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October 16, 2013 Trustee Call 

Sustainable Capitalism Program Update 

Elliot Schwartz, Vice President and Director of Economic Studies 
 

For the past few months we have been talking about CED’s sustainable capitalism project.  And 

on October 1 the Sustainable Capitalism Subcommittee met to review an initial draft report that 

provides background on the issues and lays out our agenda for this project.  The current draft is 

not meant for general circulation, but it is available on request to any CED Trustee.  I want to use 

today’s session to review what we have accomplished thus far and where we see this project 

going. 

Just a quick review:  The vision of this project is to build on CED’s 70-year history towards a 

capstone publication on capitalism for release in 2017, which will be the 75th anniversary of 

CED. The purpose of our work is to outline the issues surrounding the evolution and 

sustainability of capitalism in the United States, in the context of the global economic 

environment.  

The subcommittee met October 1 to discuss a draft paper provisionally titled, “Challenges of 

Capitalism Today.”  The paper is organized around four of the major forces defining 

contemporary capitalism: in business, government, the financial industry, and the global 

economy.  Public companies have grown significantly larger since the end of World War II and 

are much more complex.  Their size, complexity, and the “agency” issues associated with 

corporate governance contribute to concerns about sustainable capitalism. 

Government similarly has grown much bigger and more complex.  Most important, the 

interaction between big business and big government has become systemically corrosive.  

Businesses spend too much time and energy in pursuit of gain through governmental decisions 

relative to the time they spend on winning in the marketplace. 

The growth in size and influence of the financial industry is another concern.  And, many have 

questioned the societal value of the growth of finance and whether it is mainly benefitting 

participants in that sector rather than fulfilling its traditional role of linking savings to 

investment, allocating capital, and facilitating growth of the “real” economy. 

Global economic integration also has changed the American economy.  Most recently, 

interaction with China and other global economic powers has, at a minimum, reinforced many of 

the home-grown problems that challenge our economic system.  Chinese state-owned enterprises 

also tilt competition and create challenges for U.S.-based companies in both domestic and 

foreign markets. 

In our subcommittee discussion there was strong feeling that changes in technology, particularly 

with regard to effects on the labor market, should be added as an additional defining force. 
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Trends in technology are shaping a labor market that is highly skewed at one end toward high-

productivity, high-wage work, and at the other end toward greater unemployment or low-

productivity, low-wage work.  Technology and the trajectory of technological change influence 

the issues that concern us and deserve their own treatment. 

Within these topics, we have identified three or four issue areas that we see as most important for 

the evolution and sustainability of modern American capitalism.   

The first of these issues centers around aspects of the relationship between business and 

government that distort markets, protect incumbents, and slow the pace of innovation and 

productivity growth in the economy.  Some observers refer to this as “collusive” or “crony” 

capitalism. Anyone familiar with the lobbying and political fundraising industries might easily 

conclude that businesses spend too much time and money pursuing economic rents that flow 

from favorable treatment from government.  But there was general agreement in our meeting that 

the terms “crony” and “collusive” capitalism are too awkward and fail to capture aspects of the 

relationship that are less collusive and more directive on the part of government, or perhaps 

simply symbiotic.  A better term might just be “the business-government relationship.”  In 

addition, the subcommittee asked that the report contain more background and description about 

governmental regulation than it contains at present.  This is not intended to open the topic of 

regulatory reform, but rather to improve the discussion by examining the motivations that drive 

regulation and the effects regulation can have on business and society. 

The second and/or third issues are ones CED’s corporate governance subcommittee has explored 

over the last few years: short-termism and shareholder primacy.  The draft presented to the 

subcommittee treats these issues separately, but many who commented view these issues as 

basically the same thing.  To the degree that corporate managers and boards seek to maximize 

short-term shareholder value, or share price, they are in the throes of short-termism.  Conversely, 

a longer-term perspective tends to view corporate management objectives in terms of optimizing 

performance to meet the demands of all corporate constituents—shareholders, employees, 

customers, communities, and so on.  A revised draft should recognize both the common and 

unique characteristics of these issues. 

Depending on how you are counting, the third or fourth issue area encompasses concerns about 

the wide disparity in income between those at the bottom and top of the distribution and, perhaps 

more important, the lack of opportunity for lower-income individuals to advance up the income 

ladder beyond the level of their parents’ generation. The subcommittee sought to add a sense of 

urgency to the discussion in the current draft. The feeling is that the current paper should point 

out the consequences if business and societal leaders do not “get ahead” of the income-disparity 

issues.  Lack of leadership could be quite harmful as the political system would be under 

pressure to respond, and could not be relied upon to do so without causing collateral harm.   
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Other issues that should make their way more clearly into the draft relate to the so-called “social 

contract” and to business measurements of success within a shared-value/multi-constituency 

model of public corporations.  These issues are complex.  It was pointed out, and has been stated 

in previous CED reports, that to some extent corporate leaders must play a stewardship role with 

regard to the preservation and sustainability of capitalism.  One of the great strengths of 

capitalism is that market-based problems are generally self-correcting.  To a great degree, the 

issues and problems we are grappling with are not self-correcting.  They require leadership.  And 

business leaders should be aware that if they are unable to prevent these issues from festering, 

political leaders—some of whom might be described as demagogues—will offer their own 

solutions.   

How to measure business success is critical for both managers and investors who are trying to 

take a long-term, stakeholder view.  Without clear measurement, managers and shareholders tend 

to fall back to stock price as the only universal indicator of a corporation’s value.  It is important 

to gain greater understanding and insight into what other meaningful metrics of success might 

exist. 

There were some additional points made about the draft that deserve some attention.  As written, 

the current draft is primarily focused on larger businesses, mostly public companies.  That is 

because the challenges of sustainable capitalism are more related to larger corporations than to 

smaller businesses.  But several members of the subcommittee pointed out that one could hardly 

claim to describe modern American capitalism without including some analysis of the role of 

smaller, entrepreneurial and innovative businesses, which are emblematic of capitalism’s 

success.   

So that is the basic structure of this draft, which is meant to provide an overview of the topics 

and a road map for our work over the next three to four years.  In essence, the work plan is to 

take up distinct analyses of each of the issues just mentioned. 

It was agreed that staff should revise the draft report in line with the points summarized above 

and begin work on the next topic—a fuller analysis of the relationship between business and 

government, including proposals to overcome existing problems.  When that research report is 

concluded, other topics – short-termism/shareholder issues and income/mobility issues – will be 

taken up in turn.  At the conclusion, all research results will be combined into a book aimed to 

coincide with CED’s 75
th

 anniversary in 2017.  Outreach and impact events will be planned 

throughout this period of research.  Some of these events will be aimed to solicit the views of 

senior, current and retired business executives about our identified topics.  Such views can be 

incorporated into CED’s reports in an iterative fashion. 

 


