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Until economic and social rules work for all, 
they’re not working.

Inspired by the legacy of Franklin and Eleanor, 
the Roosevelt Institute reimagines America as it 
should be: a place where hard work is rewarded, 
everyone participates, and everyone enjoys a fair 
share of our collective prosperity. We believe that 
when the rules work against this vision, it’s our 
responsibility to recreate them.

We bring together thousands of thinkers and 
doers—from a new generation of leaders in every 
state to Nobel laureate economists—working 
to redefine the rules that guide our social and 
economic realities. We rethink and reshape 
everything from local policy to federal legislation, 
orienting toward a new economic and political 
system: one built by many for the good of all.

For media inquiries, please contact Chris Linsmayer at 720 212-4883 or clinsmayer@rooseveltinstitute.org.
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Executive Summary
Five years after the official end of the recession, 
economic activity in the U.S. remains below potential. 
One important reason is the slow growth in business 
investment, which remains weak, especially compared 
to previous recoveries. To an increasing number of 
observers, the weakness in investment appears related 
to the rise in what observers are calling “quarterly 
capitalism” or “short-termism”—the focus on short 
time horizons by both corporate managers and 
financial markets.1

What has been lacking from this conversation is an 
all-encompassing agenda for reform, though there are 
several reform proposals out there.2 Ours goes beyond 
simply tackling short-termism by itself. Instead, we 
focus on rebalancing power overall, limiting bad actors 
but also empowering good ones. This trend can only 
be combated by emboldening countervailing power in 
the marketplace while also emphasizing a new role for 
government.

The focus on the short term shows up most 
dramatically in the increase in funds paid out by 
corporations to shareholders. Before the 1970s, 
American corporations consistently paid out around 
50 percent of their profits to shareholders, retaining 
the rest for investment. But over the past 30 years, 
shareholder payouts have averaged 90 percent of 
reported profits. In several years, including 2014, 
total payouts have actually been greater than total 
profits. Almost all the increase is due to buybacks—
corporations’ purchases of their own shares—which 
were practically nonexistent before the 1980s but 
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now account for nearly half of corporations’ payouts to 
shareholders (see Figure 1).

Figure 1: Profits, Investment and Payouts, 
Publicly Traded Corporations

Source: Compustat database; Roosevelt Institute analysis 
Cashflow is profits plus depreciation. 

This increase in shareholder payouts is closely linked to 
the transformation of American corporate governance 
from the 1980s, a transformation often described as 
the “shareholder revolution.” Through most of the 
20th century, American corporations were governed 
under a system best described as “managerialism,” in 
which executives typically rose through the ranks at a 
single company and had as their primary objective the 
survival and growth of the corporation itself. Under 
this system, management saw itself as balancing the 
interests of a number of “stakeholders”—employees, 
customers, suppliers, regulators, creditors, other 
firms in the industry, and so on. Shareholders were 
just one constituency among others. But over the 
past generation, there has been a revival of the idea 
that shareholders are the only ones with a legitimate 
stake in the corporation, and that creating value 
for shareholders is the sole legitimate objective for 
management. This change in the self-conception of 
management has gone hand in hand with developments 
in law, ideology, and the structure of financial markets 
that have increased the power of shareholders to 
enforce their demands on managers. Higher payouts 

are one of the central demands of these empowered 
shareholders.3

The first part of this agenda will directly counter several 
of the specific trends known to increase short-termism. 

It will include ideas that are broadly 
applicable across industries, such as 
policies to address skyrocketing CEO pay, 
as well as more targeted solutions.

A policy agenda to address corporate 
short-termism requires a comprehensive 
approach focused on building 
countervailing power, which is addressed 
in the second part of our proposal. The 
forces that push firms toward short-
termism will persist and find new ways to 
exert power, but the reforms outlined in 
this paper embrace wide-scale, long-term 
changes, such as granting workers power 
on boards, designed to attract long-term 
stakeholders. The agenda also includes 
practical, simple policy changes for 
regulators. 

The third part of our agenda contains solutions 
that point to a new role for the state. Taxes and full 
employment are two obvious and necessary ways of 
checking short-termism, and if companies are less 
interested in investment, government needs to fill in 
that gap, whether by providing high-speed cable or 
funding basic research.

COMBAT SHORT-TERMISM 
DIRECTLY

1. Direct Limits on Buybacks

Buybacks have become one of the main drivers of cash 
leaving firms, with corporations spending roughly 100 
percent of their profits to buy back stocks. Buybacks 
also offer CEOs a way of manipulating statistics and are 
prone to abuse. The SEC should revoke or limit its 1982 
10b-18 Rule and require more extensive reporting of 
buybacks.

2. Reform CEO Pay and Earnings 
Reports

The movement to tie CEO pay to performance has been 
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a major driver of short-termism. Congress can address 
this issue by updating section 162(m) to remove the 
incentive for using stock options and other “incentive-
based” pay as compensation. The SEC should retract its 
proposal to require companies to report on executive 
pay and performance using total shareholder return as 
the metric for performance.
 
3. Private Equity Reform

Short-termism isn’t limited to public companies. 
To ensure private equity’s impact is more beneficial 
than harmful, Congress should limit leverage in 
private equity and forbid new debt for dividend 
recapitalizations. It should also limit moral hazard by 
requiring matching partner equity and demand more 
transparency and public disclosure of fees.

4. Limit Cash Release for Firms with 
Unfunded Pension Liabilities

Short-termism can have harmful effects that directly 
conflict with other legal obligations. For example, 
buybacks and dividends can have harmful effects for 
companies with unfunded pension liabilities. To combat 
this problem, Congress should empower the Pension 
Benefit Guaranty Corporation to limit dividends and 
buybacks for firms with these unfunded liabilities.

STRENGTHEN COUNTERVAILING 
FORCES

5. Implement a Proxy Access Rule

In order to reorient firms toward long-term value, long-
term shareholders should have greater participation 
in board nominations. Toward this end, the SEC 
should mandate a proxy access rule, reduce the rule’s 
ownership requirement, and lengthen the holding 
time requirement specifically to target long-term 
institutional investors.

6. Allow Alternative Share 
Approaches

Firms need the ability to innovate new approaches to 
shares. Loyalty shares would link more votes to longer-
held shares. Dual-class shares empower long-term 
management by granting them more votes per share. 

Listing requirements on stock exchanges should be 
changed to allow more innovative experimentation with 
these and other approaches.

7. Affirm Board Power

The relevant governing bodies, particularly the SEC, 
should reaffirm the business judgment rule, which 
empowers boards with the benefit of the doubt 
concerning their decisions. They should also clarify 
the fact that shareholders are not owners or residual 
claimants. Additionally, management and regulators 
should continue to allow the practice of board 
staggering. Reaffirming these principles would help set 
the standard for the proper relationship between the 
many key stakeholders in a firm.

8. Establish Worker Representation

“Co-determination,” or involving workers in company 
decision-making, has the potential to greatly increase 
the productivity and representation of the labor force 
by adding necessary long-term stakeholders. Congress 
should investigate adopting the German model, with the 
long-term goal of mandating employee representation 
on company boards to supplement more traditional 
forms of labor organizing.

A NEW ROLE FOR THE STATE

9. Use Taxes and the Rules of the 
Economy to Benefit Long-Term 
Growth

Government policy, which sets the rules of the economy, 
is a huge determinant of how fast the economy grows 
and who benefits from it. By pursuing full employment 
and equalizing the taxation of capital, the government 
can empower workers and check short-termism. 

10. Expand Government Investment

If corporations will no longer invest for their own 
benefit and the benefit of society in general, then the 
federal government must step in—as it did during the 
New Deal—to ensure that Americans have access to 
quality transportation, basic research, high-speed 
Internet, green technology, etc., to ensure the country’s 
long-term sustainability. There are myriad potential 
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public infrastructure projects like these that, in addition 
to creating jobs and boosting demand in the short run, 
would prove a boon to long-term growth, innovation, 
entrepreneurship, and general well-being.

Part One: Combat 
Short-Termism
The first part of this agenda will directly counter several 
of the specific trends known to increase short-termism. 
It will include ideas that are broadly applicable across 
industries, such as policies to address skyrocketing CEO 
pay, as well as more targeted solutions.

1.DIRECT LIMITS ON BUYBACKS

Buybacks have become one of the main drivers of cash 
leaving firms, with corporations spending roughly 100 
percent of their profits to buy back stocks. Buybacks 
also offer CEOs a way of manipulating statistics and are 
prone to abuse. The SEC should revoke or limit its 1982 
10b-18 Rule and require more extensive reporting of 
buybacks.

Share repurchases are one of the most cited causes 
of short-termism in the media today, largely due to 
their recent explosion in size and scale. Publicly listed 
companies in the S&P 500 used 54 percent of their 
earnings, $2.4 trillion, to repurchase stocks between 
2003 and 2012.4 Combined with dividends, payouts to 
shareholders surpassed 100 percent of earnings, as they 
did right before the 2008 crash.5

Yet buybacks were not always of this magnitude. 
Until the 1980s, their extensive use wasn’t even 
part of corporate practices. In 1982, the Securities 
and Exchange Commission (SEC) adopted 10b-18, a 
regulation commonly known as the “safe harbor rule.” 
This rule protects companies that engage in buybacks 
against charges of insider trading as long as buybacks 
were less than 25 percent of the stock’s average daily 
trading volume over the previous four weeks.6 This 
rule changed the entire nature of corporate investment 
around buybacks, and there’s no doubt it paved the way 
for the gigantic share repurchases of today.

There are several reasons to be concerned about 
the prevalence of buybacks in today’s economy. The 
amount spent on buybacks means that there are fewer 

resources left over for capital expenditure and the 
retention, attraction, and training of employees.7 Pre-
1980s corporate finance demonstrated a strong link 
between cash inflows and investment. During the ‘80s, 
a change occurred, weakening this link. Now profits and 
borrowing are highly correlated not with investment 
but with buybacks.8 Researchers have found a general 
negative correlation between share repurchases and 
investment expenditure.9 This is consistent with other 
research that finds private firms are much more likely 
to invest than similarly situated public firms, and that 
“firms that repurchase shares subsequently reduce 
employment and investment in capital, and hold less 
financial slack.”10 

Direct limits on buybacks could take a number 
of different forms. Rule 10b-18 could be revoked, 
eliminating the safe harbor rule. Alternatively, the daily 
trading volume limit could be lowered, permitting fewer 
buybacks. The SEC should begin enforcing and keeping 
track of buybacks on a regular schedule to allow for 
enforcement of this rule.

These measures alone won’t be enough to combat short-
termism: As buybacks recede, dividends will expand. 
Dividends are generally not prone to fluctuations, but 
corporations could issue special dividends with more 
variation. This is why a broader agenda is necessary. 
However, there are benefits to replacing buybacks with 
dividends; most notably, it would provide less incentive 
for CEOs to manipulate their pay packages, as will be 
discussed in the next section. It would also help prevent 
tax arbitrage. Companies have a mechanism to return 
money to shareholders, and that mechanism is the 
dividend.

Share repurchases are one of the most cited 

causes of short-termism in the media today, 

largely due to their recent explosion in size and 

scale. Publicly listed companies in the S&P 500 

used 54 percent of their earnings, $2.4 trillion, 

to repurchase stocks between 2003 and 2012.4 

Combined with dividends, payouts to sharehold-

ers surpassed 100 percent of earnings, as they 

did right before the 2008 crash.5
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2. REFORM CEO PAY AND 
EARNINGS REPORTS

The movement to tie CEO pay to performance has been 
a major driver of short-termism. Congress can address 
this issue by updating section 162(m) to remove the 
incentive for using stock options and other “incentive-
based” pay as compensation. The SEC should retract its 
proposal to require companies to report on executive 
pay and performance using total shareholder return as 
the metric for performance.

The growth of CEO equity-based compensation is 
largely responsible for incentivizing managers to engage 
in short-termism. In an attempt to align executive 
interest with their own, shareholders demanded that 
a greater percentage of CEO compensation be based 
on performance. This was motivated by the belief that 
CEOs who received stock options would make decisions 
to benefit themselves and thus benefit shareholders. 
Performance pay has been one of the major drivers of 
the rise of CEO pay, which has more than quintupled for 
large public companies since the early 1980s.11

In 1993, Congress adjusted Section 162(m) of the tax 
code to allow deductibility of executive compensation 
up to $1 million. However, the rule states that 
compensation is tax-deductible without limit if it is 
performance-based. Part of the rationale for this was 
to protect infant industries that only had stock options 
to pay for executive talent.12 However, this aligned 
companies as a whole to coordinate around a flawed 
and controversial approach to CEO pay. Executives now 
have an interest in short-term gains even at the expense 
of long-term investment, and this interest aligns 
executives with short-term shareholders. 

To discourage performance-based pay, Congress 
should update section 162(m) to cap deductibility of 
compensation at $1 million regardless of the form of 
the income. This should be extended beyond public 
companies to all companies that file quarterly reports 
with the SEC. And it should go beyond executives to 
apply to all employees earning more than $1 million.13

The SEC is attempting to address the CEO pay issue by 
requiring companies to increase financial disclosure. 
Under the proposed rule, companies would report the 
compensation of their top executive, including pension 
and equity awards; average compensation paid to their 

executive officers; annual total shareholder return 
(TSR) for their own firm; and annual total shareholder 
return for peer companies.14  Unfortunately, the new 
rule will exacerbate, not reduce, the incentive to 
increase short-term gains. This is because the logic 
of increased disclosure is to present information 
to shareholders that allows them to examine the 
relationship between CEO compensation and company 
performance as measured by shareholder returns. 

Instead of rejecting the idea of paying for performance, 
the SEC has embraced it. This rule was meant to contain 
CEO pay but will result in increased short-termist 
urges, much like the 1993 executive compensation tax 
reform. The issue with the rule is not with increased 
transparency, but with the choice of what metrics 
companies should use. Several critics have noted the 
use of total shareholder returns, which measures 
stock appreciation and dividends, as the metric for 
performance deliberately encourages a focus on short-
term stock price movements as opposed to the longer-
term success of the corporation. Furthermore, it is a 
poor metric for company performance. 

The choice of TSR as a measure of company 
performance demonstrates how embedded shareholder 
primacy has become in American business, at the 
expense of all other stakeholders in a firm. Los Angeles 
Times columnist Michael Hiltzik expresses this idea 
succinctly: “A bigger problem with the SEC rule is that 
it examines the CEO's pay only in the context of the 
shareholders' welfare. This reflects the notion that the 
corporation exists only to benefit its shareholders—that 
creation of ‘shareholder value’ is the be-all and end-
all of management.”15 To the extent that executives 

The movement to tie CEO pay to performance 

has been a major driver of short-termism. 

Congress can address this issue by updating 

section 162(m) to remove the incentive for using 

stock options and other “incentive-based” pay 

as compensation. The SEC should retract its 

proposal to require companies to report on 

executive pay and performance using total 

shareholder return as the metric for performance.
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financially manipulate stock prices and increase 
dividends, companies have less money for long-term 
investments and less liquidity available in the event of 
an emergency.16 These effects can benefit shareholders 
yet harm other company stakeholders.  

Even if TSR were a reasonable measure of company 
performance, it would be an incorrect metric for 
analyzing executive performance. Not only can 
executives engage in financial manipulation (versus real 
operative improvements) to inflate stock prices, stock 
prices can rise and fall without any executive action. 
The Investor Responsibility Research Center lists the 
many variables that can impact stock prices as “fund 
flows, central bank policies, macroeconomics, geo-
political risks and regulatory changes.”17 Hiltzik notes 
also that TSR is sensitive to capital structures, so that 
executives could be rewarded for taking on more debt. 

Even strong supporters of shareholder rights 
acknowledge CEOs are often rewarded for stock 
price movements that they had no hand in creating.18 
Eleanor Bloxham of the Value Alliance and Corporate 
Governance Alliance suggests that companies should 
reward executives for actions that contribute to 
the companies’ long-term value. Others, like legal 
professor Lynn Stout, believe the entire notion of “pay 
for performance” crowds out prosocial behavior and 
encourages selfishness.19 Stout draws on behavioral 
science to argue that, instead of pay-for-performance 
incentives, companies should adopt non-material and 
relatively modest compensation packages to foster 
prosocial behavior. 

3. PRIVATE EQUITY REFORM

Short-termism isn’t limited to public companies. 
To ensure private equity’s impact is more beneficial 
than harmful, Congress should limit leverage in 
private equity and forbid new debt for dividend 
recapitalizations. It should also limit moral hazard by 
requiring matching partner equity and demand more 

transparency and public disclosure of fees.

Private equity (PE) represents the most extreme case 
of shareholder power because the shareholders are, 
in effect, the managers. With an estimated 7.5 million 
people employed by private equity since 2000, this 
lightly regulated yet growing industry is an important 
area to address in the policy reaction to short-termism.

PE is simply equity capital that is not traded on public 
exchanges. PE funds are just one type of the PE asset 
class, related but separate from venture capital. Like 
the leveraged buyouts of the past, PE funds borrow 
money to take public companies private with the stated 
intention of conducting value-increasing changes and 
selling the company at a higher price three to five years 
later. The rationale behind PE firms and funds is that 
they target distressed companies and manage them 
back to health, but research shows this is not the case; 
PE firms overwhelmingly target healthy companies.20

Distressed or healthy, PE firms have the potential to 
improve the companies in which they invest. This 
is most evident in the lower middle market, roughly 
defined as having an enterprise value of $25–300 
million.21 PE is able to offer capital, management, 
and financial expertise and access to new markets to 
growing but credit-constrained companies. However, 
PE can also harm stakeholders through-cost cutting 
that results in lower investment and wages. PE can also 
increase a company’s long-term liabilities by selling 
assets and taking out new loans to finance dividend 
recapitalizations, which are special dividends paid out 
to investors.

To ensure that PE’s impact is more beneficial than 
harmful, Congress should limit leverage in PE and 
forbid new debt for dividend recapitalizations. It 
should also limit moral hazard by requiring matching 
partner equity and demand more transparency and 
public disclosure of fees, building on reforms in Dodd-
Frank. These proposals would regulate PE with the 
aim of decreasing the harmful maneuvers PE firms use 
to enrich themselves while supporting the beneficial 
impact of PE, in particular when it focuses on helping 
smaller companies to grow.

Reducing the amount of leverage in PE will increase 
financial stability. Stronger balance sheets can reduce 
incentives to cut costs and improve a firm’s ability 
to absorb shocks, leading to fewer loan defaults and 

Even strong supporters of shareholder rights 

acknowledge CEOs are often rewarded for 

stock price movements that they had no hand 

in creating.
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bankruptcies. Congress can reduce the amount of debt 
accumulated by portfolio companies. One important 
means of doing this is to place a direct limit on the 
amount of leverage PE firms can use to acquire a 
company. A good benchmark for how much leverage 
should be allowed would be the amount of leverage 
utilized by the middle market PE firms—a debt-to-
equity ratio closer to 50:50.22 

Tax reform is a crucial element of addressing these 
issues. Currently, taking on more debt is rewarded 
through discounted tax bills. The more debt a business 
has to service, the less tax it incurs. Estimates find 
that large debt can increase a company’s value by 
10–20 percent because of the interest deductibility it 
receives.23 Interest should not be deductible, which 
should be part of a larger tax reform agenda. Another 
way to directly limit debt is to forbid any new debt for 
a dividend recapitalization. If long-term investors are 
indeed long-term, they should not need a short-term 
exit.24

PE suffers from a major moral hazard because the 
general partner has a monopoly on management 
decisions but holds the least amount of risk. Congress 
can address this moral hazard and force investors to 
have more to lose if a portfolio company fails, especially 
if risky management decisions were made. It could 
demand that PE firms put more skin in the game by 
matching limited partner equity in the fund. It could 
eliminate the carried interest loophole, which currently 
allows carried interest on an investment to be taxed as 
capital gains, not as ordinary income. Congress could 
also mandate that if a company goes into bankruptcy 
due to sale of assets or dividend recapitalizations, the 
investors must be liable for severance pay for workers 
and are not eligible to pass off pension liabilities to the 
Pension Benefit Guaranty Corporation. 

Congress can also demand more transparency and 
disclosure. Although this is a broad and somewhat 
broken-record mandate, transparency and 
accountability in the PE sector is necessary. Disclosure 
standards in this industry are considerably low, leaving 
no data for researchers who seek to examine PE’s 
impact or performance. Improved disclosure would not 
only increase awareness about the PE industry but also 
increase the data availability for academics who want to 
conduct studies in these areas.

The Dodd-Frank Act took initial steps to regulate the 

industry by mandating that general partners register 
with the SEC. Using this new regulatory power, the 
SEC began to examine PE firms and recently declared 
that it found transparency issues with half of the firms 
investigated.25 With increased transparency, more 
violations could be uncovered, which would in turn 
deter other violations. Efforts to roll back the minimal 
disclosures added in Dodd-Frank must be resisted.

A variety of studies demonstrate that reduced debt is 
good for portfolio companies and their stakeholders and 
that less leverage is good for employees. A new study by 
MIT economists finds highly leveraged companies were 
responsible for most if not all of the job losses during the 
financial crisis.26 Between 1970 and 2002, PE companies 
were twice as likely to go bankrupt.27 Standard and 
Poor’s states that dividend recapitalizations can reduce 
credit-worthiness and increase the chance of defaults.28

Currently, PE is held accountable for little, and the 
result has been an increase in dividend recaps and 
continued layoffs from downsizing.29 PE firms have 
more incentive to break explicit and implicit contracts 
with stakeholders than public firms do. A mixture of 
carrots and sticks will encourage PE firms to take other 
stakeholders into consideration when leading their 
portfolio companies. 

4. LIMIT CASH RELEASE FOR 
FIRMS WITH UNFUNDED 
PENSION LIABILITIES

Short-termism can have harmful effects that directly 
conflict with other legal obligations. For example, 
buybacks and dividends can have harmful effects for 
companies with unfunded pension liabilities. To combat 
this problem, Congress should empower the Pension 
Benefit Guaranty Corporation to limit dividends and 
buybacks for firms with these unfunded liabilities.

Combating short-termism will require creative 
solutions, especially when there are public stakeholders 
directly at risk from increased payouts. Congress can 
empower qualified institutions to provide a direct limit 
on payouts in situations that have a direct negative 
public consequence, such as when they come at the 
expense of other legal obligations. The Pension Benefit 
Guaranty Corporation (PBGC) is an example of such an 
institution. 

The PBGC is a federal institution created by the 
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Employee Retirement Income Security Act (ERISA) 
in 1974. It was designed to insure defined benefit 
retirement plans in private sector pensions. Defined 
benefit plan participants usually receive a fixed benefit 
for life regardless of how the pension fund performs. 
Like other insurance companies, the PBGC charges 
premiums to companies in exchange for the risk of 
taking on their pension liabilities in the future. Covered 
plans may be single-employer plans, in which one 
employer provides benefits, or multi-employer plans, in 
which many employers provide benefits. Currently, all 
multiemployer plans and most single-employer plans 
pay a flat premium. Additional charges, called variable 
premiums, are charged if a single-employer plan is 
underfunded.

Under the Pension Protection Act of 2006, pension 
plans should target 100 percent funding. If a plan 
becomes underfunded, its current assets are less than 
its current and estimated future liabilities. To pay 
benefits to participants of failed plans, the PBGC uses 
money it collects from premiums, capital gains from 
investments, and recoveries from companies formerly 
covered. 

Some defined-benefit pension plans may be 
underfunded because of circumstances beyond the 
sponsoring company’s control—for example, poor 
results in the financial markets in which the plan’s 
assets are invested, or a fall in the company’s operating 
income due to a cyclical downturn. Other companies 
may temporarily underfund their plans in order to 
finance investment spending urgently needed for the 
company’s long-term success. In general, there is no 
public interest in further penalizing these companies; 
the decline in employer-sponsored pensions is a major 
factor undermining retirement security for working 
Americans, and those companies that still participate in 
them should be encouraged to continue doing so. 

In many cases, however, a company that is able fully 
meet its pension obligations will instead, under 
shareholder pressure, allow its defined-benefit 
pension plans to become underfunded in order to 
finance increased dividends and buybacks. In effect, 
employees provide their labor in return for an agreed 
compensation, which is then not paid to them but 
claimed by shareholders instead. This is a clear example 
of a short-term focus undermining long-term success, 
since the underfunding creates financial risks for the 
company and, by undermining the credibility of its 

commitments to its workers, weakens its ability to 
gain their loyalty in return. If the ultimate result of 
this underfunding is that promised pensions are not 
paid, the payouts will, in a real sense, have been stolen 
from the employees. Sufficient underfunding may even 
threaten the solvency of the PBGC itself. So on both 
moral and public policy grounds, there is a clear case 
for restricting shareholder payouts by companies with 
unfunded pension liabilities.

For example, the Dutch grocery company Ahold (which 
owns the American chains Stop & Shop and Giant as 
well as the online retailer Peapod) reported a shortfall 
of nearly $800 million in its American pension funds 
in 2014—$250 billion for its own plan for salaried 
employees, and $540 billion for its share of the funding 
deficits of the multiemployer pension funds in which 
it participates for its union employees. These funding 
shortfalls are growing: The plans were underfunded by 
“only” $650 million in 2013. At the same time, Ahold has 
been sharply increasing its shareholder payouts. During 
the decade of the 2000s, Ahold paid out an average of 
$270 million per year, about equally divided between 
dividends and repurchases. But over the past five years, 
shareholder payouts have averaged $1.4 billion annually, 
including $500 million in dividends and nearly $1 
billion in share repurchases per year. 

Clearly, Ahold has the financial resources to fully fund 
its pensions. But given the uncertain future of retail, 
it is entirely possible that at some point in the future 
this will no longer be the case, and if Ahold’s plans 
remain unfunded, the company will be unable to meet 
its obligations to retired employees. If that happens, 
today’s shareholder payouts will have been financed by 
defrauding workers. Increasing shareholder payouts 
while pension obligations remain unmet is a form of 
looting and should be prevented by regulation or law.30

Unfortunately, the PBGC no longer publishes data 
on unfunded pension liabilities, so we cannot say 
exactly how many pension funds are being depleted 
by shareholder payouts, but the problem is certainly 
widespread. In 2009, a survey of multiemployer 
pensions plans found that nearly a third (32 percent) 
of them had assets less than 65 percent of the present 
value of their obligations—the level considered 
“critical” underfunding by the PBGC.31 An unknown, but 
presumably substantial, fraction of the corporations 
participating in these plans will have also participated 
in the great increase in shareholder payouts in recent 
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years. As a first step toward assessing the scale of the 
problem, the SEC should require companies to report 
their unfunded pension liabilities in a consistent way.

The PBGC should use its existing resources to directly 
limit share repurchases. The PBGC is vested with 
limited power through ERISA: It can place a lien 
on business assets if the business has $1 million in 
unpaid contributions, and also has the power to 
investigate companies through its early warning 
program. The PBGC should demand that companies 
limit buybacks and dividends unless their pension 
liabilities are 100 percent funded, as required by the 
Pension Protection Act of 2006. The PBGC can further 
discourage buybacks by corporations with unfunded 
pension liabilities by charging a higher variable rate 
to single-employee plans and a higher fixed rate to 
multiemployer plans. Furthermore, companies with 
unfunded pension liabilities that conduct repurchases 
should not be granted “hardship waivers” that allow 
struggling companies to forgo late payment penalties.32 
Lastly, financial assistance should not be granted to 
multiemployer plans for companies that are currently 
engaged in buybacks.

Congress should legislate any necessary updates 
to ERISA to allow the PBGC to enforce these new 
requirements. The PBGC might require an updated 
law in order to place a lien on a company for the reason 
of buybacks instead of unpaid pension contributions. 
Additionally, congressional approval is necessary to 
charge multiemployer plans engaged in buybacks a 
higher rate.

The PBGC is particularly well suited to carry out this 
proposed mandate. First, the PBGC itself is mandated 
and empowered to protect defined benefit private 
pensions. Its mission statement says it “protects the 
retirement incomes of more than 41 million American 
workers.”33 Second, the institution has structures 
in place to obtain information from businesses. 
The PBGC actively monitors plans through its early 
warning program. Technical Update 00-3 lists a 
sampling of transactions that concern the PBGC, 
including “payment of extraordinary dividends.”34 
The PBGC is not a passive observer; it has engaged in 
multiple negotiations to protect plan participants and 
demonstrated its ability to collect relevant information 
and enforce the current rules in place.35 Since the PBGC 
already collects and monitors this type of information, 
adding a new rule concerning buybacks would not place 

any extraordinary burden on the institution. 

A common claim of buyback advocates is that the money 
spent on repurchases has no better use; in the case of 
unfunded pension liabilities, it does. Redirecting share 
buybacks and dividends to unfunded pension liabilities 
would comply with the law, which, as mentioned, says 
company plans must target 100 percent funding. As an 
added potential benefit, the increased contributions 
would reduce the chance that the PBGC would incur 
those liabilities in the future, decreasing future deficits. 
The PBGC debt has grown due to the many plans it 
saved during the financial crisis and fallout.36 

The proposal to empower the PBGC with stronger 
enforcement rights is supported by the literature. 
The growing PBGC deficit may be a sign that without 
tougher enforcement, the gap between assets and 
liabilities will only worsen. Economists Xuanjuan Chen, 
Tong Yu, and Ting Zhang find that high-bankruptcy 
risk company pension plans are more likely to engage 
in risky behaviors and underfund pension plans. 
Furthermore, the authors state, “the existing pension 
laws and regulations have failed to provide sufficient 
incentives for sponsors to make larger pension 

contributions and fully fund their pension plans.”37 
Attempting to use indirect strategies, such as shaming, 
to increase funding ratios, has not worked. Researchers 
Norman Godwin and Kimberly Key find that being 
listed on the PBGC’s “Top 50 underfunded pension 
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plans” actually increases a business’s stock value 
because investors believe the company will be able to 
transfer its pension liabilities to the PBGC.38 Several 
studies critique the PBGC’s flat-rate premium policy, 
with some calling for a risk-based premium.39 Placing 
liens, raising premiums, and restricting financial 
assistance may be necessary to force companies to 
redirect buyback payouts to pension liabilities.

Part Two: Empower 
Countervailing Forces
Reversing the short-termist trend will require a holistic, 
multi-dimensional approach. The previous section 
described policies designed to limit short-term behavior 
directly. But direct limits will not be sufficient for the 
problem at hand. This section will propose policies to 
strengthen managers and shareholders who value the 
long-term health of their businesses. Only through 
these countervailing forces can short-termism be kept 
in check.

The forces that push firms toward short-termism will 
persist and find new ways to exert power. The reforms 
outlined here embrace wide-scale, long-term changes 
designed to attract long-term stakeholders, such as 
granting workers power on boards. They also include 
practical, simple policy changes for regulators. 

5. IMPLEMENT A PROXY 
ACCESS RULE

Toward this end, the SEC should mandate a proxy 
access rule that requires lower ownership and longer 
holding time requirements. These stipulations will 
specifically target long-term institutional investors.

Shareholders who own shares for short periods of time 
are incentivized to advocate for short-term gains. Other 
investors, like pension funds, hold shares for a longer 
period of time. These investors are incentivized to value 
the long-term growth and performance of a company. 
Thus, long-term shareholders have a reason to resist 
decisions made to produce immediate returns at the 
expense of future returns. Several institutions recognize 
the benefits of empowering long-term investors and 
support their desire for greater participation in board 
nominations. Research suggests that enabling long-
term shareholders to advocate for their long-term 
interest has benefits for companies and society. 

One way to empower long-term shareholders is to 
increase their influence over boards. Corporate boards 
are responsible for supervising executives and making 
important company decisions. Board members are 
usually nominated by an independent committee 
and placed on a company ballot for shareholder vote. 
Shareholders who wish to run their own nominees for 
election must use their own resources to send out a 
separate ballot, which is usually very costly.

Seeing this cost as a barrier to shareholder 
participation, investors have lobbied for a widespread 
process called proxy access, which allows shareholders 
to place their candidates on the company’s ballot. 
Currently, individual companies can pass resolutions 
for proxy access; however, it is not guaranteed by any 
regulation. The Dodd-Frank Act affirmed that the SEC 
has the authority to develop a proxy access rule, an in 
2010, the SEC passed Rule 14a-11, which stated that if 
a shareholder held at least 3 percent of a company’s 
shares for at least three years, that shareholder could 
nominate either 25 percent of a board or one member, 
whichever is greater.40 This rule was struck down by the 
D.C. Circuit Court of Appeals, largely due to lobbyists 
claiming that the economic impact of the rule was not 
fully considered.

The SEC should appeal this ruling. Vested with 
authority from Dodd-Frank, the SEC is within 
its jurisdiction to mandate a proxy access rule. 
Additionally, the SEC should reduce the rule’s 
ownership requirement and lengthen the holding time 
requirement to target long-term institutional investors 
specifically. Proxy access has a range of supporters 
including the Council of Institutional Investors and 
proxy advisory firms like Institutional Shareholder 
Services, Inc. These institutions have helped pass 
dozens of proxy access resolutions at the individual 
company level. They should assist the SEC in appealing 
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the D.C. Circuit Court’s decision. 

The movement to increase long-term shareholder 
power, both broadly and specifically in the context of 
proxy access, is supported by academic research. For 
example, long-term shareholders theoretically have 
an incentive to monitor the decisions of management, 
and in particular to challenge managerial decisions 
that forgo future gains for immediate returns. To 
investigate this hypothesis, one study examined 
seasoned equity announcements.41 The results indicate 
that short-term shareholder presence decreases returns 
after a seasoned equity announcement and shorter 
institutional investment horizons are related to poorer 
post-issue performance. These findings lend support to 
the claim that long-term shareholders are more likely 
to act as monitors and hold managers accountable.42 
Another article inspected shareholder proposals that 
were authored by pension funds. The authors conclude 
that pension funds are more successful at monitoring 
management than previously acknowledged.43

Researchers have also analyzed the potential impacts of 
the 2010 SEC ruling. A Harvard Business School study 
found that the claims made by the lobbyist Business 
Roundtable failed to stand up to empirical testing. 
The firms that would have been affected by the SEC’s 
ruling—those with a high concentration of shareholders 
holding shares for three years or more—lost value.44

6. ALLOW ALTERNATIVE SHARE 
APPROACHES

Firms need the ability to innovate new approaches to 
shares. Loyalty shares would link more votes to longer-
held shares. Dual-class shares empower long-term 
management by granting them more votes per share. 
Listing requirements on stock exchanges should be 
changed to allow more innovative experimentation with 
these and other approaches.

There are typically numerous shareholders of a publicly 
traded company, each with different values and agendas. 
Short-term investors seeking immediate returns from 
companies are not the same as long-term shareholders 
seeking stable returns in the future, or managers 
who can have an incentive to plan for the long-term. 
Research shows that efforts to expand alternative, 
innovative ways of structuring shares can help orient 
a firm toward long-term value. Though this does not 
require legislative effort, it does show that market-

based alternatives are capable of changing the dynamics 
we have described. Small efforts from regulators and 
institutions can bolster this.

Linking more votes to longer-held shares is one way 
to incorporate time horizons into voting rights Both 
business leaders and scholars have proposed rewarding 
long-term shareholders with a financial innovation 
called loyalty shares.45 This is based on the idea that 
long-term shareholders’ voting power should reflect 
their extended stake in the companies in which they 
invest. Investors with extended time horizons depend 
not just on immediate gains but also on the future 
success of a company, forcing them to value decisions 
that consider the long run.

Currently, there are no state laws that prohibit 
companies from granting a certain class of shares more 
voting power.46 For example, a board of directors could 
approve any shares held for five years to have five times 
the voting power. In Europe, the one share, one vote 
standard is more the exception than the norm. France’s 
Florange Act stipulates that unless shareholders 
successfully vote against it, any shares held for two 
years will receive twice the voting rights.47 In the U.S., 
some companies issue dual-class shares where one class 
of shares use the standard one vote, one share model 
and another class of shares carry as much as 10 votes per 
share. However, exchange listing standards only allow 
private companies with dual-class shares to maintain 
them if they go public.48

The stock exchanges should adjust their listing 
requirements to allow shares with time-phased voting.49 
Then, under the Model Business Corporation Act, 
boards could approve the different classes of shares 
on a company-by-company basis.50 These decisions 
would most likely be protected under the business 
judgment rule, which we will discuss further in the 
next section. To implement a more direct, less flexible 
model of loyalty shares, Congress could pass legislation 
modeled on the aforementioned Florange Act. These 
policy proposals are necessary to empower long-term 
shareholders.

Giving long-held shares more votes is a way to reconcile 
the view of shareholders as monitors of management 
with the view of shareholders as a source of short-
termism. In almost all EU countries where multi-voting 
shares are available, they are used.51 In addition to 
France, Italy recently relaxed its legal restrictions on 
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time-based voting shares.52

Another potential innovation is the increased use of 
dual-class shares. Similar to loyalty shares, a dual-class 
share system empowers long-term management by 
granting them more votes per share. Research suggests 
expanding access to dual shares would decrease short-
term shareholders’ ability to influence company 
decisions and could improve company performance.

Both Google and Berkshire Hathaway issue dual-class 
shares and have incredible track records in terms of 
returns. Their founders also explicitly acknowledge 
short-termism as a real problem and state that they 
will sacrifice short-term results if doing so is in the best 
interest of shareholders in the long run.53 The president 
of Grocery retailer Market Basket has maintained a 
generous profit sharing program for employees and 
in the event of his ousting, employees walked out in 
protest. The story of Market Basket demonstrates 
managers with the managerialist era perspective still 
exist and make decisions that benefit all stakeholders, 
not just those seeking short-term gains.54

There is already a structure in place designed to give 
managers increased voting power. A dual-class share 
system usually involves two or more classes of stock, 
each with different votes attached to it. Google, for 
example, has Class A stock, which is offered to the public 
and has one vote per share, Class B stock, which is not 
publicly traded and has 10 votes per share, and Class C 
stock, which has no voting rights and is also available to 
the public.

The exchange listing requirements prohibit dual shares 
except for companies that had existing dual-class 
structure before their IPO. Pre-IPO, founders, family 
owners, and top executives are usually the ones who 
have access to the higher voting class of stock. Thus 
Google founders and executives are able to maintain 
control over the company with a relatively small 
amount of equity. The percentage of listed shares that 
are dual-class grew from 8 percent in 2009 to 12 percent 
in 2012.55

Listing standards have not always prohibited dual-class 
shares. Dual-class recapitalizations have been banned 
and unbanned several times since being introduced. 
In the past, dual-class shares were used as a method 
of resisting short-term shareholders, particularly 
in blocking hostile takeover attempts. The relative 
increased voting power of the manager’s class of shares 

prevented bidders from acquiring a controlling stake in 
the company. Thus leveraging dual-class shares to resist 
short-sighted shareholders has historical precedent. 

One study examining the impact of dual-class shares 
analyzed 178 firms during a time period when firms 
in the U.S. could switch from one vote, one share to a 
dual-class share system. It found evidence that dual-
class share structures were value-increasing.56 Another 
study explored how time-phased voting, attaching more 
rights to longer-held shares, adds value to a company. 
This theory is supported by empirical evidence that 
shows that firms with time-phased voting significantly 
outperformed the market.57

 7. AFFIRM BOARD POWER

The relevant governing bodies, particularly the 
SEC, should reaffirm the business judgment rule, 
which empowers boards with the benefit of doubt 
concerning their decisions. They should also clarify 
that shareholders are not owners or residual claimants. 
Additionally, management and regulators should 
continue to allow the practice of board staggering. 
Reaffirming these principles would help set the 
standard for the proper relationship between the many 
key stakeholders in a firm.

Though the problem of short-termism is complex, 
simple solutions should not be overlooked. One easily 
available solution is for regulators to reaffirm basic 
elements of corporate governance publicly. The first 
is the business judgment rule, which empowers board 
decisions. The second is that shareholders are not 
owners of a firm. The third is staggered boards, which 
protect board members from being replaced at once. 
These actions can have subtle affects on many different 
stakeholders in the firm. The SEC in particular guides 
and oversees the nature of firms, but other regulators 
should follow suit in affirming these standards.

The first step is reaffirming the business judgment rule, 
which protects directors from personal civil liability for 
the decisions they make on behalf of a corporation.58 
Some may hesitate to give managers more power and 
protection, but there are two reasons to consider this 
approach. First, this action should be carried out in 
tandem with the other policy proposals in the agenda. 
The most effective way to address short-termism 
is holistically, seeking to end short-termist trends 
but also empower good management. Second, the 
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business judgment rule is powerful but not invincible. 
If management fails to demonstrate to a judge that it 
utilized all available information in its decision-making, 
it will be overruled in shareholders’ favor.59

The second step is for agencies and law associations to 
state publicly that shareholders are not the owners or 
residual claimants of the firm. The claim that they are 
is often repeated but incorrect.60 Corporations are a 
nexus of contracts and obligations, and shareholders 
are just one of many agents who have claims on a firm. 
Shareholders own stock but do not have traditional 
ownership rights to a firm because they cannot “freely 
access the company’s place of business, exclude others, 
or decide what happens on a day-to-day basis.” 61 Law 
Professor Stephen Bainbridge uses the case of W. Clay 
Jackson Enterprises, Inc. v. Greyhound Leasing and 
Financial Corp to illustrate the fact shareholders are 
not owners. In this case, it was stated, “even a sole 
shareholder has no independent right which is violated 
by trespass upon or conversion of the corporation’s 
property.”62 In other words, shareholders do not have 
the right of use or possession of corporate property. 

A number of lawyers believe the law states clearly that 
shareholders are not owners. Loizos Heracleous and 
Luh Luh Lan conducted a review of the legal theory 
and precedent literature spanning a hundred years 
and conclude, “It turns out that the law provides 
a surprisingly clear answer: Shareholders do not 
own the corporation, which is an autonomous legal 
person.”63 Virgile Chassagnon and Xavier Hollandts 
conduct their own review of the corporate ownership 
debate and conclude similarly that shareholders are 
not owners of a corporation. They state that a firm is an 
independent entity that cannot be owned by any group, 
including shareholders.64

The third step is for agencies and business leaders to 
reconsider the benefits of staggered boards. Staggered 
board elections prevent shareholders from ousting 
an entire board in any given year. As such, they are an 
effective defense against shareholder intervention and 
hostile takeovers.65 However, they can be too effective 
at times, blocking out all shareholders including long-
term shareholders who are attempting to change bad 
management. In an ideal world, staggering would 
protect boards that make decisions for the long-term 
health of a company and not for short-term gain. 
That said, board staggering may be more effective 

in combination with the other policies proposed. 
For example, board staggering would insulate 
management from all shareholder threats, but long-
term shareholders would have room to punish bad 
management through increased voting power in their 
loyalty shares. Recent research looking at the time-
series of firms with changes to their staggered board 
status finds an increase in value. The research concludes 
that “adopting a staggered board has a stronger positive 
association with firm value for firms where such longer-
term commitment seems more relevant, i.e., firms with 
more R&D, more intangible assets, more innovative and 
larger and thus likely more complex firms.”66

Emphasizing these elements of corporate governance 
publicly would have several positive effects. First, it 
would clarify corporate governance for the regulatory 
agencies themselves. These agencies are increasingly 
staffed with people trained in the idea that shareholders 
own the firm, a fallacious way of understanding the 
nature of a firm. Second, business leaders could no 
longer claim that they are engaging in short-termism to 
satisfy shareholder demands. Similarly, managers who 
have the long-term health of their company in mind 
would potentially feel more secure, in a legal sense, 
in standing against short-term shareholders. It could 
also help guide rule-writing. The recent disclosures 
rules from the SEC are an example of this.67 These 
rules put significant focus on total shareholder return 
as the core guiding principle of how CEO pay should 
be determined, but there is no enforceable duty to 
maximize shareholder value, especially in the short run.

Though simple and straightforward, public 
commitments can bring about significant changes. 
Recent history shows that the norms and practices 
projected by administrative agencies have serious 
influence over all manner of legal norms.68 

8. ESTABLISH WORKER 
REPRESENTATION

“Co-determination,” or involving workers in company 
decision-making, has the potential to greatly increase 
the productivity and representation of the labor force 
by adding necessary long-term stakeholders. Congress 
should investigate adopting the German model, with the 
long-term goal of mandating employee representation 
on company boards to supplement more traditional 
forms of labor organizing.
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In the U.S., labor unions have been the dominant form 
of worker representation. However, in most European 
nations, other vehicles for employee participation 
supplement labor unions. Germany, for example, has a 
long history of involving workers in company decision-
making, a model they call Mitbestimmung or “co-
determination.” In this model, workers are represented 
at the establishment level through works councils and at 
the company level through board representation.69

German co-determination is rooted in collaboration 
and trust between employers and employees. It is also 
based on a solid legal foundation. The U.S. Congress 
can pass laws to give American workers a similar legal 
right to representation. It should take the German 
Works Constitution Act (1972) as a model and mandate 
works councils for companies with more than five 
employees. Work councils are worker-elected bodies 
that represent employee interests and communicate 
directly with the employer. The councils have a number 
of legal rights, including the right to information, 
inspection, supervision, and consultation. They may 
request employee compensation information, negotiate 
working time, address any violation of safety laws, and 
challenge employee dismissals. 

Congress should investigate mandating employee 
representation on company boards. Employee 
board representatives could be elected directly by 
the workers or through potential works councils.70 
German corporations have a two-tiered corporate 
governance system in which the management board 
makes decisions for the company while the supervisory 
board supervises management and approves its actions. 
If a corporation employs more than 2,000 workers, it 
must allow its employees to elect half of its supervisory 
board.71 Employee-elected board members can be 
employees, union members, or community leaders. 
European countries that operate under the U.S.-style 
one-tier board structure also legally provide employee 
board representation.72 

Works councils and board-level employee 
representation in the U.S. are marginal to say the 
least. The absence of works councils is in part due 
to the National Labor Relations Act (NLRA) section 
8(a)(2), which explicitly forbids company unions.73 
U.S. corporations have elected union leaders as labor 
representatives on their boards in the past, but such 
appointments are rare. Furthermore, because labor is 
usually allocated only one or two seats, their impact is 

limited.74 Clearly, the U.S. does not operate under 
a model of co-determination. Therefore, to assess 
its impact, we should consult studies regarding U.S. 
worker participation and studies on European co-
determination.

The benefits of worker representation at the board-level 
are well documented in the literature. The Institute 
for the Study of Labor conducted an econometric study 
to examine the effects of German co-determination 
and, using data on corporations before and after they 
included worker representation on their boards, 
found positive productivity effects associated with 
co-determination.75 Another study utilizing Swedish 
industry data finds that employee representation on 
corporate boards is associated with less turnover for 
both workers and CEOs.76 Furthermore, Swedish survey 
data demonstrates that most managers who have 
experience with employee representation on boards 
think it is generally positive.77 One benefit managers cite 
is improved communication between employees and 
management regarding decision-making. Another study 
using interview data from union representatives across 
13 different European countries provides evidence for 
the claim that board representation improves workers’ 
status.78

Opponents of worker representation may argue that 
workers don’t want to participate or that any type of 
representation would harm the company. It is clear 
that both claims are false. In one of the most expansive 
worker surveys in the U.S., Rogers and Freeman find 
that nearly 90 percent of workers want representative 
bodies.79 An econometric IZA study shows that board 
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representation in Germany does not slow down 
innovation and competitiveness.80 Another uses 
German panel data to investigate whether or not works 
councils adversely affect investment and finds that 
the creation of a works council has no negative effects 
on investment.81 Finally, two separate econometric 
studies show that stockholders are not harmed by the 
introduction of worker representation, whether in the 
form of a works council or employee representation on 
the board.82

The evidence supports the claim that co-determination 
yields benefits for workers, managers, and the 
sustainability of corporations. By giving workers a legal 
right to representation, Congress could bring these 
benefits to American employees and companies.

Part Three: A New Role 
for Government
Several solutions to short-termism point to a role 
for the state. If the corporate sector is less willing to 
invest for long-term prosperity, then the government 
is more than capable of filling that role. Taxes and 
full employment are two obvious and necessary 
ways of checking short-termism in the economy, 
and if companies are less interested in investment, 
the government needs to fill in that gap, whether by 
providing high-speed cable or funding basic research.

9. USE TAXES AND THE RULES 
OF THE ECONOMY TO BENEFIT 
LONG-TERM GROWTH

Government policy, which sets the rules of the economy, 
is a major determinant of how fast the economy grows 
and who benefits from it. By pursuing full employment 
and equalizing the taxation of capital, the government 
can empower workers and check short-termism.

A number of more general economic reforms could 
restructure incentives and reallocate power and 
influence to combat short-term culture and some of its 
worst consequences: Higher taxes on capital gains and 
a tax on financial transactions could discourage short-
term trading by making it less profitable for individuals 
and corporations; better labor protections would bolster 
the political strength of organized workers, enabling 
them to act as a countervailing force; and finally, 

expansionary monetary policy could tighten labor 
markets, ensuring that workers benefit more directly 
from economic growth and leaving corporate managers 
less room to extract rents. 

By decreasing tax obligations on investment income, 
low capital gains tax rates and other tax breaks for 
investors encourage short-termism and act as tax 
breaks for the wealthy investor class. The preferential 
rate on long-term capital gains, for example, was worth 
$161 billion in 2013, according to the CBO.83 More than 
70 percent of the benefit of this low rate goes to the top 
1 percent of households. While a tax incentive for long-
term investors could be a good idea, current law defines 
a long-term investment as one held for only a year or 
longer. This is a historically low threshold that does 
nothing to increase the average holding period of an 
investment.84 

Lawmakers could disincentivize quarterly capitalism 
while combating inequality by raising capital gains 
rates, closing investor loopholes, and instating a tax on 
financial transactions. Similarly, a small tax on every 
financial trade would cut the profit margins for high-
frequency traders and other investors who make their 
money on a high volume of short-term trades.85 

Recent research has found that the tax cuts for 
dividends in 2003, though very large in absolute and 
relative terms did nothing to boost investment.86 
However, the tax cuts did have a significant impact on 
dividend policy and buybacks, increasing both relative 
to earlier time periods. This suggests that capital 
tax policy is not a relevant or binding constraint on 
investment decisions, and that policies of the kind 
we are proposing can curb short-termism without 
negatively impacting investment decisions. In addition, 
all of these policies would carry the added benefit of 
generating revenue for useful public spending and 
would counteract the cultural belief in Wall Street as a 
generator of instant profits.

Labor policy is another area where reform could help 
to fight short-termism. Three decades of eroding labor 
protections and a hostile political climate have hurt 
wage growth, weakened labor unions, and tipped the 
political balance of power away from workers and 
toward capital.87 Bolstering labor rights and organizing 
power would help boost wages and working conditions 
and would provide natural opposition to policies 
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that protect short-term interests at the expense of 
sustainable growth and the welfare of America’s 
workers. In order to exert such a countervailing force, 
however, workers must have the legal right and practical 
ability to organize effectively. This is not the case 
for millions of Americans employed as independent 
contractors in the gig economy, those working in the 
growing and unprotected care economy, and others who 
are legally prevented or obstructed from unionizing. 

In addition to helping to raise wages and return 
more economic benefits to workers, lower barriers 
to unionization and expanded protection under the 
NLRA would boost labor’s influence. Allowing for 
more flexibility in defining a bargaining unit so that 
more workers can bargain directly with the firms that 
control their working conditions is an important step, 
as is stricter and more expeditious punishments for 
NLRA violators. Other reforms, which could streamline 
the union election process or allow workers to take 
secondary action, could also improve the political 
strength of organized workers. The recent NLRB 
decision in Browning-Ferris is potentially positive news 
for millions of franchise employees, but it is also just 
one small piece of a broader pro-worker agenda that will 
restore a reasonable balance of power between workers, 
managers, and corporate interests.88 Directly raising 
wages by increasing the minimum wage would also 
direct corporate resources toward workers.

Full employment is another area in which reforms could 
be made to simultaneously benefit workers and combat 
short-termism. In particular, the Federal Reserve has 
focused its policies overwhelmingly on controlling 
inflation and has ignored its other legal mandate, the 
pursuit of full employment, in the process. Concerns 
over inflation and the possibility that unemployment 
could go too low have dominated Fed policy, leading to 

several recent business cycles in which interest rates 
were raised—and recovery stifled—before the benefits of 
economic growth had time to reach workers in the form 
of more jobs and high wages.89 Furthermore, the trade-
off of more unemployment for greater price control 
appears increasingly disadvantageous as economists 
come to a fuller understanding of the severity of the 
negative impacts of long-term unemployment.90 The 
Federal Reserve must streamline alternative monetary 
policy actions, including directly setting long-term rates 
and announcing a higher inflation target.

Generally speaking, policies that are good for workers 
are good for the economy, and full employment 
monetary policy is no exception. In addition to 
directing more economic benefits to workers, tighter 
labor markets would decrease the latitude available 
to corporate managers seeking to extract rents for 
themselves and their shareholders by forcing those 
managers to compete in a more neutral market.

10. EXPAND GOVERNMENT 
INVESTMENT

If corporations will no longer invest for their own 
benefit and the benefit of society in general, then the 
federal government must step in as it did during the 
New Deal to ensure that Americans have access to 
quality transportation, basic research, high-speed 
Internet, green technology, etc., to ensure the country’s 
long-term sustainability. There are myriad potential 
public infrastructure projects like these that, in addition 
to creating jobs and boosting demand in the short run, 
would prove a boon to long-term growth, innovation, 
entrepreneurship, and general well-being.

As corporations scale back investment in favor of 
payouts to shareholders, and the U.S. falls behind other 
nations in research and development spending, the 
government should step in with public funding to spur 
innovation and growth.91 Contrary to arguments by 
some government spending critics, evidence and theory 
point to the enormous benefits and necessity of public 
investment in research and development. The satellite 
and the Internet, for example, which are both the result 
of public R&D investment, each gave birth to entirely 
new industries and avenues of further innovation 
whose social benefits are still being discovered today.92 
While few investments will pay the long-term dividends 
that these did, there are a wealth of projects that the 

Labor policy is another area where reform 

could help to fight short-termism. Three 

decades of eroding labor protections and 

a hostile political climate have hurt wage 

growth, weakened labor unions, and tipped the 

political balance of power away from workers 

and toward capital.8
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federal government can pursue to address contemporary 
challenges like climate change, disease, and the need for 
improved connectivity.

Wireless connectivity is fast becoming an economic 
necessity and will soon be an absolute prerequisite to 
economic participation in the United States. Although 
private carriers historically have led the charge to 
improve service, so far U.S. corporations are largely 
abstaining from investment in the development of 5G 
mobile technology. Recently, the European Union, UK, 
and South Korean governments have all announced 
large public–private ventures in 5G research and 
development.93 The U.S. government should follow suit, 
as public investments in the development of 5G mobile 
technology would help keep America competitive in an 
increasingly digital global economy and could help make 
investment in this area more enticing to private firms. 

Medicine is another area in which private investment 
has declined and government spending could spur 
corporations to action and improve outcomes. U.S. 
spending on biotechnology, pharmaceuticals, medical 
devices, and health services is losing ground relative 
to both other countries and its own recent past.94 
Determining which specific projects warrant increased 
funding and which do not is beyond the scope of this 
paper, but scientists at the National Institute for 
Health are certainly not short of ideas about how the 
government could improve medical care as well as the 
lifespan and quality of life for millions of Americans and 
billions around the world. In addition to the human cost, 
illness and disease carry well-documented economic 
costs, so improvements in the medical field should be a 
high priority of any investment agenda.95 

In 2009, President Obama’s American Recovery and 
Reinvestment Act made the U.S. government the largest 
public funder of green technology in the world. Some 
decried this move as a public handout to private industry, 
and while there is some truth to that argument—
eventually, private renewable energy enterprises must be 
left to sink or swim on their own—the majority of these 
technologies have not yet reached the stage of economic 
viability.96 Given the economic threats of climate change 
and the long-term economic and environmental benefits 
of such investment, it is clear that a number of research 
areas could and should benefit from continued and 
expanded government support.97 The Department of 

Energy’s Advanced Technology Vehicles loan program, 
which supports the development and expansion of fuel-
efficient vehicle manufacturing sites, has made enormous 
progress toward reducing U.S vehicle emissions. Other 
government-supported projects, like Tesla Motors’ 
groundbreaking electric vehicles, have helped open 
and expand markets for high efficiency vehicles that 
otherwise might flounder.98 Other areas of green tech, 
like research into algae-based biofuels, could create new, 
profitable business for the agriculture industry, replace 
wasteful corn subsidies, and spawn cleaner-burning 
energy sources.99 

These are just three large, general areas in which 
public investment could help stimulate private R&D 
spending in order to boost growth and innovation. 
Other significant examples, like continued research into 
sub-atomic particles and gene splicing, seem poised to 
offer enormous human and economic benefits further 
down the line as related technologies and scientific 
understanding are applied to new, as-yet undiscovered 
fields.

Conclusion
As long as corporations conceived of simply as machines 
for increasing share value, they will be unable to fully 
utilize their collective productive capacities or develop 
those capacities into the future. The goal of this paper is 
to combat this growing trend.

It is important to emphasize that these policies represent 
a plurality of approaches. Rather than just tackling the 
obvious problems, we look to build countervailing power 
among long-term shareholders and other stakeholders. 
Instead of focusing on legislation exclusively, we have 
also considered how simple choices by regulators and 
exchanges can make large differences. All of these 
solutions together will be necessary to counteract short-
termism—a trend that shows no sign of abating on its 
own in the wake of the Great Recession. 



21R O O S E V E LT I N S T I T U T E . O R G

Endnotes
1  	 Sorkin, Andrew Ross. 2015. “BlackRock’s Chief, Laurence Fink, Urges Other C.E.O.s to Stop Being So Nice to Investors,” New York Times, April 13. 

Retrieved October 20, 2015 (http://www.nytimes.com/2015/04/14/business/dealbook/blackrocks-chief-laurence-fink-urges-other-ceos-to-stop-being-so-
nice-to-investors.html?_r=0).

	 Baldwin, Tammy. 2015. Letter to Mary Jo White, Chair of the SEC. U.S. Senate. Retrieved October 20, 2015 (http://www.baldwin.senate.gov/
download/?id=2c78cb92-3afd-453c-bae3-44a875ac11ab&download=1).

	 Martin, Roger. 2015. “Yes, Short-Termism Really Is a Problem.” Harvard Business Review. Retrieved October 20, 2015 (https://hbr.org/2015/10/yes-short-
termism-really-is-a-problem).

	 Haberman, Maggie. 2015. “Hillary Clinton Eyes Corporations in Proposals for Economy,” New York Times, July 24. Retrieved October 17, 2015 (http://
www.nytimes.com/2015/07/25/us/politics/hillary-clinton-offers-plans-for-changes-on-wall-street.html).

	 Galston, William A and Elaine C. Kamarck. “Against Short-Termism.” Democracy Journal 38, Fall 2015. Retrieved October 20, 2015 (http://www.
democracyjournal.org/38/against-short-termism.php?page=all).

2  	 Jarsulic, Marc, Brendan Duke, and Michael Madowitz. 2015. “Long-Termism or Lemons.” Washington, DC: Center for American Progress. Retrieved 
October 20, 2015 (https://www.americanprogress.org/issues/economy/report/2015/10/21/123717/long-termism-or-lemons/).

	 Galston, William A and Elaine C. Kamarck. 2015. “More builders and fewer traders: a growth strategy for the American economy.” Washington, DC: The 
Brookings Institution. Retrieved October 20, 2015 (http://www.brookings.edu/~/media/research/files/papers/2015/06/30-american-economy-growth-
strategy-galston-kamarck/cepmglastonkarmarck4.pdf).

3  	 There is an extensive literature on the rise and decline of managerialism over the 20th century. For a good introduction, see chapter 3 of Gerald Davis, 
Managed by the Market and Part two of the Roosevelt Institute’s Financialization Definitions Report.

4  	 Lazonick, William. 2014. “Profits Without Prosperity.” Harvard Business Review, September 2014. Retrieved September 25, 2015 (https://hbr.org/
resources/pdfs/comm/fmglobal/profits_without_prosperity.pdf).

5  	 Bloomberg News. “S&P 500 Spending on Buybacks, Dividends Exceeds Operation Profit,” Bloomberg News, June 26. Retrieved September 25, 2015 
(http://www.bloomberg.com/news/articles/2015-06-26/s-p-500-spending-on-buybacks-dividends-exceeds-operating-profit).

6  	 Galston, William A. and Elaine C. Kamarck. 2015. “More builders and fewer traders: a growth strategy for the American economy.” Washington, DC: 
Brookings Institution. Retrieved August 8, 2015 (http://www.brookings.edu/~/media/research/files/papers/2015/06/30-american-economy-growth-
strategy-galston-kamarck/cepmglastonkarmarck4.pdf).

7  	 Lazonick, William. 2015. “Stock buybacks: From retain-and-reinvest to downsize-and-distribute.” Washington, DC: Brookings Institution. Retrieved August 
8, 2015 (http://www.brookings.edu/~/media/research/files/papers/2015/04/17-stock-buybacks-lazonick/lazonick.pdf).

8  	 Mason, J.W. 2015. “Disgorge the Cash: The Disconnect Between Corporate Borrowing and Investment.” New York, NY: The Roosevelt Institute. Retrieved 
May 8, 2015 (http://rooseveltinstitute.org/sites/all/files/Mason_Disgorge_the_Cash.pdf).

9  	 Bhargava, Alok. 2013. “Executive compensation, share repurchases and investment expenditures: econometric evidence from US firms.” Review of 
Quantitative Finance and Accounting 40(3):403-422.

10 	 Almeida, Heitor, Vyacheslav Fos, and Mathias Kronlund. 2014. “The Real Effects of Share Repurchases.” University of Illinois at Urbana-Champaign. 
Retrieved September 1, 2015 (https://www.business.illinois.edu/halmeida/repo.pdf).

11 	 Frydman, Carola and Raven E. Saks. 2010. “Executive Compensation: A New View from a Long-Term Perspective, 1936-2005.” The Review of Financial 
Studies 23(5):2099-2138. 

12 	 Anderson, Sarah, Sam Pizzigati and Marjorie E. Wood. 2014. “Obamacare Prescription for Bloated CEO Pay.” Washington, DC: Institute for Policy Studies. 
Retrieved September 15, 2015 (http://www.ips-dc.org/wp-content/uploads/2014/08/EE14_Final1.pdf).

13 	 Holmberg, Sue and Michael Umbrecht. 2014. “Understanding the CEO Pay Debate.” New York, NY: The Roosevelt Institute. Retrieved August 18, 2015 
(http://rooseveltinstitute.org/sites/all/files/Susan_Holmberg_Michael_Umbrecht_Understanding_the_CEO_Pay_Debate_Web.pdf).

14 	 SEC. 2015. SEC Proposes Rules to Require Companies to Disclose the Relationship Between Executive Pay and a Company’s Financial Performance 
(SEC Press Release 2015-78). Washington, DC: Securities and Exchange Commission. Retrieved October 20, 2015 (http://www.sec.gov/news/
pressrelease/2015-78.html).

15 	 Hiltzik, Michael. 2015. “The right way to measure CEO pay has nothing to do with ‘shareholder value’,” Los Anegeles Times, May 4. Retrieved October 
20, 2015 (http://www.latimes.com/business/hiltzik/la-fi-mh-the-right-way-to-measure-ceo-pay-20150501-column.html#page=1).

16 	 Bloxham, Eleanor. 2015. “The SEC Keeps Screwing Up,” Fortune, May 28. Retrieved October 20, 2015 (http://fortune.com/2015/05/28/sec-keeps-
screwing-up/).

17 	 Van Clieaf, Mark, Stephen O’Byrne, and Karel Leeflang. 2015. “The Alignment Gap between Creating Value, Performance Measurement, and Long-
Term Incentive Design.” New York, NY: Investor Responsibility Research Center. Retrieved October 20, 2015 (http://irrcinstitute.org/wp-content/
uploads/2015/09/alignment-gap-study1.pdf).

18 	 Bebchuk, Lucian and Jesse M. Fried. 2005. “Pay Without Performance: Overview of the Issues.” (Harvard Law School John M. Olin Center for Law, 
Economics and Business Discussion Paper Series. Paper 528). Retrieved October 20, 2015 (http://lsr.nellco.org/harvard_olin/528).

19 	 Stout, Lynn A. 2014. “Killing Conscience: The Unintended Behavioral Consequences of ‘Pay For Performance’”. (Forthcoming) Journal of Corporation 
Law 39(1). Retrieved October 20, 2015 (http://ssrn.com/abstract=2407096).

20 	 Davis, Steven J, John C. Haltiwanger, Ron S. Jarmin, Josh Lerner and Javier Miranda. 2011. “Private Equity and Employment.” (NBER Working Paper No. 
17399). Retrieved September 1, 2015 (http://www.nber.org/papers/w17399).

21 	 Appelbaum, Eileen and Rosemary Batt. 2014. Private Equity at Work: When Wall Street Manages Main Street. New York: Russell Sage Foundation.
22 	 Ibid. Appelbaum and Batt
23 	 Kaplan, Steve N. and Per Stromburg. 2009. “Leveraged Buyouts and Private Equity.” Journal of Economic Perspectives 23(1):121-46
24 	 Op. Cit. Appelbaum and Batt
25 	 Alden, William. 2015. “After Inspecting Private Equity Funds, SEC Examiners to Broaden Focus.” January 22, 2015. New York Times Dealbook. Retrieved 

January 22, 2015 (http://dealbook.nytimes.com/2015/01/22/after-inspecting-private-equity-funds-s-e-c-examiners-to-broaden-focus/). Bowden, Andrew J. 
2014. “Spreading Sunshine in Private Equity.” Speech delivered May 6, 2014 at the Private Equity International, Private Fund Compliance Forum 2014 in 
New York, NY. Retrieved September 19, 2015 (http://www.sec.gov/news/speech/2014--spch05062014ab.html).

26 	 Giroud, Xavier and Holger M. Mueller. 2015. “Firm Leverage and Unemployment during the Great Recession.” Massachusetts Institute of Technology. 
Retrieved September 23, 2015 (http://www.mit.edu/~xgiroud/GR.pdf)

27 	 Stromburg, Per. 2007. “The New Demography of Private Equity.” Swedish Institute for Financial Research. Retrieved September 25, 2015 (http://www.sifr.
org/PDFs/stromberg(demography2008).pdf?q=predicting-ipo-failures-in-the-old-and-new-economies).

28 	 Smith, Peter. 2006. “S&P Says Rise in Leveraged Recaps Could Increase Defaults.” Financial Times, August 14. Retrieved September 25, 2015 (http://
www.ft.com/intl/cms/s/0/3680c5e0-2b31-11db-b77c-0000779e2340.html#axzz3n8zzqDhO).

29 	 Phillips, Jeffrey S. and T.J. Hope. “The Comeback of the Dividend Recap.” Stout Risius Ross Global Financial Advisory Services. Retrieved August 28, 
2015 (http://www.srr.com/assets/pdf/comeback-dividend-recap.pdf).



C O P Y R I G H T  2 0 1 5  B Y  T H E  R O O S E V E LT  I N S T I T U T E .   A L L  R I G H T S  R E S E R V E D .

30 	 Koninklijke Ahold N.V. Various Years. “Ahold Annual Reports.” Retrieved October 22, 2015 (https://www.ahold.com/Financial-information/Annual-reports.
htm).

31 	 The Segal Company. 2009. “Spring 2009 Survey of Calendar Year Plans Zone Status and Freeze Elections.” Reprinted in Food Retailing Erratum; 
Understanding Multi-Employer Pensions, Meredith Adler (ed.).

32 	 Pension Benefit Guaranty Corporation. “Late Payment Charges.” Washington, DC: PBGC. Retrieved August 15, 2015 (http://www.pbgc.gov/prac/prem/
late-payment-charges.html).

33 	 Pension Benefit Guaranty Corporation. “Mission Statement.” Washington, DC: PBGC. Retrieved July 28, 2015 (http://www.pbgc.gov/about/who-we-are.
html).

34 	 Pension Benefit Guaranty Corporation. 2000. “Technical Update 00-3: PBGC’s Early Warning Program.” Washington, DC: PBGC. Retrieved July 28, 3015 
(http://www.pbgc.gov/prac/other-guidance/tu/tu00-3.html).

35 	 Pension Benefit Guaranty Corporation. “Early Warning Program Agreements.” Washington, DC: PBGC. Retrieved July 30, 2015 (http://www.pbgc.gov/
about/factsheets/page/early-warning/early-warning-program-agreements.html).

36 	 Elliot, Douglas J. 2009. “A Guide to the Pension Benefit Guaranty Corporation.” Washington, DC: The Brookings Institution. Retrieved August 18, 2015 
(http://www.brookings.edu/~/media/research/files/papers/2009/5/20-pensions-elliott/0520_pensions_elliott.pdf). Gotbaum, Josh. 2013. A Good and 
Compassionate Agency Providing Help in Troubled Times. PBGC Annual Report. Retrieved September 25, 2015 (http://www.pbgc.gov/about/reports/
ar2013.html).

37 	 Chen, Xuanjuan, Tong Yu, and Ting Zhang. 2013. “What Drives Corporate Pension Plan Contributions: Moral Hazard or Tax Benefits?” Financial Analysts 
Journal, 69(4):58-72.

38 	 Godwin, Norman H. and Kimberly G. Key. 1999. “Market Reaction to Firm Inclusion on the Pension Benefit Guaranty Corporation Underfunding List.” 
Journal Of Applied Business Research 15(4):21-31.

39 	 Chen, An and Filip Uzelac. 2014. “A Risk-Based Premium: What Does It Mean for DB Plan Sponsors?” Insurance: Mathematics and Economics 54:1-11.
40 	 Human, Tim. 2015. “Proxy Access: What Happens Next?” IR Magazine, June 9. Retrieved September 8, 2015 (http://www.irmagazine.com/articles/proxy-

voting-annual-meetings/20813/proxy-access-what-happens-next/).
41 	 When a company with outstanding stocks (their stocks are already publically traded) issues new shares
42 	 Hao, Qing. 2014. “Institutional Shareholder Investment Horizons and Seasoned Equity Offerings.” Financial Management 43(1):87-111.
43 	 Del Guercio, Diane and Jennifer Hawkins. 1999. “The Motivation and Impact of Pension Fund Activism.” Journal Of Financial Economics 52(3):293-340.
44 	 Becker, Bo, Daniel Bergstresser, and Guhan Subramanian. 2012. “Does Shareholder Proxy Access Improve Firm Value?” (Harvard Business School 

Finance Working Paper No. 11-052).
45 	 Wong, Simon. 2013. “Rethinking One Share One Vote,” January 29, 2013. Harvard Business Review. Retrieved September 25, 2015 (https://hbr.

org/2013/01/rethinking-one-share-one-vote).
46 	 Op. Cit. Dallas
47 	 Op. Cit. Wong Institutional Shareholder Services. 2015. “Analysis: Differentiated Voting Rights in Europe.” Governance Weekly, Institutional Shareholder 

Services. Retrieved September 1, 2015 (http://www.issgovernance.com/analysis-differentiated-voting-rights-in-europe/).
48 	 Glover, Stephen I, and Aarthy S. Thamodaran. 2013. “Capital Formation: Debating the Pros and Cons of Dual Class Capital Structures.” Insights: The 

Corporate & Securities Law Advisor 27(3).
49 	 Op. Cit. Dallas
50 	 Blair, Margaret. 2015. Email Correspondence. 
51 	 Quimby, P. Alexander. 2013. “Addressing Corporate Short-Termism Through Loyalty Shares.” Florida State University Law Review 40(3):389-413. 

Retrieved September 22, 2015 (http://diginole.lib.fsu.edu/cgi/viewcontent.cgi?article=1011&context=fsulr).
52 	 Ventoruzzo, Marco. 2015. “The Disappearing Taboo of Multiple Voting Shares: Regulatory Responses to the Migration of Chrysler-Fiat.” (Penn State Law 

Research Paper No. 3-2015).
53 	 Crippen, Alex. 2009. “Warren Buffett Joins Call to Target ‘Short-Termism’ in Financial Markets,” CNBC News, September 8. Retrieved October 21, 2015 

(http://www.cnbc.com/id/32745449). Page, Larry and Sergey Brin. 2004. “An Owner’s Manuel for Google Shareholders.” (Google public statement). 
Retrieved September 22, 2015 (https://investor.google.com/corporate/2004/ipo-founders-letter.html).

54 	 Ross, Casey. 2015. “One year after walkout, Market Basket is thriving,” The Boston Globe, June 27. Retrieved July 28, 2015 (https://www.bostonglobe.
com/business/2015/06/27/year-later-market-basket-thriving-after-near-meltdown/EIePjTzCJYhgLWwRpBuoAI/story.html).

55 	 Stout, Lynn A. 2015. “On the Rise of Shareholder Primacy, Signs of Its Fall, and the Return of Managerialism (in the Closet).” Seattle University Law 
Review 36(2):1169. Retrieved August 15, 2015 (http://works.bepress.com/lynn_stout/23/).

56 	 Dimitrov, Valentin and Prem C. Jain. 2006. “Recapitalization of One Class of Common Stock into Dual-class: Growth and Long-run Stock Returns.” 
Journal of Corporate Finance 12(2):342-366.

57 	 Dallas, Lynne and Jordan M. Barry. 2015. “Long-Term Shareholders and Time-Phased Voting.” (San Diego Legal Studies Paper No. 15-194). Retrieved 
September 8, 2015 (http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2625926).

58 	 McMillan, Lori. 2013. “The Business Judgment Rule as an Immunity Doctrine.” William and Marry Law Review 4(2):521-574. 
59 	 Stout, Lynn A. 2001. “In Praise of Procedure: An Economic and Behavioral Defense of Smith V. Van Gorkom and the Business Judgment Rule.” (UCLA 

School of Law Research Paper No. 01-21). Retrieved October 20, 2015 (http://ssrn.com/abstract=290938 or http://dx.doi.org/10.2139/ssrn.290938).
60 	 Stout, Lynn. 2012. The Shareholder Value Myth. San Francisco, California: Berrett-Koehler Publishers, Inc.
61 	 Kent Greenfield is Professor of Law and Law Fund Research Scholar at Boston College Law School http://www.policy-network.net/pno_detail.

aspx?ID=4259&title=Are-shareholders-owners
62 	 Stephen Bainbridge is the William D. Warren Distinguished Professor of Law at the UCLA School of Law in Los Angeles http://www.professorbainbridge.

com/professorbainbridgecom/2011/11/the-fundamental-error-shareholders-ownership.html
63 	 Loizos, Heracleous and Luh Luh Lan. 2010. “The Myth of Shareholder Capitalism.” Harvard Business Review. Retrieved October 20, 2015 (https://hbr.

org/2010/04/the-myth-of-shareholder-capitalism/ar/1).
64 	 Chassagnon, Vrigile and Xavier Holandts. 2014. “Who are the owners of the firm: shareholders, employees or no one?” Journal of Institutional 

Economics 10:47-69.
65 	 Bebchuk, L. A., J. I. Coates, and G. Subramanian. 2013. “The Powerful Antitakeover Force of Staggered Boards: Theory, Evidence, and Policy.” In S. M. 

Davidoff, C. A. Hill (Eds.), Law and Economics of Mergers and Acquisitions 1:726-790.
66 	 Cremers, Martijn, Lubomir P. Litov, and Simone M. Sepe. 2014. “Staggered Boards and Firm Value, Revisited.” Retrieved October 21, 2015 (http://papers.

ssrn.com/sol3/papers.cfm?abstract_id=2364165).
67 	 Securities and Exchange Commission. 2015. SEC Proposes Rules to Require Companies to Disclose the Relationship Between Executive Pay and a 

Company’s Financial Performance. (SEC Press Release 2015-78). Retrieved October 1, 2015 (http://www.sec.gov/news/pressrelease/2015-78.html).
68 	 Metzger, Gillian E. 2013. “Administrative Constitutionalism.” Texas Law Review 91, June 2013. (Columbia Public Law Research Paper No. 13-350). Eskridge, 

William N Jr. and John Ferejohn. 2010. A Republic of Statutes: The New American Constitution. New Have: Yale University Press.
69 	 Page, Rebecca. 2011. “Co-Determination in Germany – A Beginner’s Guide.” (Arbeitspapiere No. 33). Retrieved September 21, 2015 (http://www.boeckler.

de/pdf/p_arbp_033.pdf).



23R O O S E V E LT I N S T I T U T E . O R G

70 	 More details in Page (2011) and Befort (2004)
71 	 Eurofound. 1998. “Board-level employee representation in Europe.” Eurofound. Retrieved September 15, 2015 (http://www.eurofound.europa.eu/printpdf/

observatories/eurwork/comparative-information/board-level-employee-representation-in-europe).
72 	 Op. Cit. Eurofound.
73 	 Op. Cit. Befort Pp. 629
74 	 Appelbaum, Eileen and Larry W. Hunter. 2004. “Union Participation in Strategic Decisions of Corporations.” In Emerging Labor Market Institutions for the 

Twenty-First Century, Richard B. Freeman, Joni Hersch, and Lawrence Mishel (eds). Chicago, Illinois: Chicago University Press. Hunter, Larry W. 1998. 
“Can Strategic Participation be Institutionalized? Union Representation on American Corporate Boards.” Industrial and Labor Relations Review 51(4):557-
578.

75 	 FitzRoy, Felix R., and Kornelius Kraft. 2004. “Co-Determination, Efficiency, and Productivity.” (IZA Discussion Paper No. 1442). Bonn, Germany: Institute for 
the Study of Labor (IZA).

76 	 Berglund, Tom, Martin Holmen, and Rakesh Rana. 2013. “Causes and Consequences of Employee Representation on Corporate Boards.” United 
Kingdom: University of Bath Retrieved September 25, 2015 (http://www.bath.ac.uk/management/news_events/events/corp-cgr-2013/pdf/BerglundTom.
pdf).

77 	 Fulton, Lionel. 2007. “The Forgotten Resource: Corporate Governance and Employee Board-Level Representation. The Situation in France, the 
Netherlands, Sweden and the UK.” Hans-Bockler-Stiftung.

78 	 Gold, Michael. 2011. “’Taken on board’: An Evaluation of the influence of employee board-level representatives on company decision-making across 
Europe.” European Journal of Industrial Relations 17(1):41-56.

79 	 Freeman, Richard B. and Joel Rogers. 2006. What Workers Want. Ithaca: Cornell University Press. Vitols, Sigurt. 2009. “European Works Councils: an 
assessment of their social welfare impact.” (European Trade Union Institute Working Paper 2009.04). Brussels: ETUI aisbl.

80 	 Kraft, Kornelius, Jorg Stank, and Ralf Dewenter. 2009. “Co-determination and Innovation.” (IZA Discussion Paper No. 4487). Bonn, Germany: Institute for 
the Study of Labor (IZA).

81 	 Addison, John T., Paulino Teixeira, and Thomas Zwick. 2010. “German Works Councils and the Anatomy of Wages.” Industrial Relations & Labor 63(2). 
82 	 Op. Cit. Vitols. Baums, Theodor and Bernd Frick. 1996. “Co-determination in Germany: The Impact on the Market Value of the Firm.” Presented at the 

conference on Employees and Corporate Governance, Columbia University Law School. Retrieved September 25, 2015 (http://www.jura.uni-frankfurt.
de/43029479/paper43.pdf).

83 	 Congressional Budget Office. 2011. Trends in the Distribution of Household Income Between 1979 and 2007. Washington, DC: Congressional Budget 
Office. Retrieved May 8, 2015 (https://www.cbo.gov/sites/default/files/10-25-HouseholdIncome_0.pdf). 

84 	 Zweig, Jason. 2015. “Why Hair-Trigger Traders Lose the Race,”The Wall Street Journal, April 10. Retrieved October 2, 2014 (http://blogs.wsj.com/
moneybeat/2015/04/10/why-hair-trigger-stock-traders-lose-the-race/).

85 	 Burman, Leonard. 2015. “The Uneasy Case for a Financial Transaction Tax.” Washginton, DC: Tax Policy Center – TaxVox. Retrieved October 2, 2015 
(http://taxvox.taxpolicycenter.org/2015/06/30/the-uneasy-case-for-a-financial-transaction-tax/).

86 	 Yagan, Danny. 2015. “Capital Reform and the Real Economy: the Effects of the 2003 Dividend Tax Cut.” (NBER Working Paper No. 21003). Retrieved May 
6, 2015 (http://www.nber.org/papers/w21003).

87 	 Kirsch, Richard. 2015. “The Future of Work in America: Policies to Empower American Workers and Secure Prosperity for All.” New York, NY: The 
Roosevelt Institute. Retrieved May 4, 2015 (http://rooseveltinstitute.org/policy-and-ideas/big-ideas/report-future-work-america-policies-empower- 
american-workers-and-secure-p). 

88 	 Quinnell, Kenneth. 2015. “The Browning-Ferris NLRB Explained.” Washington, DC: AFL-CIO Blog. Retrieved September 22, 2015 (http://www.aflcio.org/
Blog/Political-Action-Legislation/The-Browning-Ferris-NLRB-Decision-Explained).

89 	 Baker, Dean and Jared Bernstein. 2013. “Getting Back to Full Employment: A Better Bargain for Working People.” Washington, DC: Center for Economic 
and Policy Research. Retrieved May 4, 2015 (http://www.cepr.net/documents/Getting-Back-to-Full-Employment_20131118.pdf). 

90 	 Nichols, Austin, Josh Mitchell, and Stephan Lindner. 2013. “Consequences Of Long-Term Unemployment.” Washington, DC: The Urban Institute. 
Retrieved October 2, 2015 (http://www.urban.org/research/publication/consequences-long-term-unemployment/view/full_report).

91 	 Markovich, Steven J. 2012. “Promoting Innovation Through R&D.” (CFR Backgrounder). New York, NY: Council on Foreign Relations. Retrieved October 
2, 2015 (http://www.cfr.org/innovation/promoting-innovation-through-rd/p29403).

92 	 Bernanke, Ben S. 2011. Promoting Research and Development: The Government’s Role. Speech by the Chairman of the Federal Reserve at the 
Conference on New Building Blocks for Jobs and Economic Growth, Washington, DC. Retrieved October 2, 2015 (http://www.federalreserve.gov/
newsevents/speech/bernanke20110516a.htm). Maloney, Carolyn B. and Charles E. Schumer. 2010. “The Pivotal Role of Government Investment in Basic 
Research.” Association of American Universities. Retrieved October 2, 2015 (https://www.aau.edu/WorkArea/DownloadAsset.aspx?id=10828).

	 Leiner, Barry M., Vinton G. Cerf, David D. Clark, Robert E. Kahn, Leonard Kleinrock, Daniel C. Lynch, Jon Postel, Larry G. Roberts, and Stephen Wolff. Nd. 
“Brief History of the Internet.” Internet Society. Retrieved September 2, 2015 (http://www.internetsociety.org/internet/what-internet/history-internet/brief-
history-internet).

93 	 European Commission. 2013. Mobile communications: Fresh 50 million EU research grants in 2013 to develop ‘5G’ technology. (European Commission 
Press Release). Brussels: European Commission. Retrieved September 15, 2015 (http://europa.eu/rapid/press-release_IP-13-159_en.htm). Best, Jo. 
2014. “The University of Surrey’s 5G Innovation Centre will put emerging mobile technologies through their paces,” ZD Net, November 4. Retrieved 
September 15, 2015 (http://www.zdnet.com/article/uks-70m-5g-testbed-to-go-live-next-year/). Huang, Ryan. 2014. “The 5G Network is expected to be 
1,000 times faster than the existing 4G LTE service, and will play a key role in driving South Korea’s economy,” ZD Net, January 22. Retrieved September 
15, 2015 (http://www.zdnet.com/article/south-korea-to-invest-1-5b-to-build-5g-network-by-2020/).

94 	 Journal of American Medical Association. “Rate of investment in medical research has declined in U.S., increased globally,” ScienceDaily, January 13. 
Retrieved September 23, 2015 (http://www.sciencedaily.com/releases/2015/01/150113120915.htm).

95 	 Clabaugh, G and MM Ward. 2008. “Cost-of-illness studies in the United States: a systematic review of methodologies used for direct cost.” Value Health 
11(1):13-21.

96 	 Macguire, Eoghan. 2012. “Who’s funding the green energy revolution?” CNN, June 12. Retrieved October 2, 2015 (http://www.cnn.com/2012/06/12/world/
renewables-finance-unep/).

97 	 Ruth, Matthias, Dana Coelho, and Daria Karetnikov. 2007. “The US Economic Impacts of Climate Change and the Costs of Inaction.” Center for 
Integrative Environmental Research at the University of Maryland. Retrieved Octover 2, 2015 (http://cier.umd.edu/documents/US%20Economic%20
Impacts%20of%20Climate%20Change%20and%20the%20Costs%20of%20Inaction.pdf).

98 	 Canis, Bill, and Brent D. Yacobucci. 2015. The Advanced Technology Vehicles Manufacturing (ATVM) Loan Program: Status and Issues. (Congressional 
Research Service 7-5700). Retrieved September 15, 2015 (https://www.fas.org/sgp/crs/misc/R42064.pdf). Kerpen, Phil. 2015. “Tesla and Its Subsidies,” 
The National Review, January 26. Retrieved September 15, 2015 (http://www.nationalreview.com/article/397162/tesla-and-its-subsidies-phil-kerpen).

99	 Lane, Jim. 2014. “Where are we with algae biofuels?”Biofuels Digest, October 13. Retrieved October 2, 2015 (http://www.biofuelsdigest.com/
bdigest/2014/10/13/where-are-we-with-algae-biofuels/).



ROOSEVELT INSTITUTE

570 Lexington Avenue, 5th Floor

New York, New York 10022

212.444.9130 | @rooseveltinst

ROOSEVELTINSTITUTE.ORG


