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Preface

Inc. approached me about preparing three lec-

tures on key issues facing business corporations
as the new century approaches. Although I was at
first hesitant to set aside a book project already be-
gun, the freedom I'had to choose topics and approach
led me to return to terrain I had first explored in the
1980s on the nature of the corporation in The Corpora-
tion: A Theoretical Inquiry and Toward a Theology of the
Corporation.

Much has changed in the intervening years. A
renewed account of the corporation seemed useful:
what the corporation is, its new moral challenges and
the new enemies it faces, and what goods (and dan-
gers) it brings with it. This monograph on corporate
governance is the third in a series of three Pfizer Lec-
tures, the first two of which AEI recently published.

I would like to thank Pfizer Inc. for its sup-
port, and in particular Terry Gallagher and Carson
Daly. In my own office, Cathie Love and Brian Ander-
son carried on with their usual competence and un-
usual good cheer. Permit me to thank AEI, too, which
under the watchful eye of Chris DeMuth continues
to provide a remarkably welcome home for research
and writing; Isabel Ferguson and Ethel Dailey in the
office of seminars and conferences, who arranged the

In the summer of 1995, representatives of Pfizer

vii
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public presentation on November 19, 1996; and Dana
Lane, who showed her usual care in the supervision
of this publication.

I would like to dedicate the published version of
this lecture to Michael A. Scully, director of policy
communications at Pfizer Inc., who died suddenly at
the age of forty-seven on December 17, 1996. Mike
and I had been colleagues in launching the well-re-
garded review This World (he was the editor) more
than a decade ago, and I admired his quiet, shy ways
and the passionate intellect they disguised more than
words can say. I rejoiced at his marriage just a year
and a half ago and at the birth of his daughter last
spring. His friends and loved ones miss him deeply.



On Corporate Governance

poration is sailing confidently into the twenty-

first century. But a cannonade has already
erupted off port, and off starboard, rockets’ red glare,
bombs bursting on “corporate governance” and “eco-
nomic fairness.” The corporation—the most success-
ful institution of our time, flexible and adaptable be-
yond all others, maintaining its way in whitecapped
seas while others founder—is suddenly a ship that
others want to capture. They want to reform it into
something it is not. There is a lot of ruin in today’s
cries for reforming corporate governance.'

Most of today’s reformers are quite sophisticated.
They are no longer socialists, they say. They want to
“humanize” the corporation, not to expropriate it.
Some even quote a passage Adam Smith wrote about
the corporation in 1776, well before the nineteenth
century arrived. Smith feared that the corporation,
that then-new beast, slouching toward who knows
what city, that oddly contrived thing that separated
ownership from management, could not possibly

I ike a proud frigate, the American business cor-
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2 ON CORPORATE GOVERNANCE

work. He gave three pretty good reasons why:

The directors of such companies, being the
managers rather of other people’s money
than their own, it cannot well be expected
that they would watch over it with the same
anxious vigilance with which the partners
in a private copartnery frequently watch
their own. Like the stewards of a rich man,
they are apt to consider attention to small
matters as not for their master’s honour, and
very easily give themselves a dispensation
from having it. Negligence and profusion,
therefore, must always prevail, more or less,
in the management of the affairs of such a
company. It is upon this account that joint
stock companies for foreign trade have sel-
dom been able to maintain the competition
against private adventurers. They have, ac-
cordingly, very seldom succeeded without
an exclusive privilege, and frequently have
not succeeded with one. Without an exclu-
sive privilege they have commonly misman-
aged the trade. With an exclusive privilege
they have both mismanaged and confined
it.?

Adam Smith was analytically clear and prescient; the
problems he described dog us still. But as a predictor
of the corporation’s future, he was uncharacteristi-
cally wrong.

Our strategy in attacking the subject of corpo-
rate governance is to resolve the question, What is
the business corporation? and to follow through on
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its implications in today’s unprecedented circum-
stances. This will require just over half the book. At
the end, we need to tackle related problems such as
the destructive power of envy, corporate compensa-
tion, and the corporate habit of appeasement.

What Is the Business Corporation?

Having been the social instrument by which the bour-
geoisie, in “scarce one hundred years, has created
more massive and more colossal productive forces
than all preceding generations together,” the publicly
held business corporation is arguably the most suc-
cessful, transformative, and future-oriented institu-
tion in the modern world.® It has been far more open,
more creative, and infinitely less destructive than the
nation-state, particularly the totalitarian state. Face
to face with nation-states, churches have necessarily
become their rivals, since in the moral sphere states
lean to absolutism. But churches have not really had
to become rivals to the corporation. For the corpora-
tion strives mightily to be compatible with every sort
of religious regimen and not to challenge any fron-
tally.

The corporation is by its nature a voluntary and
part-time association, with no pretensions of being a
total community (with rare exceptions, as in certain
Japanese companies of a generation ago).*

Nonetheless, this fairly unassuming form of so-
cial organization has transformed the world before
our eyes—thrown great silver airplanes into the skies,
girdled the ether with invisible webs of instantaneous
global communication, and brought fresh mangoes
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to the breakfast tables of the Northern Hemisphere
and crisp, vacuum-packed Wheaties to the Southern.

But what is a business corporation? It is so vari-
ous a thing that it is not easy to define. In the United
States, the publicly owned business corporation con-
stitutes barely 1 percent of all business organizations.
Unincorporated businesses, partnerships, small cor-
porations, and even privately held giants (such as
Mars, Inc., or Parsons Brinckerhoff, the huge engi-
neering company) outnumber the publicly owned
businesses 99 to 1. Yet this tiny minority of publicly
owned firms produces more than half of America’s
economic output.

Moreover, publicly owned businesses come in all
sizes and shapes, from networks of neighborhood
hardware stores to manufacturers of millions of au-
tomobiles annually like General Motors and vast,
sprawling energy companies like Mobil, Exxon, and
Shell; from nimble, inventive cocoons of technical
originality and marketing flair such as Intel and
Microsoft, to the lumbering, but newly dynamic heirs
of the nineteenth-century, night-whistling Atchison,
Topeka & Santa Fe. You name it, you want it avail-
able to buy, and the likelihood is very great that a
corporation is even now making it and looking for
you.

So, what was the publicly owned business cor-
poration invented to do? What is its purpose and
point? What type of institution is it? By what stan-
dards ought it to be judged? These are crucial ques-
tions to resolve, before blindly careening into new
forms of corporate governance.
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Executive Energy

The great political philosopher Michael Oakeshott
distinguished between two generically different types
of association, the civic association and the enterprise
association.” The civic association aims at something
larger than any particular end, interest, or good: the
protection of a body of general rules and a whole way
of life; in other words, the larger framework within
which, and only within which, the pursuit of particu-
lar ends becomes possible, peaceable, and fruitful.
Given such a framework, individuals are free to
choose myriad activities. The state is a civic associa-
tion, he thought, or at least should be; so is the church;
and so are many kinds of clubs, charitable organiza-
tions, and associations for self-improvement.

Oakeshott did not much like ideologically driven
states, parties, or even activists; they narrow down
the realm of choice. They falsify the nature and pur-
pose of the state, making it a political party rather
than a peaceable society.

By contrast, Oakeshott noted, the enterprise as-
sociation is built to attain quite particular purposes,
often purposes that tend to come around again quite
continuously, as restaurants are built to feed people
day after day. Enterprise associations are focused,
purposive, instrumental, and executive: they fix a
purpose and execute it.

Moral standards and standards of civic virtue still
apply to enterprise associations, of course. “There is
honor even among thieves,” the ancient proverb says—
but not enough! Enterprise associations that injure the
virtue of their members—Ilike states that injure virtue—
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are objects of shame; consider the Mafia.

On other counts, however, publicly held business
corporations are not at all like states, and their self-
governance is not at all like that of a national govern-
ment. These are two very different types of organiza-
tion. In states, executive power is feared and there-
fore checked; in the corporation, it is desired and
therefore husbanded. In this respect, in fact, corpo-
rate governance is perhaps a little like the executive
branch of government taken by itself, apart from the
judicial and the legislative branches. Like the execu-
tive branch, the governance of a business corpora-
tion requires a focused unity; there is little room
within it for checks and balances.® Its point is execu-
tive, and “energy in the executive”” is its sine qua non.
The corporation is not a state; its internal governance
is not a state government—these are totally different
species of association.

The standards of accountability to be met by the
head of a major corporation are far narrower than
those facing the head of the executive branch of gov-
ernment. His job description is very different from
that of the president of the United States. The presi-
dent must face democratic elections, itself an odd and
not entirely executive measure of performance. The
U.S. president must also play the almost kingly role
of representing the people in symbol, rite, and per-
formance.® Only in the third place does the president
play the role of prime minister, that is, political strat-
egist and persuader. Coming in a distant fourth is a
U.S. president’s role as executive officer of an admin-
istration, one of three branches of government. All
this is very different from the president of Citicorp,
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who is selected by a small board and instructed to
achieve defined objectives, within a relatively narrow
strategic plan laid out by that same board (almost
certainly with his input).?

Within a corporation, no one should even desire
“separation of powers,” for the whole point is to cre-
ate something new, to achieve something, whereas
in government the whole point is to prevent leaders
from achieving anything beyond the already stated
powers and purposes of the union. The reason for
checks is to keep in check, and the reason for balances
is to keep a balance. In an important sense, not achiev-
ing something, not violating the original constitution,
is the preeminent aim. Wise persons do not want gov-
ernments to act until they are carried forward, like
rhinoceroses rising slowly from the mud, by the hy-
draulic force of a very large and durable consensus.
But the same wise persons want business corpora-
tions to be able to act quickly, even to turn on a dime
when they are losing money or when they spot sud-
denly arising possibilities, to take the risks for which
their investors have entrusted them with well-defined
executive power.

To repeat, governments move, must move, by
consensus—slow as elephants and resistant as don-
keys. But businesses must move by executive inten-
tion. Without waiting for public consensus—indeed,
hoping to be first to reach the market—businesses
must move instantly, like pulsing electronic signals.
Often they must move by executive will, ready to act
even before all the information is available that the
intellect might crave.

Investors rightly want business to be effective;
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they are willing to accept intuition, hunch, and even
instinct rather than the qualities they might prefer in
other contexts, such as full deliberation and judicious-
ness, so long as swift action results in more reliable
and speedier contact with reality than reflection. The
laws of action are not identical with the laws of re-
flection, and temperaments fitted to the one are not
always suitable for the other.

I linger on this point for one reason only. The
word governance naturally leads the mind to think of
government. Therefore, discussions of corporate gov-
ernance tend to be conducted, often unconsciously,
in the language of political philosophy, worked out
for the government of nations. Such discussions lead
to an enormous mistake of logic and language, to a
way of thinking not at all appropriate for the gover-
nance of business corporations. The problem of busi-
ness governance is not a problem of political philoso-
phy; itis a problem of business philosophy. (In a simi-
lar way, theologians wince when they hear the gov-
ernance of churches discussed in the language of po-
litical philosophy.) Politicians, churchmen, and people
in business ask different types of questions, work
under certain different rules, and require different
types of outcomes; even their manners and styles are
different. The general rule is this: for each different
type of human activity, its own proper philosophy:.!

The problem, as Peter Drucker has suggested, is
that the philosophy of business is a field waiting to
be born. Indeed, Drucker himself tends to speak of
“organizational theory,”" which sounds a little like
sociology rather than a philosophy of business. What
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we need is in fact a philosophy of business, because
it is important to keep clear about what a business is
and is not, especially today.

For the American business corporation has been
so successful during the past hundred years, particu-
larly during the past fifteen, that many people want
to lasso it, break its spirit, and for their own purposes
train it to become something else. Charities and help-
ing organizations, for example, want the corporations
to pay their upkeep. Heavily indebted and failed
welfare states want to bend the corporation to meet
the state’s own unkept promises. In general, former
socialists want to tame the business corporation, make
it sit up and dance, perhaps do tricks to music.

As a matter of fact, after the dramatic collapse of
the world’s leading example of actually existing so-
cialism, the USSR, socialists (and, in America, just
plain “progressives”), without ever admitting their
errors or correcting their way of thinking, still want
to socialize the corporations. But now they want to
do it through movements such as environmentalism,
the philosophy of “stakeholders,”" children’s rights,"
and some forms of feminism and gay rights. And
many corporate leaders are still being rolled, played
for patsies, and driven forward blindly by their in-
ability to think clearly and make distinctions." Al-
though appeasement seems to be an all-too-common
reflex,” intellectual cowardice is not strictly required
for business success. A sound philosophy is permit-
ted. It must be developed, fortified, and honed to a
practical edge not just by philosophers but by corpo-
rate doers themselves.
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The Ant and the Elephant

What, then, is a business corporation, philosophically
considered? From a philosophical point of view, the
business corporation is so flexible, practical, polymor-
phous, adaptable, and various that no organizational
definition of its essence is realistic. Most often, the
corporation begins with an idea—an invention, per-
haps, or simply an insight—around which investors
pool their resources with the hope of creating new
wealth.”® But ideas for how to provide new goods or
services are virtually infinite in shape and form. A
part of a new corporation’s originating idea, in fact,
may be the conception of a new way of organizing
the delivery of goods or services. Gateway Comput-
ers and Lands” End are not organized like Hewlett-
Packard or Lord & Taylor. Pfizer is not organized like
Rexall.

Furthermore, it is a mistake to think that only
corporate executives at the large public firms are
among the “rich” so widely disdained, at least in
public, by leftist congressional and media leaders.
The owner of the Ourisman auto dealerships in the
Washington area, the retailer, may be wealthier than
any executive at General Motors, the manufacturer.
Ownership is, typically, a surer road to wealth than
employment.

The concept of the business corporation, there-
fore, is like the magical ocean in the fairy tale, shal-
low enough for an ant to wade through and deep
enough for an elephant to drown in. It must be as
pluriform as the goods and services to be provided
and the markets in which customers meet providers.
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It must be able to change with changing times, tech-
nologies, political conditions, and moral habits. Its
range is not infinite; there are cultures in which it can-
not survive and others in which it cannot thrive."”
When, under Soviet communism, for instance,
economic acts between consenting adults were pun-
ishable by death, in effect the private business corpo-
ration was in intensive care or dead. Circa 1979, on
most of the territory of this planet (China, the USSR,
and over other large geographical stretches) private
corporations were verboten, forbidden, against the law.
In many third world countries, epidemics of corrup-
tion and dictatorship—Ilike plagues of leeches—bled
corporations white and drove many of them out. In
short, the corporation is a form of organization that
can survive in most sorts of cultures but not in all.
In Adam Smith’s day, the business enterprise was
essentially a small owner-managed affair. As late as
1820, in all of France there were not more than sev-
eral dozen business enterprises (or factories) employ-
ing as many as twenty persons in one building.'® As
Smith foresaw, the device of splitting ownership from
management required by the growth of great stock
associations shifted the flows of motives, interests,
and passions.”” When the executive manager was no
longer the owner, he was in charge of spending some-
one else’s money. (His compensation may be chiefly
in stock ownership, but that does not make him the
owner—far from it.) He might well feel comfortable
with a handsome salary and enjoy the prestige of be-
ing boss, while losing the singular mark of the origi-
nal owner—the willingness to be imaginative and
take risks. The original owner, meanwhile, might have
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qualms about risks taken with his money by new
managers, more qualms than he once had about risks
he used to take lightheartedly for himself. As a thinker
who paid a great deal of attention to men’s passions,
interests, and motives, Smith may have been the first
to worry about future problems of corporate gover-
nance. He was not the last.

Why Do Firms Exist?

Why, then, despite Adam Smith’s foreboding, do busi-
ness corporations exist at all? (It once seemed to me
that worrying about the existence of God was enough
for a theologian, without worrying about the exist-
ence of firms.) There are two main reasons why firms
exist, first pointed out by R. H. Coase in 1938 in a
brilliant gem of an essay, “The Nature of the Firm,”*
followed by a legion of other commentators includ-
ing, recently, Richard Posner.? First, it may be far more
efficient for an economic agent to hire many of the
people his extensive activities will involve than to
negotiate arms-length contracts with each of them as
independent customers or suppliers. Such negotia-
tions would otherwise consume his energies and time,
and make day-to-day adjustments nearly impos-
sible.”> Second, in manufacturing, for instance, the
need for capital is immense. Organizing a firm to ra-
tionalize, focus, and synchronize diverse economic
activities is the most efficient way to attract capital.
In our day, therefore, at least this much can be
said in defining the business corporation: it is an en-
terprise association that depends on the public mar-
ket for investors willing to invest a portion of their
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savings in it. It is legally incorporated as a legal per-
son and governed under by-laws and by a duly ap-
pointed or elected board of directors. Its purpose is
to provide goods and services of a distinctive type
(or in a distinctive way) in the expectation of earning
profits for its investors, with fiduciary care for the
investments entrusted to it. It is the most efficient way
yet discovered to minimize transaction costs and at-
tract large amounts of investment capital. The corpo-
ration so conceived is the world’s best hope for the
creation of new economic wealth.

Pirates!

In the 1980s, financiers like Carl Icahn, Michael
Milken, and many others began to make an analysis
of the problems of corporate organization not unlike
that of Adam Smith. They judged that many corpo-
rate managers were not doing nearly as well as they
could with the value under their stewardship. Armed
with new financial methods of their own devising for
assembling large amounts of capital, they began buy-
ing and reshaping corporations to bring out over-
looked values. No good deed going unpunished,
these laser-eyed analysts were treated like pirates
preying on Spanish galleons that had gold hidden in
their holds. “Corporate raiders” they were called—
and worse—and they terrorized an entire ocean of
slowly moving companies.

Alarmed and awakened, corporate executives
and corporate boards began trimming ship and pre-
paring either to repel the Blackbeards or to outsail
them. Disapprove of them or not, we owe these “pi-
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rates” a debt. They were not alone in issuing a stir-
ring wake-up call—worldwide economic competition
arrived simultaneously—but they certainly got
everyone’s attention.”

And they left us with a lingering problem. What
if corporate management is comfortable and content
with “good enough”—or worse? What should be
done, and who should do it? All may agree that cor-
porate managers are not the most important owners,
only somewhat more so than mere employees—for,
even as employees, most of their compensation comes
as stock ownership, much of it in options that give
them longer-term interests than many ordinary stock-
holders. But, insofar as they are employees, who is it
that really employs them? Legally, it is the board of
directors that has that responsibility, along with sev-
eral other responsibilities, such as the strategic direc-
tion of the company and provident forethought about
its resources, needs, and future contingencies. But
what if the board is in the pocket of, or in collusion
with, the corporate managers, some of whom also sit
on the board? What if the board loses dispassionate
objective distance? Critics have by now developed
several lines of assault.?!

Besides, who are the owners of the contempo-
rary corporation? Who are they in whose name the
board of directors acts as steward? In a publicly
owned company, the rightful owners may be scattered
all over the stock market. More likely, though, large
portions of the shares of any major company are held
by specific mutual funds, pension plans, and other
institutional investors, acting as proxies for hundreds
of thousands of individual owners, most of whom
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are likely to be, in the term of art, rationally ignorant—
that is, poorly informed and willingly uninvolved—
concerning an individual corporation’s practices and
prospects.”

Mutual Funds and Pension Funds

In fact, two great changes in the structure of corpo-
rate ownership have transformed the environment in
which corporations now operate. First, mutual funds
today are far more numerous than they were fifty
years ago. Second, by now the pension plans of em-
ployees, not only private but also public, own nearly
30 percent of the stock of major corporations.” All by
itself, the pension plan of the California State Public
Employees owned $72 billion in assets in 1993, more
than the gross domestic product of some member
states of the United Nations.”

Both the directors of mutual funds and the di-
rectors of pension plans want to invest in corpora-
tions that produce high returns. They are competing
against their peers in seeking higher returns; they
demand “performance.” Managers of corporations
that “perform” admirably year after year become
market favorites. As their corporations attract inves-
tors, the wealth of their stockholders increases. So
does the value of their own employees’ pension plans
and the value of other pension plans invested in com-
pany stock, as does the value of the mutual funds that
have selected them for investment.

Thus, when someone writes or says that Wall
Street likes or does not like a particular company, we
need to remind ourselves that the active intelligence



16 ON CORPORATE GOVERNANCE

that first reaches such judgments is probably work-
ing in a pension plan office in Sacramento or Albany
or Eugene, Oregon, or in a new, quick-to-the-draw
mutual fund in Denver, Santa Fe, or Fort Lauderdale,
or in the small and unpretentious offices of financial
legends in Menlo Park or Omaha. Wall Street has been
decentralized. One result s that corporate managers
dare not become lazy and self-satisfied. They have
powerful incentives to seek out untapped resources
within their own companies and to turn these to cre-
ative use. Money managers all around the country
are watching them like hawks, competing with one
another to spot hidden strengths or weaknesses be-
fore others do.

Moreover, the directors of pension plan funds
and other investors have learned by experience that
they can, if necessary, vote a chief executive officer
out of office by taking over the board of directors of
his corporation. They have already done so at GM,
American Express, IBM, and Westinghouse. Boards
have power to hire and fire, and boards are them-
selves elected (usually for renewable three-year
terms) by stockholders. Large stockholders cast
weighty votes. So large stockholders from pension
plans and mutual funds have begun throwing their
weight around. (When the directors of state pension
plans and mutual funds enter a room, corporate ex-
ecutives have learned what to call them—Ma’am or

Sir.)
Looking for the Right Stuff

Conversely, money managers are learning the hard
way that their bread is buttered by corporate manag-
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ers with vision, steadiness, talent, and guts—in short,
with what used to be called “the right stuff.” That
means character, wedded to a precise talent, a talent
for figuring out the right thing to do and for doing it
the right way and at the right time. Today there are a
lot of people competing fiercely to find the few per-
sons in the whole world not only capable of being
great CEOs but already in place in the right compa-
nies. Corporations are executive enterprises. That is
of their essence. In business, the quality of the people
in charge determines nearly everything else.

On the brink of the twenty-first century, there-
fore, the environment within which corporate gover-
nance operates is drastically different from what it
was even twenty years ago. The performance of CEOs
is under much greater scrutiny. Investment flows are
instantaneous and worldwide. Moving beyond tra-
ditional watchdogs of business such as banks and
regulatory agencies, money managers at newly pow-
erful institutions such as mutual funds and pension
funds have gained an upper hand over corporate
managers through computer-driven tools of analysis
and boldly employed voting clout. Today every cor-
porate manager in his right mind knows that his perch
is insecure. Unless he is employed by a firm that he
himself or his family founded (and not even that will
always protect him), he can expect the average length
of his tenure to be about that of a linebacker in the
National Football League, a little less than six years.
He faces very little danger from boredom, laziness,
or complacency. What Learned Hand in the 1950s
called in a famous monopoly case “the quiet life” is
no longer the CEO’s lot. He will be lucky to have the
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freedom of spirit to make time for solitude and soul.
He will be lucky not to make a mess of his family
relationships, especially with spouse and older chil-
dren.

A Well-lighted Place

To summarize the argument thus far: once you grasp
the need for energy in the executive and note the new
competitive conditions prevailing in the corporate en-
vironment, much of the hullabaloo about corporate gov-
ernance seems radically misplaced. According to most
of the analysis, the problem is that of finding checks
and balances and otherwise borrowing from the power-
limiting institutions of republican government. But the
problem of corporate governance is not to check
power—that is already done today by unprecedented
dimensions of competition—but rather to summon up
and channel power. Checks enough abound: the explo-
sion of financial information and analysis—not only in
the number of financial television channels, the Internet,
and the proliferation of financial newsletters but also in
the institutional power of independent professional
analysts representing large shareholders—has made the
business corporation quite suddenly a well-lighted
place.

Thus, what Adam Smith feared about the stock
association—that in zeal its managers would be infe-
rior to its owners—is not likely to happen today. In
fact, today’s publicly owned firms run by hired man-
agers may be far more performance oriented than
privately owned and managed firms of yesteryear.
There are now many more ways to keep chief execu-
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tive officers on their toes than there were two decades
ago. Investor checks and balances are very strong,
indeed.

The great problem of corporate governance to-
day, therefore, is not how to create checks and bal-
ances against power. The great problem is how to
govern corporations internally to overcome the great
cultural tide of envy and “political correctness” that
bids fair to swamp them in syrupy, corrosive senti-
ment.

On Envy: “Thou Shalt Not Covet”

We turn, then, to the perennial and persistent prob-
lem of envy and its destructive social power, as well
as to auxiliary problems such as corporate compen-
sation and the strategy of appeasement.

Covetousness and envy are permanent and uni-
versal passions whose social destructiveness was rec-
ognized many civilizations ago, in the time of
Deuteronomy, long before there were any business
corporations. Universal covetousness and envy are
burning embers that never die. Gasoline is thrown
upon them today by such lines as these: “Executive
compensation is obscene,” “Corporate executives live
too high,” and “Wages of workers decline, while those
of top management are growing astronomically.” Not
much is left for traditional socialists to do today ex-
cept to fan prairie fires of covetousness and forest fires
of envy.

Inequality is the main line of attack because
“downsizing,” last season’s craze in the perpetual as-
sault on corporations, turned out to be exaggerated.
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Contrary to the impression fostered by the popular
media, job stability has been slightly greater in recent
years than in earlier periods.? The proportion of high-
paying jobs has also been dramatically increasing, not
decreasing. The corporations listed in the Fortune 500
have fewer employees today than twenty years ago,
but a flood of smaller, newer high-tech companies has
created a large labor market in high-skilled jobs.

Itis quite true, if ironic, that Wall Street responds
favorably to notice that behemoths like AT&T are re-
structuring their work force. Announcements of lay-
offs are sometimes met by small jumps in the stock
price—sometimes, but not always. What do these
positive effects mean? They mean that firms must
meet the demands of new technologies and new
worldwide competition. It means, further, that there
is more value in AT&T than AT&T was previously
delivering. (Recall that unrealized value belongs to
the pension plans of millions of workers outside
AT&T.) Change at AT&T was “overdue.” The envi-
ronment for laid-off workers with skills in communi-
cations, luckily, is an up market.” Two-thirds of those
laid off by AT&T were back at work in three months.
With severance, some had, in effect, a paid vacation.

Let us return for a moment to the point that
change was overdue. On a recent trip to Chile, a dis-
tinguished business leader asked me why American
firms wait so long before facing serious problems and
then do so in a way so inhuman to their work force.
Sometimes, of course, sudden technological change
catches firms by surprise. But often, as silently as
plaque on teeth, problems are building up even while
executives neglect preventive measures. “Overdue
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change” is usually due to inadequate and tardy “ex-
ecutive energy,” not to excessive energy. Much hu-
man turmoil might be spared if, on a regular basis,
executives summoned up the energy to take counter-
measures against inertial growth; preplanned attri-
tion alone might do it.

Isn’t it an irony, meanwhile, that leftist journal-
ists and social critics, while becoming ever more skep-
tical about the desirability of the permanent marriage
contract, should expect jobs to be forever? Do they
expect employees to receive diamond rings on the day
they are hired? In reality, finding good employees and
training them is expensive, and mutual loyalty be-
tween firm and worker usually helps both. Under
sudden layoffs, both suffer.

Incidentally, the fact that accusations about big
corporations’ “destroying jobs” occur at a time when
the U.S. economy has created more than 50 million
new jobs (during the past twenty-five years, at a rate
of 19 million per decade) is not as paradoxical as it
seems. In normal times, big firms are constantly reor-
ganizing as conditions change; sometimes they shed
jobs and sometimes they hire steadily. Some creation
of new jobs—especially in entire industries never
heard of before, such as among new technology com-
panies—takes place in small firms (which by defini-
tion virtually all new firms are). And it is precisely by
creating many new jobs that small firms become large
firms. Many if not most small firms, however, are ei-
ther suppliers or distributors for, or provide services
to, large corporations.* The upshot is that a huge pro-
portion of the U.S. labor force flocks like seagulls
around the busy places generated by large, complex
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business organizations, no matter whether those busi-
nesses are hiring or shedding.

Two Types of Inequality

Still, the problem of inequality is a serious one, even
if a false one. It is a false problem because there is
and can be no human system that makes humans
equal (in the sense of uniform). It is contrary to hu-
man nature even to wish to be considered identical to
anyone else, replaceable, a cog in a slot. Individuals
know they are unique, utterly unlike every other—
quite unlike even their twin, if they happen to have
one. They have unique ambitions, energy levels,
moral strengths, knacks, and luck. Uniqueness, not
uniformity, is the human mark.

Equality as uniformity, furthermore, can be so-
cially imposed only through the most vigorous tyr-
anny. The proper name for such a project is not
egalitarianism but egalityranny. This project, in effect,
lops off heads, slices off feet, and reduces the length
of arms and fingers to a standard size. As such, equal-
ity-as-uniformity is antihuman. It is quite different
from equality-as-uniqueness, which demands equal
respect precisely for what is unequal (not uniform)
in individuals.

This common-sense observation collides with
two persistent facts. One is the universality of the
human passions of envy, covetousness, and the de-
sire to cut one’s betters down. The other is that, in
any democracy, many people resent the flaunting of
differences of station, as if these represent a lapse into
aristocratic privileges, a violation of democratic sen-
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sibilities. Both these facts—universal envy and demo-
cratic resentment—feed the boa constrictor that
squeezes “equality” into “uniformity.”

Unthinkingly, the flaunting of class differences
does at times emanate from corporate board rooms,
corporate parking places, corporate dining room:s,
corporate jets, and other indiscreetly managed cor-
porate perks. This is a serious fault. In democracies,
corporations need to practice an unpretentious, open,
man-in-the-street style at every level of the firm, or
else they will awaken resentments in a democratic
populace.*

Obviously, two further tendencies pull firms in
opposite directions. Certain signs of status are inevi-
table, expected, and socially beneficial. Others are not.
Some forms of recognition are offered in lieu of a raise.
In any sound organization, superior achievement
should receive superior recognition, and symbolic
forms of recognition seem relatively costless. The
trick, however, is not to allow differences in class sta-
tus to arise between management and workers. This
subject deserves often-renewed attention, for as mar-
keting and sales departments well know, status
pleases more than money, is eagerly sought and
greedily devoured.

Nonetheless, wrongly signaled status is socially
destructive. You cannot build community, teamwork,
or a sense of family across fissures of rigid class con-
sciousness. Ordinary folks want to believe that all
class boundaries are permeable, if not by themselves,
then in the person of their bright sons and daughters.
The corporation needs to convey the air of being up-
wardly open. Alas, some corporate board rooms seem
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designed to impress, to exclude, perhaps even to ex-
ude a hint of the baronial. I do not say that this is
always wrong; but it is, unless countered in other
ways, a great danger to the system as a whole.

For the moment Americans begin to think that
class lines are being drawn, bile rises in their bellies.
Management and labor need to share a similar world
of upward mobility, of achievable status, of belong-
ing to the same team. They must do so in fact, and
they must appear to do so. The tendency to forget
this—among union leaders, as well as managers—is
universal and perennial, so it must be consciously
combated. (Union leaders also face special tempta-
tions: to become confrontational in order to be viewed
as “fighters” for their members.) In a democracy, an
upwardly mobile, achievement-oriented, shared, and
open atmosphere inside the corporation is, I believe,
more important than the compensation levels of chief
executives.

Justifying Unequal Compensation

When salaries are moving upward throughout the
corporation, most Americans do not envy those
whose achievement and position entail higher sala-
ries than their own; these are what they aspire to
achieve themselves. They want a ladder with rungs.
Americans resent uniformity. They are performance
oriented. For unequal performance, they want un-
equal pay.

When this general acceptance of understandable
inequalities breaks down, sound practice suggests
that it is best to look sharply at what is happening in
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the bottom ranks. Salaries on different levels of an
organization should generally rise and fall together.
If most people’s salaries are going up, practically ev-
erybody will be contented. But if salaries at the top
keep rising rapidly while those at the bottom fall, stag-
nate, or rise only slightly, you can be certain feelings
of unfairness will arise.

From ancient to modern times, the green worm
of envy has been the chief and most regular destroyer
of republican experiments: the envy that poisons the
innards of one class, section, dynasty, family, or peer
against another. Of course, envy never travels under
its own name; it is the one vice that never calls itself
what it is; it prefers prettier names, good names to
which it has no right: “justice,” “fairness,” and the
like. Companies should do everything in their power
to defeat envy in every sphere they touch. No vice
tears apart democracies more swiftly.

On corporate compensation, therefore, I would
make two suggestions. First, one criterion of whether
and how annual bonuses should be given—not the
only criterion, but an important one—should include
consideration of how lower-paid employees are be-
ing compensated. At the very least, the direction of
compensation levels should be comparable: all should
go up, down, or stagnate together, unless clear rea-
sons can be cited for making exceptions in special
cases. It may be that in certain crises more is asked of
some employees than others, and for this they should
be commensurately rewarded, for publicly defended
reasons. Also, since half or more of senior executive
pay comes by way of bonuses, in years when bonuses
are canceled, contractual wages of workers may go
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up when wages of top executives go down; and that
may be fair enough.

Some consideration should also be given to gen-
eral wage levels outside the corporation. Corporate
compensation levels are social facts of great signifi-
cance in democracies, and they can no longer be hid-
den. Their public effect must be accounted for in ad-
vance. Reasons why they are set where they are set
should always be offered to the public, with due fore-
thought given to the public’s probable reaction.

Second, for top executives, special new proce-
dures must be designed to protect the neutrality, ob-
jectivity, and detachment of those who decide com-
pensation levels, in the full glare of today’s commu-
nications realities. At present, as the economist Irwin
Stelzer has shown,® there are too many reasons to
suspect lack of sufficient distance between those who
serve on compensation committees and those they
reward. From an ethical point of view, the real issue
is not how much a particular CEO is paid, but by
whom, using what methods, according to which cri-
teria, and for what publicly defensible reasons. If an
objective case may be made, the social effect is healthy;
if the decision reeks of favoritism, the social effect is
damaging to the business system as a whole and to
democracy.

In such circumstances, envy is certain to uncoil
from its slumbers and begin to slither through the
body politic. Left-wing politicians feed on envy, but
of course do not call it that; they say compassion. Envy
is distinguished from compassion by a simple test:
compassion rejoices in raising up the poor; envy re-
joices in pulling down the rich. More than they ad-
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mit, leftists love to see the rich and powerful humbled.
Against Appeasement

Argument over governance is often designed to avoid
the main subject: governors. Since the point of busi-
ness is to get things done, argument over governance
must not be allowed to suggest the opposite of ac-
tion—restraint on action or, even worse, process of
the sort that pours molasses into the machinery. Re-
forms of governance must protect sufficient energy
in the executive. This freedom to act, in turn, poses
new tests for executives in our generation.

Oversight, collective consultation, information
gathering, and some division of responsibility—these
will always be needed, for reasons rooted in human ig-
norance, partiality, passion, and fallibility. Intelligent
executives, therefore, may well decentralize decision
making and rely on decision teams rather than solely
on themselves. Their paramount concern is to be in con-
stant touch with reality, and this requires as many eyes
and ears, as many dispersed agents of practical wisdom,
as possible. But the point of these safeguards is to pro-
tect the purposiveness of the corporation. Any scheme
of governance that sinks executives in two feet of pea-
nut butter violates the nature of executive institutions:
Executives must be allowed to execute. They mustbe helped,
strengthened, fully informed, corrected, and reinforced;
but, in the end, they must be propelled to step forward
to create new wealth.

Furthermore, it is wrong today for executives to
conceive of their job narrowly, merely in its business
aspects, without attention to its political setting and, even
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more so, to its setting in the world of ideas. Bold in
business judgment, executives must not be pusillani-
mous in politics and mousy in the field of ideas. Let me
allude to a recent, and in some ways splendid, report
on corporate governance.® After reviewing all the pow-
erful voices demanding change in corporate governance,
the author, a recently retired CEO, uncharacteristically
for him counsels a strategy of appeasement, by way of
a preemptive strike. That note of appeasement is the
glaring defect in an otherwise excellent analysis.

When reformers demand that corporations be-
come more “responsible,” the author rightly notes,
they mean dedicated to causes dear to statists, such as:
executive pay caps, incentives and mandates to cover
training and layoffs, constraints on internationaliza-
tion, demands for a Germanic system of “public in-
terest” corporate directors, and other moves toward
the “socialization of corporate America.” Before gov-
ernment mandates such things, however, the author
argues, businesses should preemptively set out a
menu of reforms. His recommendations: broaden
stock-option participation to unite the investment in-
terests of workers with those of the corporation, open
up paths of decentralized entrepreneurship for em-
ployees, and go public against the excessive regula-
tion and unwise social mandates foisted on corpora-
tions. These are good suggestions.

Only two things are wrong. First, the author
marches them forward under the flag of appeasement:
they will punish us less if we punish ourselves first.
Second, the former corporate leader magnifies the
forces arrayed against corporations in politics and
public opinion and fails to summon up the full
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strength of the intellectual case that corporate lead-
ers can today make to the public.

In the past, preemptive strikes to appease the
ferocity of self-assured critics may have been neces-
sary, even the best available response. But in today’s
very different situation, corporate executives have a
new menu of responsibilities. In the economic arena,
rather than merely reacting to issues defined by the
Left, corporate executives need to set the terms for
the national political agenda and to frame public opin-
ion early.

Everyone sees the need for economic growth,
even socialists. At their best, however, many execu-
tives are still reacting two years too late to issues
framed and organized by the Left long before. Much
too often, their highest aim is damage limitation. In
the arena of public opinion and public policy, tigers
in competition have appeared before the public as
lambs, bleating in appeasement.

This appeasement has taken two forms: first, in-
tellectual and, second, programs of charitable giving.
For some reason, many executives seem defensive
about the crucial value of capitalism, business, and
corporations to democracy. Knowing that many in the
press, the academy, left-wing politics, and political
activism are hostile to business and ardent support-
ers of the party of government, they seem to imagine
themselves in a no-win situation; the only question is
how much they will lose.

Appeasement seems to them the least harmful
solution. Indeed, some critics suggest that people in
business secretly feel guilty for becoming wealthy and
even enjoy being beaten up in the public eye. I do not
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believe that, but it is a common theory.

To add insult to injury, these same executives
often do, in fact, permit their corporate giving offi-
cers to reward with substantial grants the very activ-
ists who have advanced legislative agendas aimed at
bringing corporate decisions under government con-
trol, inch by inch. Such executives no longer sell their
enemies the rope by which they will be hanged; they
give it to them as a grant.

In the past, such capitulation may have seemed
the lesser evil. But now the fading night of the social-
ist empire, the darkening crisis of the welfare state,
and the sepia image of the State as Beneficent Great
Provider are yielding to bright Alpine sunlight. Our
current intellectual situation is a new spring. Busi-
ness leaders should study these changes, come abreast
of them, and master the new viewpoint they afford.

A Cheerful View at the End of a Sorry Century

The overpromising state of the twentieth century has
underachieved, its coffers are bare, and the unintended
consequences of its overreaching are disheartening: a
pronounced decline in morals and morale, a growing
underclass, and a return to serfdom. But look at the
contrast: the inventiveness of U.S. corporations and the
tough-minded ways in which executives have reshaped
them have once again made corporations preeminent.

Today’s leading revolutionary force is not the
state but the business corporation, turning the me-
chanical industrial age into the electronic age. Since
1980, corporation-produced miracles such as comput-
ers, word processors, fax machines, satellite transmis-
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sions, fiber optics, genetic research, and medicines
heretofore unseen have transformed the world.

Under Democrats as well as Republicans, the
great American job machine has continued to turn
out more jobs, and higher-paying jobs, than this coun-
try has ever known: more than 50 million new jobs
since 1970. Great experiments have also been
launched (and already once or twice revised) in cor-
porate structures, management reorganization, work
groups, and internal entrepreneurship. Who today
can doubt that the most dynamic institution in the
world is the business corporation?

Thus, whatever new steps are still to be taken in
reforming corporate governance, such steps must pro-
tect the inimitable creativity of the business corporation
as a unique form of social organization. Its freedom
and flexibility are the envy of other institutions. These
must be protected, under any and all new schemes for
reorganization. If this freedom and flexibility are not
protected, the entire society will suffer. In periods of
economic decline, the poor suffer most of all.

Only in periods of dynamism and creativity do
ever greater numbers of the poor rise out of poverty
and discover their own talents for accomplishment.
In finding a route out of poverty, second only to small
businesses, public corporations are the poor’s best
friend. That is the main reason why healthy business
corporations are the sine qua non for the success of
democracy.

Corporate leaders often lose sight of the fact that
the most important secondary effect of what they do—
not what they aim at, perhaps, but what their actions
lead to—is to raise the poor out of poverty and to
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offer unparalleled opportunities for the development
of human talents. Their further great effect is to ani-
mate civil society, that huge, bustling arena of the
world’s grand experiment in self-government. These
two signal achievements, raising up the poor and
energizing civil society, provide powerful moral
claims for business corporations. Corporate leaders
should take care that new schemes for corporate gov-
ernance do not jeopardize these achievements nor
distort their one main purpose: to create new wealth
for the whole society.
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firm buys, produces, and sells.” R. H. Coase, The Firm, the
Market, and the Law (Chicago: University of Chicago Press,
1988), p. 7. See also “The Nature of the Firm,” pp. 33-56.

21. Posner succinctly summarizes his view in this way:
“Contrast two methods of organizing production. In the first,
the entrepreneur contracts with one person to supply the com-
ponent parts, with another to assemble them, and with a third
to sell the finished product. In the second, he hires them to per-
form these tasks as his employees under his direction .. .. The
essence of the first method is that the entrepreneur negotiates
with each of the three producers an agreement specifying the
price, quantity, quality, delivery date, credit terms, and guar-
antees of the contractor’s performance. The essence of the sec-
ond method is that the entrepreneur pays the producers a
wage—a price not for a specific performance but for the right
to direct their performance. .

“In sum, the contract method of organizing economic
activity encounters the problem of high transaction costs, the
method of organizing economic activity through the firm,
the problem of loss of control.” Richard A. Posner, The Eco-
nomic Analysis of Law, 4th ed. (Boston: Little Brown & Com-
pany, 1992), pp. 391-427, 391-92.

22. The actions of some unions have, to some degree,
thrown this process into reverse. It has become more effi-
cient and less time-consuming for some corporations to shed
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certain operations, in favor of competitively priced suppli-
ers.

23. On the “corporate raiders,” Irwin Stelzer observes:
“Many serious students of America’s corporations, even those
who were no fans of the so-called predators who mounted hos-
tile takeovers in the 1980s, came to realize that something was
not quite right with the way many large companies were being
run. When Milken broke the commercial banks” monopoly of
corporate credit by making it possible for non-establishment
entrepreneurs (a.k.a. the ‘predators’) to raise money by sell-
ing high-yield bonds (disparagingly called ‘junk’ by the five
percent of companies that until then were the only ones that
could issue corporate debt, and by their generally ‘white shoe’
investment banking and law firms), he unleashed a new
breed of entrepreneurs on over-manned and over-perked cor-
porations. He also ameliorated what economists call the ‘prin-
cipal-agent problem.” That problem arises when the agent
designated to act for a principal has incentives to behave in
ways that are not in the interest of the principal he repre-
sents.” “Are CEOs Overpaid?” The Public Interest (Winter
1997), p. 28.

24. Murray Weidenbaum, director of the Center for the
Study of American Business, divides criticisms of corporate
management into three categories: the board of directors is a
“rubber stamp,” consisting of an “old boy” network “that
makes it personally unpleasant for directors to question the
performance of their peers”; the board is dominated by the
CEO (CEOs serve as chairman of the board in 80 percent of
the larger corporations); and the board is plagued with con-
flicts of interest. See “The Evolving Corporate Board,” CSAB
Contemporary Issues Series 65 (May 1994), pp. 2-5.

25. Michael Useem observes the shifting pattern of cor-
porate ownership: “In 1965, individual holdings constituted
84 percent of corporate stock, institutional holdings 16 per-
cent. By 1990, the individual fraction had declined to 54 per-
cent, and the institutional fraction had risen to 46 percent. A
closer look at the 1,000 publicly traded companies with high-
est market value during the latter 1980s and 1990s reveals



40 NOTES TO PAGES 15-20

much the same trend. Between 1985 and 1994 . . . the institu-
tional share rose by more than a point a year, topping the 50
percent threshold in 1990 and reaching 57 percent by 1994.”
Investor Capitalism: How Money Managers Are Changing the Face
of Corporate America (New York: Basic Books, 1996), p. 25.

26. Roberta Romano notes the growing proportion of
pension fund investment: “The percentage of corporate eq-
uity held by institutional investors generally, and by pen-
sion funds in particular, has increased exponentially over the
past few decades. From holding less than 1 percent in 1950,
pension funds held 26 percent of corporate equity by 1989.
Public pension funds are approximately 30 percent of this
sector.” “The Politics of Public Pension Funds,” The Public
Interest (Spring 1995), p. 44. Peter Drucker was one of the
first to notice this phenomenon in his Unseen Revolution: How
Pension Fund Socialism Came to America (New York: Harper &
Row, 1976).

27. See Michael P. Smith, “Shareholder Activism by In-
stitutional Investors: Evidence from CalPERS,” Journal of Fi-
nance, vol. 51, no. 1 (March 1996), pp. 227-52. As the socialist
writer Richard Mimms points out: “By 1994 the world-wide
accumulated assets of pension funds totalled $10,000 billion,
equivalent to the market value of all the companies quoted
on the world’s three largest stock markets.” “The Social
Ownership of Capital,” New Left Review, vol. 219 (Septem-
ber/October 1996), p. 43.

28. As the U.S. Department of Labor itself says in its
1995 Report on the American Work Force: “Several types of sta-
tistics are available to indicate whether there have been shift-
ing trends in job stability. These include data on job tenure,
retention rates, job turnover, and part-year work. All sug-
gest that there has been little change in overall job stability.”
Quoted in Karl Zinsmeister, “Indicators: Special Edition on
Economic Anxiety,” The American Enterprise (July / August
1996), p. 18. This July / August number presents many reveal-
ing charts and figures. Among the most interesting are these
two:
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JOB LOSERS YEARS AT CURRENT JOB
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29. Amity Shlaes stresses that most treatments complain-

ing about AT&T’s 40,000 layoffs leave out the fact “that com-

munications and computer services, a sector that includes

AT&T, created 408,000 new American jobs in the last four

years, growing at a robust 4.6%.” “A National Case of the
Jitters,” Wall Street Journal, June 4, 1996.

30. The conventional wisdom is that most new jobs are
created by small businesses. The source most often quoted is
the Small Business Administration, but in reporting job
growth by small businesses, the SBA concentrates on small
businesses that succeed, and ignores those that fail. Thus net
job growth from small businesses is far smaller than often
described. A brief account of how and why the conventional
view is wrong—and how and why most job growth occurs
in businesses employing 500 or more people—is found in
David Hirschberg, “Small-Biz Blarney: What Does It Take to
Kill a Bad Number,” Slate, posted October 17, 1997.

31. As “chainsaw” Al Dunlop says, “In my experience,
the success of a company is inversely proportional to the size
and opulence of the headquarters.” Dunlop took over Scott
Paper, a Fortune 500 conglomerate whose stock price was
“in the basement” when it lost $277 million dollars in 1993. A
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bloated corporate staff was spending over $30 million a year
on consultants and corporate perks. After two years of re-
structuring, sell-offs, and “shock therapy,” Dunlop had vir-
tually eliminated Scott’s $2.5 billion of debt and had increased
the value of the company’s shares from $2.5 billion in 1993 to
$9 billion as of last year. Richard Miniter suggests that Dunlop
did this by bringing “focus and energy to the executive suite”
in “Al Dunlop and the Shareholder Revolution,” The Ameri-
can Enterprise (November / December 1996), pp. 82-83.

32. According to Stelzer, “The chore of explaining and
defending executive compensation is being made more dif-
ficult than need be by some corporate governance practices
in need of reexamination. In many cases such compensation
is set by board members who are themselves CEOs of other
companies, who are often selected by the executives whose
salaries they are to determine, and who are treated by those
executives to a variety of ‘perks,’ ranging from use of the
corporate jet to special pensions. When these board mem-
bers convene to decide just how much to pay the company’s
chief executive officer, it is not seen by outsiders as a meet-
ing of hard-nosed performance appraisers. And when they
are assisted in their deliberations by compensation consul-
tants who are also looking to the CEO for fee-rich assign-
ments setting up company-wide benefits plans, the problem
is compounded. And when corporate executives resist efforts
by the regulators to have them reveal the estimated value of
options they receive, and refuse to charge the present value
of that sum against current earnings, suspicions that this may
not be the most honest game in town understandably mount.”
“The Role and Governance of the Corporation,” remarks
delivered at the American Enterprise Institute’s World Fo-
rum, June 22, 1996.

33. See “Business Should Act for All Its Stakeholders
Before the Feds Do,” The CEO Series, no. 9 (October 1996),
pp- 5-7. I keep the author anonymous because, despite the
glaring faultI am pointing out, his record as a corporate leader
shows unusual courage and vigor in public argument. In this
particular lecture, moreover, he deliberately selected an ar-
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gument that (he judged) would persuade others in business,
who are not as tuned in on the substance of the issues as he
is. The fact that he felt an argument from appeasement might
be more likely of success, than simply laying out the chal-
lenge, sadly confirms the strength of the habit of appease-
ment.

34. Stuart Nolan, Patterns of Corporate Philanthropy: Pub-
lic Affairs Giving and the Forbes 250, preface by Malcolm S.
Forbes, Jr. (Washington, D.C.: Capital Research Center, 1994).
This study should be taken as indicative, not probative, since
corporate giving patterns are often closely held secrets. The
actual records of some firms may be “better”—or “worse”—
than the public materials available for this study suggest. Still,
critics agree that while its reports on individual companies
are unreliable because of the veil of secrecy, the study’s gen-
eral point is supported by a study of the actual funding re-
ceived by antibusiness institutions. By law, these funding
sources are made public in annual reports.
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