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CED’s recently released working paper, Business Statesmanship and Sustainable Capitalism: Can 
Corporate Leaders Help Put America and American Business Back on Track?, is the first paper of a multi-
year research program on sustainable capitalism, to culminate with CED’s 75th anniversary in 2017.  
CED began this work in conjunction with the Governance Program at the Center for Strategic and 
International Services (CSIS) and the American Assembly of Columbia University to conduct a year-long 
effort with leaders from business, academia, media, and non-governmental organizations to identify 
concrete actions that business leaders can take – in their own companies or in collaboration with other 
companies, non-business institutions, or governments – to address threats to sustainable capitalism. 
This effort was promoted by the book Capitalism at Risk: Rethinking the Role of Business, which focused 
on a long list of social, economic, and environmental “disruptors” that threaten business, individually 
and collectively. We plan to publish a report of our effort early in 2014 that will be titled: “Global 
Growth and the Future of Market Capitalism: What Can Business Do?”  
 
Following this joint effort, CED’s research will focus on issues generated by the Assembly and related 
corporate governance topics. We are, in particular, interested in positive role models in business today 
and how business can better communicate their accomplishments to shareholders and the public in 
general. CED will also explore the viability of sustainable capitalism, exploring issues such as the erosion 
of public trust in business and government and the subsequent waning of the “social license” of 
business to operate, as well as the reasons why business men and women have not been more effective 
stewards of capitalism. We also intend to continue to pay close attention to national problems 
stemming from: growing federal debt and sluggish economic growth; declining educational achievement 
and a labor force mismatch to the skill needs of business; the need to improve America’s global 
competitiveness; and support for democratic institutions.  
 
The recently posted working paper defines business statesmanship as the kind of thinking and behavior 
that recognizes societal health as part of what it means to be a business leader. CEOs acting as business 
statesman can credibly speak on issues that most directly affect the long-term health of their 
companies, including the nature of the markets they serve, the availability of well-trained workers, and 
the general economic and social environment. CED recognizes that oversight by directors, shareholders, 
and government make it difficult for a CEO to step outside the confines of immediate business concerns. 
It is understandable that business leaders are reluctant to jump into a morass of societal problems and 
to be on the receiving end of pointed criticism from shareholders, boards, and the public.  Many of 
America’s CEOs are active participants in lobbying through the political system for laws and regulations 
directly favorable to their own circumstance.  But many are willing to take a more expansive view, for 
example by actively seeking to improve educational performance and worker training, which determine 
the quality of the labor force and the pool of talent available to business. The societal issues for which 
we seek business engagement are no less important to a business’s success. We recognize that to be a 
vocal societal leader, the CEO and executive team will need the strong backing of their board, 
shareholders, and other constituencies. Institutional shareholders representing individuals with longer-
term economic goals hold a key to market acceptance of corporate efforts to emphasize long-term 
growth based on well-functioning societal conditions.  CED’s goal, and the goal of our working paper, is 
to change the environment in which business operates, to make it an asset rather than a liability to have 
a leader willing to engage in critical public policy discussions.  

http://www.ced.org/reports/single/business-statesmanship-and-sustainable-capitalism-can-corporate-leaders-hel
http://www.ced.org/reports/single/business-statesmanship-and-sustainable-capitalism-can-corporate-leaders-hel


“Norms” 
Joe Minark, Senior Vice President and Director of Research 

 
Members of the business community and economists generally think of market capitalism as 
competition. You build a better mousetrap, and the world beats a path to your door. Competition drives 
you to explore every possible way to succeed.  
 
This basic philosophy is why we at CED prefer a system of market-based competition among competing 
health-insurance plans over the current law, including with respect to Medicare. Take the Independent 
Payment Advisory Board (IPAB). Even if we assume, in an abundance of fairness, that the IPAB bats 
1.000 – that every idea it promulgates turns out to be winner – we could not conceivably assume that 
this limited group would think of every productive idea to deliver quality health care efficiently. A fixed 
agenda of improvements from one entity will be no match for what could emerge from a large number 
of innovators seeking every possible way to compete and succeed in a competitive market.  
 
But let’s explore that concept: “every possible way.” Using the proverbial “better mousetrap” image 
again, suppose that one entrepreneur finds a legal way not to improve his own mousetrap, but to create 
a media buzz that his competitor’s mousetrap does not work as well as it in fact does – or that his own 
works better than it in fact does. Is that what market capitalism is all about? 
 
What protects us from such abuse of the free market, this legal manipulation by fellow economic actors, 
is at one level accepted and observed standards of behavior – “norms.” I’m going to venture my own 
opinion that a significant part of the deterioration in economic and especially political conditions in 
recent years has come from an erosion of previously accepted norms – and that once such erosion has 
begun, there is an unfortunate natural tendency of that deterioration to continue and even accelerate in 
a “race to the bottom.”  
 
Some norms, such as charitable giving, can be considered virtuous; others, arguably neutral. Take, for 
example, the automobile “tail-fin” wars of the late 1950s, when U.S.-manufactured automobiles came 
to be distinguished from one another essentially on the basis of whose tail fins were larger. Some social 
critics railed that the industry was ignoring quality and durability, and wasting the steel to enlarge the 
tails fins and the fuel to carry them around. Economists, of course, hesitated to question the consumer’s 
judgment as to what constituted value. In any event, an arguably deteriorated “norm” came to be 
widely accepted and practiced – that resources could be properly devoted to a marketing activity that 
might be interpreted as having zero – or even negative – value to a consumer.  
 
We can take one more step down the ladder of norms to what some might call arguably negative to the 
community. One example is the practice of corporate “inversions,” which some have called 
“expatriations.” Many U.S. corporations have followed this practice, but, interestingly enough, when the 
household-name hand tool manufacturer Stanley Works intended to conclude an inversion they were 
met with such public resistance that they determined not to. Apple Computer – another “all-American” 
firm – has recently suffered adverse publicity over similar, but not identical, transactions. There clearly is 
some “norm” relating to the national identification of corporations – even if it is not imposed by the 
public in a fully even-handed manner. 
 
An important knock-on effect of these, and other, arguably negative norms can be a “race to the 
bottom.” If your competitor can reward its shareholders with the profit from a norm-violating behavior, 
your shareholders might believe that they are ill-served if you do not so reward them. 



 
A case can also be made that our nation has seen even more of a violation of norms, and even more of a 
dangerous “race to the bottom,” in the public sphere. For example, consider the questionable allegation 
saved until it is too late to respond – the proverbial “October surprise” – that has become a fixture of 
the election process. The norms of behavior in election campaigns have clearly changed, morphing from 
serious debates over crucial issues to “gotcha” games.  
 
In another example: Each political party now perceives that it holds a trump card in the debate over the 
public debt and the federal government’s budget deficit. Democrats criticize any suggestion of a change 
to the major source of the long-run problem as “ending Medicare as we know it,” while Republicans 
attack any move to raise revenues as “job-killing tax increases.” The good news is that a likely 
considerable number of both Democrats and Republicans in Congress know that each of these positions 
is irresponsible and untenable. The bad news is that this reveals the extent to which our policymaking 
system is broken, driving people who know better to hide behind empty and misleading slogans. During 
the 1986 Tax Reform Act debate, Member after Member came to the floor and repeated a cry heard 
over and over in their town hall meetings: “When will you Democrats and Republicans work together 
and get something done for the country?” Today, Members fear that if they even speak about 
compromise they will lose their seats to a more ideological and uncompromising individual. In sum, 
there used to be a norm that demanded the President and Members of Congress cooperate to address 
the nation’s problems, a norm that has deteriorated to the point where every candidate for office 
understands that the most profitable and rewarding form of behavior is to refuse to cooperate, and to 
refuse to compromise.  
 
It would be beneficial if there were an umpire to call a foul when public or private actors violate 
important norms. And of course, in any realistic sense, the umpire has to be us. Public protests affected 
the decision of Stanley Works – but not the similar decisions of numerous other U.S. corporations. Is the 
electorate up to the task? 
 
Some institutions might help, perhaps a behavioral analog to media fact-check entities like Politifact. 
Key, of course, is establishing and maintaining a reputation for impartiality. An example could be found 
in a quite specialized entity in economics formed by the University of Chicago Booth School of Business. 
The intent was to create a balanced panel or forum of noted economists, and to put to them questions 
about public policy issues. An innovation (to my knowledge) was to ask the members to specify by a 
category system the degree of confidence they had about their judgments. If it met its goals, this forum 
would provide non-economists with a reasonable sense of the center of gravity in expert economic 
opinion. Although this forum no longer exists, such an institution – perhaps among selected former 
Members of Congress – might attain traction as a source of credible, balanced opinion on any violations 
of appropriate norms of public behavior.  
 
In the case of the private sector, consider the continued existence of a minimum wage law, showing that 
we as a society feel compelled to dictate good behavior, rather than to count on its voluntary 
maintenance. That puts a premium on good laws and regulations, as well as good government.  
 
As a final idea, we should celebrate the people (and institutions) who act according to high standards to 
reinforce, and even establish, strong norms in the realm of business, politics, and policymaking. That is, 
of course, an important part of what we do and who we are at CED. So it affords one more opportunity 
to thank you for your commitment to this important organization.  

 



Questions 
 
Can you expand on how the IPAB example you opened with relates to the larger idea of norms? 
 
One of the virtues of competition is that it requires the players in the competition to try to find every 
way to achieve success. In the marketplace, we normally assume that you compete on the basis of 
quality and price. In the political world, we normally assume that you establish yourself as someone who 
makes progress. If instead, for example, we have people competing on the basis of false advertising, 
then the violation of those norms means that the competition we have does not yield a good outcome.  
 
IPAB ties back to one of the last points made about good regulation to beget good competition. An 
advocate of ‘Obamacare’ would say that by ruling out certain behaviors of the past – like refusal to 
cover people with pre-existing conditions – that law confines the playing field to actually delivering 
better care at a lower price. People will have vastly different opinions on whether the current healthcare 
system does achieve that goal. We at CED had a very different vision of the healthcare playing field, laid 
out in our 2007 policy statement, Quality, Affordable Healthcare for All. Even under that system, 
however, you do have to have a set of rules for the game that forces competition in a constructive 
direction.  
 
What can Trustees do to help CED be more influential in the current Washington gridlock?  
 
In the global sense, we believe that we can be productive by identifying business statesman role models, 
and we welcome any suggestions you have of business leaders to consider. With respect to public 
behavior, we are going to be looking issue by issue. Let us know which Subcommittees you have interest 
in; the more Trustees we have involved the better our policy statements and outreach will be. We are 
also looking forward to the opportunity to have many of our Trustees participate in the CED blog on our 
new website. If anyone would like to share concerns, policy ideas, etc., we would love to work with you 
and expand the flow of information and ideas on our blog.   
 
One of the issues touched on was the challenge to business leaders of reconciling being a statesman with 
conflicting interests by shareholders, board members, short-termism, etc.  How do we overcome that 
conflict? 
 
This is a really important part of what we are trying to tackle with our Sustainable Capitalism project. 
The shareholder primacy model is really not sustainable, and we need to evolve this model to include 
multiple constituents. These constituents include customers, employees, owners, community, etc.  If we 
embrace the multi-constituent model, then the CEO as statesman role becomes essential.  
 
One suggestion may be to put together a point-counterpoint style piece on our blog featuring two 
Trustees respectfully debating an issue. CED could in so doing not only contribute to the public debate 
but also create a rare example of respectful disagreement and debate. Shareholders may be more 
receptive to CEO’s involvement in public policy if they are doing so in an arena of respectful 
disagreement rather than throwing mud in a hot ideological debate.  
 
 

http://www.ced.org/pdf/Quality-Affordable-Health-Care-for-All.pdf
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