focused on the interaction between legal institutions and financial 

markets.39 While law and economics initially emphasized static efficiency and bilateral 

relationships, law and finance shifted attention toward dynamic efficiency, particularly capital 

markets, investor protection, and the institutional determinants of economic growth.40 Short of 

 
33 Alessio M Pacces and Louis T Visscher, ‘Methodology of Law and Economics’ [2011] Bart van Klink and 
Sanne Taekema (Eds.), Law and Method. Interdisciplinary research into Law (Series Politika 85. 
34 Please note that historically law and economics had been seen as “Economic analysis of law”, basically a field 
that studies the application of microeconomic theory to the analysis of law. Over the years, much has changed 
within the field, which afford me some flexibility in making the above statement.  
35 Pacces and Visscher (n 33). 
36 Such failures are monopoly, externalities, public goods, and information asymmetries. Parisi (n 32). 
37 Richard A Posner, ‘The Law and Economics Movement’ (1987) 77 The American Economic Review 1. 
38 Robert Cooter and Thomas Ulen, ‘Law and Economics’. 
39 Pacces and Visscher (n 33); Alessio M Pacces, ‘A Law and Economics Perspective on Normative Analysis’ in 
Sanne Taekema, Bart van Klink and Wouter de Been (eds), Facts and Norms in Law (Edward Elgar 2016) 171; 
Simon Deakin, ‘The Legal Theory of Finance: Implications for Methodology and Empirical Research’ (2013) 
41 Journal of Comparative Economics 338. 
40 Pacces (n 39). 
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its focus on the legal institutions supporting financial development,41 law and finance inherits 

the efficiency-oriented, consequentialist approach of law and economics, which studies legal 

rules and institutions based on their effects on economic behavior. Law & finance adapts this 

approach to situations that are characterized by uncertainty, and intertemporal commitment 

problems.42 Since the seminal article by Andrei Shleifer and his coauthors, which named the 

field,43 law and finance scholars have treated legal rules as explanatory variables, capable of 

shaping measurable market outcomes.  As a result, the field has become increasingly empirical, 

using large datasets and advanced quantitative methods to identify the economic effects of legal 

institutions rather than treating them as fixed background conditions. 

In this tradition, this dissertation studies the effects of legal rules governing 

incorporation and enforcement on observable economic behavior and the capacity of firms to 

sustain long-term value creation. Rather than treating legal institutions as background 

conditions, the dissertation treats them as variables whose design and evolution shape 

incentives, commitment structures, and the internalization of social costs. The central claim is 

that incorporation rules influence not only who gains access to the corporate form, but also the 

purpose of the said corporation.  

At the same time, the dissertation departs from purely contemporary analyses by 

incorporating a long historical horizon. It recognizes that modern corporate law is the product 

of layered reforms rather than clean institutional breaks, and that understanding current firm 

behavior requires tracing how earlier legal arrangements structured incentives differently. 

When it comes to methods, this necessitates combining archival historical analysis with modern 

empirical and analytical tools. Accordingly, the dissertation adopts a mixed-methods law and 

finance approach, tailored to the specific research question of each chapter, in order to link 

institutional design to measurable economic consequences across time. 

At the core of Chapter 1, I ask the following research question: “how has corporate 

purpose been conceived and enforced historically under the UK royal charter?” Two sub-

questions follow: (i) was such a conception effectively enforced on corporations, ensuring their 

commitment to it? and (ii) what can we learn today from it? 

 
41 Raghuram G Rajan and Luigi Zingales, ‘Financial Dependence and Growth’ (1998) 88(3) American 
Economic Review559. 
42 Pacces (n 39). 
43 Rafael La Porta, Florencio Lopez-de-Silanes, Andrei Shleifer and Robert W Vishny, ‘Law and Finance’ 
(1998) 106(6) Journal of Political Economy 1113. 
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Each choice of method is directly tied to answering these questions. Archival research 

provides the historical foundation for my analysis by recovering original charter documents; as 

a research method, it offers a unique opportunity to engage with overlooked sources.44 Without 

returning to the original documents, it would be impossible to assess whether purpose clauses 

were merely symbolic or legally operative. From this perspective, archival research on the UK 

royal charters was necessary as the UK royal charters constitute a largely underexamined 

incorporation regime with significant analytical value for understanding corporate purpose. 

 Descriptive statistics are commonly used to organize and summarize large bodies of 

data; this allows for the identification of patterns that are not readily observable through 

qualitative inspection alone. By implementing descriptive statistics in Chapter 1, I could 

uncover the distribution of UK royal charters over centuries or trace systematic changes in their 

frequency, scope, and other characteristics over time. Lastly, I employ NLP techniques, because 

they make it possible to examine large numbers of legal documents in a systematic way.45 The 

tools of NLP allow a researcher to see how often certain words appear in each text or how 

patterns of language change across many documents over time. For example, I can find the top 

10 most common words in all the UK royal charters and how frequent each word is. Conducting 

such an analysis requires substantial data preparation and coding in R, but it allows patterns to 

be identified that would be infeasible to uncover through manual reading alone.46 Like every 

other research method, NLP techniques come with limitations and caveats, which I 

acknowledge in more detail in Chapter 1.  

Turning to Chapter 2, I ask the following research question: “how are changes in state 

leverage during the incorporation process reflected in the content and specificity of corporate 

purpose?” To answer this question, I construct a novel digitized dataset of 260 royal charters 

and translate their legal features into measurable variables. Each charter is manually coded for 

indicators of state leverage (such as revocation clauses, expropriation clauses, and so on) as 

well as for geographic scope and industry-based enforceability of purpose clauses. This coding 

allows me to move from qualitative historical material to systematic, comparable measures of 

both state power and corporate purpose. 

 
44 Adam Nix and others, ‘Archival Research in the Digital Era’ [2023] Chapters 156. 
45 Jens Frankenreiter and Julian Nyarko, ‘Natural Language Processing in Legal Tech’ [2022] Legal Tech and 
the Future of Civil Justice (David Engstrom ed.) Forthcoming. 
46 R is a free, open-source software environment used for statistical computing and data analysis. 
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Furthermore, I use a machine-learning technique called a random forest classifier,47 

which looks at many different features of each charter and figures out on its own which ones 

are most strongly linked to outcomes of interest, such as the state exerting influence or selecting 

certain types of institutions. Given the complexity of each charter and the fact that the 

relationships between the variables are not linear, then the random forest helps highlight which 

patterns are most informative and worth closer attention. I then interpret the patterns in detail 

through traditional legal and historical analysis, so the findings make sense in context. This 

combination allows the chapter to analyze a lot of material systematically while still capturing 

the legal meaning behind the documents. 

In Chapter 3, I ask the following research question: “why do corporations rarely commit 

to purpose in the absence of legal compulsion?” To answer this question, I employ analytical 

reasoning and a decision-tree framework to display how corporate incentives change under 

different legal environments. The decision-tree approach maps out the choices a corporation 

can make and shows how different legal environments make some options more or less 

attractive.48 The method is particularly suited to this research question because the problem of 

commitment is dynamic rather than static. A corporation does not decide once and for all 

whether to pursue its purpose; it repeatedly faces opportunities to uphold or abandon it. By 

combining a formal modeling technique with legal reasoning, this method provides a structured 

way to understand the interaction between law and corporate behavior. 

In Chapter 4, I ask the following research question: “how do contemporary firms 

respond to state action and geopolitical shocks in sectors where corporate purpose is closely 

intertwined with public authority?” To address this question, I employ an event study 

methodology, a standard empirical finance method, to examine how financial markets respond 

to geopolitical shocks and state policy changes. The basic idea of such method is simple: 

financial markets constantly incorporate new information into stock prices, so when an 

important event occurs, any unexpected change in a corporation’s stock price reflects how 

investors interpret the economic consequences of that event.49 By focusing on a short time 

 
47 Gérard Biau, Luc Devroye and Gäbor Lugosi, ‘Consistency of Random Forests and Other Averaging 
Classifiers.’ (2008) 9 Journal of Machine Learning Research. 
48 Larry Samuelson, ‘Game Theory in Economics and Beyond’ (2016) 30 The Journal of Economic Perspectives 
107. 
49 A Craig MacKinlay, ‘Event Studies in Economics and Finance’ (1997) 35 Journal of economic literature 13; 
Sadok El Ghoul and others, ‘Event Studies in International Finance Research’ (2022) 54 Journal of International 
Business Studies 344. 
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window around the event, the method reduces the influence of other unrelated factors that 

might otherwise affect prices. 

This approach is particularly well-suited to the research question because it captures 

how market participants implicitly evaluate the interaction between corporate purpose and state 

action. Firms whose activities are closely linked to public authority and may be more sensitive 

to policy shifts or geopolitical shocks. Event studies provide a concrete, quantifiable measure 

of these responses, allowing the chapter to assess whether and how contemporary firms’ 

valuations reflect the enforcement or constraints associated with their purpose. 

To strengthen my causal inference claims, the analysis compares corporations that are 

directly exposed to the event (corporations in the global arms industry, serving as the “treated” 

group) with similar corporations that are not, or are less exposed (respective individual indexes 

of each stock exchange in which each corporation is listed as the “control” group). If stock 

prices move significantly for treated firms but not for the control group at the same moment, 

this difference can reasonably be attributed to the event itself rather than to broader market 

trends. In this way, the event study functions like a natural experiment, using the timing of 

external shocks to isolate their impact on firm valuation.50 

To conclude, the methods of each chapter are elaborated more in the respective chapter, 

offering insights and justifications why such research methods are the adequate tool to tackle 

the respective research question. I also acknowledge the limitations of each method and the 

steps I took to overcome such limitations, whenever possible.  

4. Limitations of the research 

The choices made in the methodological design of this dissertation have led to some 

limitations, which should be acknowledged.  First, the historical analysis of UK royal charters 

in Chapter 1 and Chapter 2 is likely subject to survivor bias, which is something highlighted 

also in the respective chapters. As the data spans over nine centuries, the charters that have 

been preserved and are accessible through archival sources are not a random sample of all 

charters that were originally issued. Indeed, in my own archival work at The London Archives 

or in communicating with archivists around the UK, it became evident that documents 

associated with more prominent or politically salient chartered corporations are more likely to 

 
50 Abe De Jong and Ivana Naumovska, ‘A Note on Event Studies in Finance and Management Research’ (2016) 
20 Review of Finance 1659. 
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have survived. This creates a potential distortion in the observable historical record, 

particularly when drawing inferences because charters associated with short-lived or regional 

enterprises may be underrepresented in the sample. I mitigate these concerns through multiple 

steps (including but not limited to careful contextual interpretations or multiple robustness 

checks), as highlighted in Chapter 1 and Chapter 2. Nonetheless, the possibility that surviving 

charters systematically differ from those that have been lost cannot be fully eliminated. 

Second, the empirical patterns documented in the historical chapters in Chapter 1 and 

Chapter 2 may reflect selection effects rather than institutional causation. Assuming 

corporations are rational actors, they have incentives to weigh their options when incorporation 

regimes became bifurcated, as the nineteenth century legal reforms highlight. Hence, the 

possibility of a self-selection bias exists. Corporations willing to accept restrictive, public-

oriented purpose clauses may have been precisely those that valued the privileges associated 

with royal charters, while others opted for alternative incorporation routes with fewer 

constraints. As a result, the observed differences in corporate purpose and state leverage in 

Chapter 2 may partly reflect endogenous sorting rather than exogenous legal change. I address 

this concern by explicitly theorizing institutional selection and treating it as an object of 

analysis rather than a nuisance to be eliminated, but this necessarily limits the strength of causal 

claims that can be made. 

Third, the empirical strategy in the first three chapters is primarily descriptive and 

analytical rather than causal in the econometric sense. The historical nature of the data, the 

absence of clear counterfactuals, and the noise inherent in archival records constrain the use of 

causal inference techniques. The dissertation therefore refrains from strong claims about 

causality and instead focuses on identifying robust patterns, institutional correlations, and 

incentive structures that are consistent with the proposed theoretical framework.  

5. Structure of the Dissertation 

After this introduction, the dissertation is organized into four chapters. Chapter 1 

develops the theoretical foundation of the dissertation by analyzing the conception and 

enforcement of corporate purpose under UK royal charters. Chapter 2 examines the political 

economy of incorporation, using a novel dataset to trace how declining state leverage reshaped 

corporate purpose over time. Chapter 3 addresses the problem of commitment, explaining why 

corporations rarely bind themselves to purpose in the absence of enforceable legal constraints. 

PROEF_PS_Fatjon Kaja BW.job_05/06/2026_16A



 

 32 

Chapter 4 extends the analysis to contemporary financial markets, investigating how firms in 

the global arms industry respond to geopolitical shocks and state policy changes. A brief 

conclusion follows.  
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