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To redress these problems, workers must be given more voice within the corporate boardroom. Companies should have board-level committees that ensure quality wages and fair worker treatment. A fundamental responsibility of that committee should be to guarantee that employees are again equitably rewarded when they help the company improve its profitability, to ensure that workplaces are safe for employees, and to oversee company policies promoting racial and gender pay equity and inclusive, harassment- and discrimination-free workplaces. Complementary labor law reforms making it easier for employees to join a union and bargain over wages are essential to restoring a fair American economy. That should be coupled with authority for companies to create European-style works councils under the workforce committee, to amplify worker voice at all American companies, improve worker well-being, and support and supplement the vital role unions play in protecting workers. And all bargaining and wage setting must occur against the strong backdrop of a living wage. Likewise, to hold companies accountable for how they treat their workers, how they treat their consumers, and whether they operate in an ethical, sustainable, environmentally responsible manner, the public and investors deserve better information about company performance on these critical dimensions. The bailout of corporate America required by the pandemic reminds us that corporations only thrive with the support of our nation, the communities in which they operate, and the sacrifices of their workers, and that they should be managed with that reality in mind. To begin changing corporate governance to require respect of all stakeholders, large companies (whether publicly listed, or owned by a private equity firm or a rich family) receiving federal bailout money should be required to become a benefit corporation under state law. This form of for-profit corporation imposes a “shall” not “may” duty on the board of directors to treat employees and all company stakeholders fairly and with respect, not just the stockholders. This is a just condition of help, and will create a stimulus for this more sensible model of corporate governance to become standard. This form of governance would go a long way to ensure that corporations are run in a sustainable fashion—producing strong returns for stockholders and workers while maintaining reserves to weather an economic crisis. Nor can we ignore the role of institutional investors in pushing for immediate returns and the poor incentives that pressure puts on companies. Institutional investors wield over 75% of stockholder voting power, all but dictating corporate policy through their voting clout. And most middle-class Americans fortunate enough to be invested in the stock market are forced capitalists, who must save for retirement by turning over a portion of every paycheck to a mutual fund family chosen by their employer. Although reforms to how corporations are governed is crucial to ensuring our capitalist system once again works for everyone, corporations will not give more thoughtful consideration to their employees and social responsibility unless the institutional investors who elect corporate boards support doing so. Our imbalanced corporate governance system can be fixed only by aligning institutional investors’ incentives with the interests of their end investors: human beings saving for retirement and their children’s college education. To do so, the institutional investors who control most human investors’ money must vote with their investors’ needs in mind. Index funds should tailor their voting policies to the fact that they are invested for the long haul. To be fair, some institutional investors have started to consider environmental, social, and governance, or “ESG,” factors. But if we want companies to operate in a sustainable, socially responsible manner, then all institutional investors who manage human investors’ money need to factor EESG considerations into their investing and voting decisions, and emphasize the vital missing “E”—the interests of companies’ employees. If companies are spending too much on stock buybacks, taking environmental shortcuts, or failing to adequately compensate and invest in their workforce, that is likely because their stockholders—i.e., institutional investors—have exerted pressures on companies that encouraged this state of affairs. If the goal is to increase the gainsharing among corporations and their other stakeholders—workers, consumers, and society—that can be achieved only by aligning those doing the voting—institutional investors—with the interests of their flesh and blood worker-investors who need not just sustainable corporate profits, but also good jobs, clean air, and safe products. Other complementary measures would help promote sustainable, long-term economic growth that benefits all. We must reform counterproductive tax and accounting policies creating incentives for speculation and rapid portfolio turnover, rather than sound long-term investing. And our nation has economic challenges that must be addressed by public investment. A huge infrastructure and basic research gap is eroding our competitiveness and diminishing our quality of life. We need to supercharge our efforts to address climate change. With investments in basic research, cleaner, more efficient infrastructure, and worker training, we can create jobs in the United States, tackle climate change, help workers in carbon-intensive industries transition to new jobs, reduce racial inequality, revitalize struggling rural regions and urban cities, and enhance the competitiveness of American companies. By implementing tax policy that puts a price on behavior we want to have less of — and making corporations pay their fair share for infrastructure that supports them — we can finance investments in the future to create good jobs that cannot be sent overseas. These ideas would work well along with a responsible approach to carbon and wealth taxation to create a more progressive and socially productive tax system. Finally, we must address legal changes that have given corporate elites an unfair advantage over working Americans, including Supreme Court and regulatory decisions that have undermined labor unions, deprived Americans of their day in court and fueled a massive growth in unchecked corporate political spending. America’s corporations are not playthings. They create jobs, produce goods and services that consumers depend on, affect the environment we live in, and build wealth for human investors to save for retirement and their kids’ education. Corporations are societally chartered institutions of enormous importance. Those who govern them ought to be accountable for the generation of durable wealth for workers, consumers, and human investors. A new accountability system that supports wealth creation within a system of enlightened capitalism—one that aligns the interests of institutional investors and corporations with those of the human beings whose capital they control— is needed. With some modest sacrifice by every interest that wields economic power, we can make our economy work better for all. This Proposal to promote Fair and Sustainable Capitalism would help make that goal a reality
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