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Praise for Capital Evolution



“Capital Evolution offers a vision for achieving economic growth while revitalizing the middle class, promoting equity, protecting the planet, and overcoming political polarization.”


—Suzanne DiBianca, Chief Impact Officer, Salesforce


“At PayPal I learned firsthand that the invisible hand of the market doesn’t work for everyone. For too long, we’ve overlooked the plight of the working class and the result has been a society that is completely out of balance. In Capital Evolution, Seth and Elizabeth tell the compelling story of how and why capitalism needs to change. This is an important book for anyone who cares about the future of our economy and our democracy.”


—Dan Schulman, former CEO, PayPal


“In Capital Evolution Seth Levine and Elizabeth MacBride explore the long strange trip by which America has arrived at such a bewildering and precarious stage in its history. And having documented that journey, they go on to present a vision of an alternative economic future—Dynamic Capitalism—and the political and economic building blocks required to achieve it. Their insights, observations, and recommendations are not only fascinating and provocative but amount to an urgent must-read blueprint for restoring faith in business-centered capitalism—and even American democracy itself.”


—John R. Dearie, President, Center for American Entrepreneurship


“Tectonic shifts are reshaping capitalism. Capital Evolution brilliantly navigates this new world of complex change with fresh insight and sharp storytelling that is both pragmatic and optimistic. Levine and MacBride have written a blueprint for a more inclusive, resilient capitalism. Practical and forward thinking, this is essential reading.”


—David Smick, Global Macroeconomic Strategist and New York Times Bestselling Author, The World Is Curved


“Capital Evolution is a clarion call for us to join the movement to reimagine capitalism—interrogating our past, confronting our present realities, and putting forward new forms and alternatives to our current form of capitalism. Levine and MacBride nuance the ways that capital has shaped our American society and call us to be intentional about our individual role in shaping, evolving, and reforming capitalism versus succumbing to its ‘invisible hand.’”


—Nate Wong, Partner, The Bridgespan Group


“Over the past few centuries, capitalism has evolved to become the best economic system and wealth creation engine in the world. Seth and Elizabeth masterfully break down what is needed for its next evolution in this nuanced and timely book.”


—Javier Saade, Managing Partner, Impact Master Holdings


“Capital Evolution builds on the sharp analysis of The New Builders, offering a courageous and compelling road map for how capitalism can evolve to meet today’s challenges and shape a more resilient future. Levine and MacBride trace the roots and failures of neoliberalism—rising inequality, a decimated middle class, and deepening political divides—while presenting a hopeful alternative: dynamic capitalism. Defined as a renewed social consensus that prioritizes inclusivity, adaptability, and shared prosperity, this new framework centers long-ignored externalities like climate and equity as core business strategies. I finished the book feeling curious, excited, and ready to roll up my sleeves.”


—Kate Williams, CEO, 1% for the Planet


“An important and courageous book, this relatively brief 16-chapter treatise addresses changing tides surrounding American capitalism. As a former investor myself, I couldn’t be more hopeful about some of the early signs based on this reading.


MacBride and Levine have captured a burgeoning movement among elite finance professionals. The authors offer a slew of possible financial solutions to aiding and sustaining the rapidly diminishing American middle class. The challenges, according to authors MacBride and Levine, is agreeing on how concerns like shareholder value and stakeholder capitalism might realistically be extended to expand the social contract.”


—Pia Sawhney, Cofounder and Partner Emeritus, Armory Square Ventures
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To the tens of millions of people working in businesses big and small across America. We see you.


To Greeley, Sacha, Addy, and Amanuel for being exactly who you are.


To Lillie and Quinn, as always.










INTRODUCTION



If you ask people what the future of capitalism looks like, a surprisingly large number will respond with a question of their own: Is there a future for capitalism at all?


The last century saw American-style capitalism trounce communism as countries across the globe shifted toward freer markets. The world financial system and increased trade tripled the global middle class, dramatically reduced the number of people living in extreme poverty (and lifted a billion people out of poverty entirely), raised average life expectancy, and enabled unprecedented technological advancements.1


Despite these achievements, an increasing number of people question whether capitalism’s costs outweigh its benefits. In a world where many people feel trapped by their circumstances and where concerns about the environment are tied to the idea of consumption, “capitalism,” typically poorly defined, often receives the blame. What was once a near consensus around the benefits of the American free-market system is now the subject of meaningful debate.


We pointedly saw this in the 2024 election, where Donald Trump rode a wave of economic anxiety to reelection as president of the United States, capitalizing on a rising fear of globalism and a building populist sentiment. This was part of a broader worldwide trend in election after election away from incumbent parties, reflecting a clear sense among voters that something was wrong, even if they often couldn’t put their finger on exactly what that something was. We are living through a time when seemingly fundamental assumptions about the nature of our economy, as well as the United States’ role in the world, are being called into question.


The United States remains the world’s most successful economy, viewed in terms of GDP per capita, sustained GDP growth, and the innovation and profitability of our largest companies.2 Nevertheless, across the US political spectrum it’s now popular to question the foundation of our economic system and suggest that capitalism is irredeemably flawed. Polls find nearly half of young professionals, people you’d assume are on a comfortable upward trajectory through the global economy, have a negative view of capitalism.3 The number of people in the United States with a positive view of capitalism has declined by 8 percentage points to 57% in the past five years. Even in the worlds of academia and policy, where the idea that American-style free markets should rule the world has long held sway, capitalism is up for debate.


As two pragmatists with long careers in business journalism and international finance, we started working on this book when it became clear to us that the rules that had long governed the relatively staid world of business were changing. We were living in an era of “white rage,” in a “world on fire,” in which “greedflation” could lead to the “end of capitalism as we know it.”4 Business was taking on the cast of America’s fractious politics. Companies were responding to various critics by changing their hiring practices, acting to lower their environmental impacts, adopting long-term orientations, or, in some extreme cases, suing the government over the limits of its control. Many firms were being called out in the public arena, not just by activists advocating boycotts or pundits taking companies to task on political talk shows but also with threats of violence, even death, against CEOs and their families. Business decisions that had previously gone unnoticed or were relatively uncontroversial were suddenly subject to the weaponized language of politics. The role of business in our society was coming under growing scrutiny.


We witnessed these changes not just through our research but also firsthand. Companies Seth works with in his job as a venture capitalist started asking for advice in navigating what felt like a choice between staying focused on their business or bowing to the ever greater pressure—from peers, from employees, from society writ large—to weigh in on the social issues of the day. Elizabeth’s work as a business journalist and consulting at the World Bank brought her face to face with the fact that companies—despite growing in size and number—were not creating enough jobs, especially well-paying ones. Conversations in boardrooms and in leadership meetings had changed as more and more companies grappled with issues outside of their core scope of business.


Hidden Economic Pain


It was tempting to dismiss criticism of individual businesses, but the reality on the ground suggested to us that something more serious was happening. Americans are dying from opioids, alcohol, and suicide at rates so high, they are lowering the average US life expectancy.5 Black Americans and others continue to face steep economic obstacles because of systemic racism. Young people, the same ones dissatisfied with capitalism and ready to give it up entirely, are part of a generation that can’t afford to purchase a home or pay off their college debt—a generation that spends hours immersed among the doomsayers of social media.6


For more than two years, we read, researched, debated, and talked about the future of the American economic system with the smartest people we could find, including the CEOs of some of the world’s largest companies, academics, researchers, policymakers, business owners of all stripes and political persuasions, and workers at every level of the corporate hierarchy. This research led to surprising conclusions and changed our perspectives about the challenges facing our country. One point that felt less surprising than inevitable after our years of research, however, was that the rise of the populist wing of the Republican Party and the return to power of Donald Trump were the outcome of decades in which both political parties ignored the economic issues facing the middle class. While this is not a book about politics, much of what we discuss in the pages that follow can provide answers for people across the political spectrum trying to better understand how we landed at this moment in our history.


As we researched this book, we came to realize just how little we understood the immense challenges many people face while navigating life in America. Elizabeth heard from her two sisters, both public high school teachers, about the strain placed on school systems that are being called upon to cope with rising tides of economic pain. In the suburban district where one of Elizabeth’s sisters teaches, so many families are losing their houses that the principal developed a form letter to notify teachers. Imagine being newly homeless at the age of 16 or 17; imagine being the parent of that child; imagine being the teacher asked to grade a student who has no place to sleep at night. We could see and feel that basic systems across our economy and society were no longer working for most Americans. It’s surprising to see this side of America if you’re from Washington, DC, or Boulder, Colorado (where we both live), or from one of the relatively small number of cities that have thrived over the past 50 years.7 As a population, we are becoming more insular in our relationships, largely spending time with people who look and think like we do, while consuming media that confirms our worldview. The information ecosystem has changed so much that most local newspapers, which previously filtered news up to the national stage, have all but disappeared as sources of real reporting. Many of us don’t see the true picture or the wider context. In a country of some 340 million, despite the robust economic statistics, tens of millions of people feel insecure and find it impossible to get ahead.


These factors created the conditions for the emergence of Donald Trump’s style of populism and help explain the broad coalition that came together to support his reelection in 2024. Failing to understand these factors—or worse, dismissing them entirely—serves only to fan the flames of the populist movement that is taking shape across America and other parts of the world. Indeed, doing so only bolsters the movement’s main arguments.


By nearly every measure, inequality is heart-poundingly high. If you’re the kind of person who worries about revolutions, you may be concerned. Between 1978 and 2018, CEO compensation increased by more than 900%, while worker compensation rose by just 11.9%. Across the United States, in land that was once derisively known as “flyover country,” factories are slowly disintegrating into hillsides and the vinyl is peeling from houses in once-middle-class neighborhoods. Though there are signs of hope in these places and plenty of humanity—a new small business opening its doors, a neighborhood block party, a new state park—many people inhabiting these communities appear to be filled more with American Exhaustion than the American Dream.


It may surprise you that against this backdrop, we emerged from writing this book with a feeling of optimism. We see a path forward—one that addresses the inequalities that the last 50 years have created and capitalizes on the unique strengths of the American economy and the American people. Yet one of our first conclusions was how much America still needs capitalism. It is the most nimble form of economic governance yet discovered, and the best system devised for funneling resources to good ideas. It can be, and often is, a force for progress and for good in the world. As we heard from leaders from across the country and across the political spectrum, we cannot solve the world’s daunting problems without the speed and efficiency of functioning markets. America also needs to rebuild and protect its middle class, which is one of our greatest assets and the foundation of any stable democracy. This is both a moral and a practical imperative. Capitalism can and should deliver a rising standard of living and a chance at happiness for the people living under it.


Capitalism Can Change


Our second conclusion was that capitalism can change—and needs to do so. It may surprise you to hear that capitalism itself is in the midst of a transformation and, in fact, doesn’t have a fixed definition. We’ve all but taken for granted that unfettered free markets, limited government, and a laser focus on sending profits to company owners are what define capitalism. But that’s not actually the case. Capitalism has existed in different forms across time and geographies and with different emphases on labor, capital, and productivity. We needn’t be limited by old ways of thinking. Nor do we have to completely tear capitalism down and replace it with something altogether different to address our current challenges.


The problem with our current system isn’t capitalism itself. Instead, it’s the kind of capitalism we’ve been practicing that is.


For more than 50 years, the US form of capitalism has been dominated by a singular set of ideas, known as the “Washington Consensus,” “neoliberalism,” or “Friedman-style economics,” that latter two of which are how we’ll generally refer to it in this book. These ideas were outlined by Milton Friedman and his peers and disciples, and evangelized most famously by Ronald Reagan. Capitalism—defined by neoliberalism—feels like it’s always been this way because for many (if not most) of us, it has.


But the neoliberal era is coming to an end. What replaces it is up to us, but in these pages, we describe a new consensus emerging, what we term “Dynamic Capitalism.” In fact, this is our third broad conclusion: that a new system is already taking shape. Dynamic Capitalism acknowledges the more complex world in which we live and, importantly, recognizes that businesses are the most powerful actors in our new economy—in many cases, more powerful than governments. The fact that America’s most successful companies have more power to shape people’s lives than our elected officials is a problem. So, too, is the expanding power of a very small number of ultra-rich, generally unaccountable business leaders.


We should not be surprised that this is the current state of affairs. Indeed, Donald Trump’s election can be seen as the culmination of the past 50 years of rising corporate power and a fractured and inefficient government. Trump is a leader who rose to power entirely through the business and entertainment worlds by virtue of his mastery of today’s information systems. He is a curious figure to have emerged at the cross-roads of a change in how we view and practice capitalism. In many ways, he’s a symbol of both the old guard and the new, embracing aspects of the neoliberal worldview of limited government and unfettered markets while also taking up the populist mantle and calling out how the past 50 years have harmed many Americans, especially the middle class. His complex relationship with neoliberalism mirrors society’s broader uncertainty at this pivotal moment, as long-held beliefs are being challenged and reevaluated.


When we viewed American capitalism through this lens, it became clear why so many people are questioning whether our current economic construct is sustainable and why, in turn, their dissatisfaction has launched us into a period of transition and upheaval. Our country is at a transformative moment, one that offers meaningful opportunities to rethink existing systems and structures while reconsidering the relationship among companies, consumers, and government. But this transition is also fraught with challenges and faces resistance from those with an embedded interest in the status quo or for whom change simply feels too risky. As we continued our work, tracing the patterns of this change became our quest.


Throughout Capital Evolution, we’ll introduce some of the people grappling with the new American economy. The complexity of today’s business world presents an opportunity for skilled, pragmatic business leaders, as well as land mines for those who struggle to find the appropriate balance among the multiple stakeholders they must consider when making decisions. Profits remain important, but the success of a business—the responsibility of a business—doesn’t end there. Dynamic Capitalism will reward leaders who are grounded in their values, who can express those values clearly to guide the organizations they lead, who avoid toxic politics, and who can engage people who have a variety of views and ideas. It recognizes that government is neither the problem nor the solution to most of society’s challenges, but unlike neoliberal capitalism—which in many ways views government as the enemy—Dynamic Capitalism looks more pragmatically at government interventions in our economy. In most cases, we believe that the role of government should be limited to the smallest imposition necessary to obtain the desired outcome. Still, government clearly has a role to play in our economy as a facilitator of Dynamic Capitalism and an enabler of the free movement of labor and capital.


At a certain point in our research, we paused to ask a basic question, one that has echoed across the country for a decade or more: How did we get so divided? Capitalism has evolved in the past, but rarely are transitions so disruptive that they seem to threaten the foundations of our union. As we looked deeper into the past for answers, we discovered echoes of our current reality.


Capital and Labor


Although the 2024 presidential election wasn’t explicitly framed in these terms, much of the core debate centered around the dynamic between capital and labor and the resulting consequences for our economy. We’ll explore this connection and discuss ways we and others are thinking about how to reshape this dynamic while addressing key challenges facing our rapidly shrinking middle class.


When we started writing this book, we didn’t realize that we were already part of the movement to transform capitalism. The process of researching and writing was revealing, both because it changed many of our initial views and also because it put a more structured framework around a set of loosely knit ideas each of us had been pondering for years. This book is a call for other business leaders to consider where they stand and to be more conscious about their actions. It is a call for political leaders to acknowledge the changes that are taking place across our economy and to better understand the underlying reasons for them. It is a call to managers and employees to take up the mantle of change and embrace their agency and power.


The success of Dynamic Capitalism—and ultimately, the United States—will require us to travel outside insular bubbles, embrace core values, think longer term, form new coalitions, and recognize that America faces meaningful challenges to the economic primacy we’ve enjoyed for much of the last century. We hope this book becomes a call to action to push Dynamic Capitalism ahead while avoiding the temptation to roll back many of the changes already starting to take hold across our economy. Our concern is primarily with the business sector because that’s where our expertise lies, but more importantly, because after 50 years of shrinking government, business has in many ways become the most functional power in the world. We’re not here to dictate what business leaders’ ethics should be—there is plenty of room for differences. However, businesses and their leaders clearly must be driven by a clear set of values to successfully navigate an ever more fraught world.


A New Era for a More Complex World


We stand at a crucial moment of reckoning for America, as the world’s economic leader. We must take decisive steps toward revitalizing our dynamic economy. A strong middle class is essential for driving the consumption of goods and services, while an educated population is vital for building a skilled workforce. As businesses and their leaders move beyond the shareholder-first model that has dominated the past 50 years, more organizations, managers, and employees are openly bringing their values into the workplace. These values are diverse and increasingly reflect broader societal issues, including the environment, the boundaries of free speech, and reproductive rights—many of which take on a distinctly political cast.


Change is taking hold among businesses, both big and small. Among established companies and startups. In the US and worldwide. In fact, we found the beginnings of a consensus emerging—one that often spans political divides and is spreading across businesses of all shapes and sizes. Dynamic Capitalism is a journey of fits and starts, one that is clearly not a straight line nor unfolding in perfect unison or harmony. However, the next era is unfolding both in America and globally, and it will shape our lives for decades to come.










Section I



UNDERSTANDING CAPITALISM










Chapter 1



STANDING AT THE PRECIPICE


Jamie Dimon is one of the most famously diligent executives in American business. He has to be. Dimon leads one of the world’s largest banks, a behemoth with 320,000 employees in 100 countries that moves $10 trillion daily. JPMorgan Chase is so large that when there’s a run on a regional bank, Dimon gets a call for help from the US treasury secretary. The last time it happened was in 2023, resulting in JPMorgan leading a private-sector bailout of First Republic Bank.


Every week, Dimon runs risk scenarios to test JPMorgan’s resilience amid global events: interest rate increases, bank defaults, global pandemics, and any number of other negative externalities that could have meaningful consequences for the company’s business. That’s because Dimon recognizes that JPMorgan, which has roots in the Industrial Revolution that helped America become the world’s superpower, is more vulnerable than it may seem. Though it is among the world’s largest banks, it is the only US bank among the world’s five largest (the other four are Chinese banks—a testament to the size of the Chinese economy). Because JPMorgan banks small business owners, homeowners, and depositors across America, it is vulnerable both to the myriad factors that affect its customers’ well-being as well as the US economy more generally. Dimon described to us how this position allows him to see firsthand the challenges of those who are struggling to keep a toehold on the American Dream, pinched on one side by reduced job prospects and on the other by rising costs of living, all while stretched thin with debt.1 More than almost any other kind of business, banks are tied to the health of their communities. And Dimon’s identity ties him even more to the success not just of JPMorgan but of America.
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Figure 1. Source: S&P Global.


Back in 2019, he was the chairman of the Business Roundtable (BRT), a group of America’s top corporate executives and one of the world’s most quietly powerful lobbying groups. From this position, Dimon led a change that would become a flashpoint in an increasingly politicized debate about the role of corporations in our society. In hindsight, this period during the first Trump administration was a turning point between the previous world order, governed at least on the surface by democratic norms and mid-20th-century institutions, and an era in which large businesses have a much bigger and more overt role in our society. Of course, large companies have exerted influence on American life for decades. But over the past five years, it has become clear just how much business has become the dominant force in our society, holding sway over many of the critical issues of our time.


Companies have long been the beating heart of capitalism. Their purpose and structure have had a singular focus for the last 50 years: short-term profits delivered to shareholders. Dynamic Capitalism asks us to reconsider this focus. How should we create market-based systems that fairly distribute the profits of corporations to a wider base and that take into account longer-term measures of success? Put succinctly, if the biggest economic question of the last 50 years was about the role of government in the economy, the biggest question of the next 50 will be about the role of business in our economy.


Optimists by nature, we have called the new systems that are emerging “Dynamic Capitalism.” But the contours of these systems—and its winners and losers—are still in question. It is the nature of these new systems that we will explore throughout this book.


The Purpose of a Corporation


When Dimon was chair of the BRT, he was approached by a columnist from The Washington Post, Steve Pearlstein, who challenged him about the Roundtable’s then-definition of the purpose of a corporation. It seemed, according to Pearlstein, to have become out of date. Ultimately, Dimon and the CEOs of the BRT responded in a way that both changed 50 years of near-universal dogma and effectively asserted their position as the dominant force in American society.


Pondering Pearlstein’s question, Dimon went back to read the BRT’s Statement of the Purpose of a Corporation. At the time, America’s rising political fractiousness was becoming tougher for JPMorgan and other companies to navigate. Every remark that Dimon made was parsed for its political implications. Activists on both sides of the political spectrum combed JPMorgan’s public filings and press releases and scrutinized every business decision, looking for things they disagreed with. Environmentalists criticized JPMorgan for not being eco-friendly; at the same time, when the bank added renewable-energy projects to a portfolio that included plenty of fossil-fuel-related businesses, a raft of conservative state attorneys general went after it for not sufficiently supporting oil and gas.2 The bank was being called upon not only to shore up the Treasury but to be a leader on economic and social issues as well.


The BRT’s Statement of the Purpose of a Corporation had changed a few times over the years but generally made clear that the primary role of a corporation and its managers and directors was to maxamize profits to shareholders. Since the early 1970s, this idea has been central to American capitalism. “The paramount duty of management and of boards of directors is to the corporation’s stockholders,” the most recent BRT statement read.3 Shareholder primacy, as this idea is known, leaves corporations free of responsibility for anything but profits.


In reality, of course, the idea of shareholder primacy has always been somewhat of a myth—at best, imperfectly practiced but, more realistically, completely unattainable. Corporate executives are human; their decisions are subject to many factors, only one of which is the bottom line. They hire their friends or are reluctant to lay people off. CEOs keep factories in their hometowns, make ego-driven bets, and engage in corporate buyouts to help companies run by CEOs they know. Corporate boards approve compensation packages that don’t pass the test of reasonableness. Most corporate decisions are driven to some extent by emotion and bias (both good and bad). This is the reality of how business works, even if some would prefer more black-and-white thinking.


But for the past 50 years, shareholder primacy has been the central idea underpinning America’s approach to business. To Dimon, this seemed to be hopelessly simplistic. When he or CEOs like Mary Barra of General Motors, Mark Zuckerberg of Meta, or Harold Hamm of Continental Resources come to work, they worry about competition, globalization, and whether their companies will be around 10 years from now. “CEOs walk into the office every day,” Dimon told us. “You think about ‘How am I doing for customers? How’s my product and service versus the competition? How do I get my employees better trained, with better products, better services, better equipment? How do I compete in the other parts of the world?’ Shareholder value is an outcome of all of that . . . And matter of fact, if you do any one of those things poorly, you fail.”4


CEOs get paid to look around corners and ensure their companies are successful in the long run. This involves understanding a complicated landscape that encompasses not just shareholders but other stakeholders. Recognizing this, and the overly simplistic reasoning of the BRT’s then current Statement, Dimon began lobbying his fellow CEOs for an update—one that would reflect the reality of an increasingly complex business landscape. What he saw around the corner were new risks that required a new approach.


As a result of this work, the Roundtable released a new and updated Statement in 2019, signed initially by 181 member CEOs and eventually by nearly all the 200 or so BRT members (the BRT doesn’t publish its precise number of members). “Americans deserve an economy that allows each person to succeed through hard work and creativity and to lead a life of meaning and dignity,” said the new statement. “We commit to deliver value to all of them, for the future success of our companies, our communities and our country.”5


The Measure of Success


The problem the CEOs were trying to tackle wasn’t just a superficial concern over politics. The politics of blaming either “white men” or “immigrants and DEI” was obscuring a much more complicated story. They were aware—as many leaders across society have been—of the broad decline of dynamism in the American economy and the risk this decline poses to our shared future. Dynamic economies develop and embrace new technologies at higher rates, weather economic disruptions better, and bounce back faster from recessions. Dynamic economies benefit from the greater movement of people and their ties to broader communities. They create more and better jobs while offering greater career advancement opportunities, chances to start companies, and ways to capitalize on new ideas and inventions. Dynamic economies are especially good at creating job opportunities for marginalized workers, setting them on a course to advancement. Ultimately, dynamic economies use free market systems to deliver a better quality of life for the vast majority of people, not just those who are already advantaged.


We often celebrate America as a land of opportunity, where hard work and industry come together in the notion that anyone, anywhere, can become successful here. It’s why so many people from across the globe fight for the opportunity to immigrate to the United States. But today, America is losing the broad-based economic dynamism that has been such a defining feature of our economy. In 1940, 90% of children would go on to outearn their parents; today, only 50% of millennials (those born between 1981 and 1996) are expected to do the same. It’s now easier to climb the economic ladder in Sweden, Germany, France, and Japan than in the United States. The richest 1% of households had 15 times the combined wealth of the bottom 50% in 2021. That same 1% holds about one-third of the country’s assets. And the gaps may widen as the top quintile of earners take an ever larger share from everybody below.6 This declining dynamism has had negative repercussions for large segments of American society, harmed our democracy, contributed to rising polarization, and undermined American business interests.


Shareholder primacy and the idea that businesses could focus on short-term profits alone, leaving the responsibility for the rest of society up to institutions and government, won the latter part of the 20th century for America and helped create some of the largest companies in the world. But what the CEOs of the Roundtable realized was that what worked in the 20th century wasn’t working in the 21st. Their new Statement challenged 50 years of corporate dogma and suggested that rather than shareholders being the sole beneficiaries of a business, companies should consider a broader set of stakeholders, including employees, vendors, and communities.7 If society was struggling to function, business would have to step in.


Although the statement seemed innocuous on the surface, it ignited a firestorm. In retrospect, that’s because it signaled a critical change of philosophy for many in the business community, and the start of a new era. In essence, the Roundtable CEOs were calling for a new form of capitalism—an evolution from the overly simplistic black-and-white thinking of neoliberalism to something more nuanced, less rules based, and more long-term oriented, in which business leaders had more responsibility and more power as unelected decision makers. Capitalism has always been more fluid than many give it credit for. Norms and laws shift within the business community and in relation to governments and society. Society evolves and ebbs and flows, as do the constructs that underpin it.


Academics and activists on America’s political left dismissed the BRT’s shift as merely performative—words on a page that were unlikely to bring about meaningful action. Meanwhile, America’s right-wing political community took the move differently: They hated it. Conservative activists criticized the Roundtable CEOs for bowing to political correctness and labeled them “woke,” a moniker soon championed by the political right to encompass any move by corporate America they disagreed with. Some extremists targeted signatory companies for boycotts and singled their leaders out as anti-American. In at least one case, which we’ll talk about in chapter 2, a CEO’s family received death threats.*


In retrospect, shareholder primacy and the old system of capitalism rest on three assumptions that have been growing ever shakier: (1) that companies will create enough decent-paying jobs to support communities (and that people holding those jobs will, in turn, rear law-abiding citizens and consumers), (2) that stockholders are reasonably rational and reward companies that are well managed, and (3) that government is strong enough to police a sufficiently fair market (and that markets also self-govern and prevent bad actors from running rampant). When assumptions as basic as these come into question, economies lose their dynamism.


By 2019, as Dimon and his fellow CEOs debated the role of corporations in our society, all of these assumptions were being called into question. The introduction of new technologies in recent decades has divided labor markets, in which the skills of a few people, including CEOs, engineers, and other “thought workers,” have become more valuable, while the skills of many others have become less so—a trend that appears to be accelerating. The breakdown in information systems and the proliferation of unreliable information made it harder for people to make informed decisions about companies and their governance (or anything, for that matter). And the US government, weakened after decades of creeping corporate power, was failing to police monopoly and other forms of entrenched influence, resulting in fewer innovative companies reaching the market. Power—both corporate and governmental—was becoming ever more concentrated. Many Roundtable CEOs felt deep conviction over their role as longer-term stewards of their businesses and the key stakeholders surrounding them. Many also likely recognized that this moment granted them an opportunity to become even more central actors in not just our economy but also our society as a whole.


Examining the roots of this next phase of capitalism, as we do throughout the book, showed us that the hue and cry over “woke” capitalism is more political than substantive. The actual conflict is better described as between those who make decisions for their short-term interests—safely ensconced in the cozy rationale that the “markets know best”—and those whose orientation is more long term. Between those who delude themselves with simple thinking and those who see the complex fabric that comprises our business and social landscape. With America teetering on political dysfunction and authoritarianism rising worldwide, companies and business leaders have been shifting for some time to assume more responsibility for their communities—in ways both recognized and more subtle, and in ways you may or may not agree with. This change in business culture has often been dismissed entirely or turned to political ends. The BRT’s action should have sparked a conversation about these changes, but instead, it became one more sign that we’re on a knife’s edge. Rather than an honest dialogue about the future of capitalism, it created a stalemate between a left wing that sanctimoniously wants to jettison capitalism—in favor of what is never clear—and those on the right who refuse any discussion about changing it. Political division is common in American life and history. But what was uncommon about this moment was that the politicization of our national conversation infected the business world and the ability of change makers in our culture to find consensus or compromise. With democracy and broad prosperity so inextricably linked, doing so is critical.


Why We Need Dynamic Capitalism


All of this change and uncertainty adds up to an environment fraught with challenges, which have only grown as the second Trump administration has unfolded. Leaders swimming in a sea of change need to understand it better to navigate this moment successfully. As a society, we are struggling to find a consensus, if such a thing is even possible in our current state of political instability and unrest. But, having talked to dozens of business leaders, academics, politicians, workers, and researchers, we believe such a consensus about the future of our economic system is starting to emerge, based on the ideas of opportunity for more people, expanding ownership, limited government, and a more cautious stance to global engagement (although not an overly protectionist one, as some have argued for). Seen through this lens, the turmoil unleashed by President Trump in his second term is a sign of neoliberalism in its end state. A populist, militaristic leader has created a Frankenstein version of neoliberalism, with a smaller government used as a tool to punish opponents and reward allies. But the forces at work today, and the potential for a new consensus, are larger than any one leader.


In the first part of this book, we describe the birth of neoliberal capitalism and how we arrived at our current contentious moment. Importantly, we’ll directly address whether capitalism is inherently exploitative and argue for why we think the best path forward lies not in replacing free markets but embracing them. In the middle of the book, we explore the roots of our division and the history that brought us to this moment. We’ll then turn to the stories and strategies of those leading the movement toward Dynamic Capitalism and the various ways they are working to shape a new narrative. We pay special attention to the challenges of being a corporate leader in an environment where there is rising pressure to speak out on issues that don’t necessarily relate directly to a company’s operations. Relatedly, we’ll discuss a few notable controversies that occurred when CEOs have waded into public discourse and debate.


Certainly, the government has a role to play in our path forward, but the changes brought about by Dynamic Capitalism need to be bottom up, not top down. We’ll talk about the role of government in shaping (as well as staying out of the way of) this new system. Given the fossil fuel underpinnings of our economy, we’ll also address questions about climate and how Dynamic Capitalism must help us move away from a dependence on extractive technologies while recognizing that this transition needs to be undertaken carefully and thoughtfully. The free flow of capital is critical in any capitalist system, but our current system is becoming ever more concentrated, with a small number of firms wielding unprecedented power, supposedly on behalf of their underlying investors. We’ll question that assumption and propose ways to rethink the relationship between investors and the intermediaries who control the vast majority of investment funds.


One of the most interesting ideas we encountered in our research is the need to develop more of an ownership economy. We will discuss various ideas to promote this concept, including devoting a full chapter to ideas centered around creating more owners and capitalists. This is important as new technologies, including artificial intelligence and quantum computing, continue to replace jobs. In the book’s last section, we’ll offer suggestions on how to encourage and shape Dynamic Capitalism, including policy prescriptions and opportunities for individual action.


The Path Forward


This is a heady book, but we’ve done our best to make it approachable. Neither of us is an economist, and because of that, our treatment of the underlying economic issues is more common sense than academic.* Like you, we are concerned citizens who want to better understand how we came to this moment and how we move forward—together.


New eras arise from the remains of old ones and weave together threads of the past to create a new fabric. In the coming pages, you’ll meet some of the leaders and ideas coming together today, from Silicon Valley to Rochester, New York, to Washington, DC. And we hope that you’ll recognize, as we did, that you have the power to be a part of this change. In fact, you may already be.





*See the next chapter when we introduce Dan Schulman from PayPal, a signatory of the new BRT statement, who told us about the death threats he faced after some of his controversial decisions.


*That said, we talked to a number of economists in our research for this book.










Chapter 2



THE BEAUTY AND FALLACY OF MILTON FRIEDMAN


In 2019, Dan Schulman, then CEO of PayPal, asked for a report on how the company’s employees were doing to help him prepare for a town hall–style company meeting. As he looked through the pages of the report, he was shocked. Many of the company’s 23,000 employees, particularly those in entry-level jobs or who worked in PayPal’s call centers, were clearly struggling.1 Some were choosing between health benefits and putting food on the table. One customer service representative in Omaha was selling his blood plasma twice a month in an attempt to make ends meet.2


Schulman was stunned. He’d thought of PayPal as a company that treated its employees well. And he thought he’d been doing his job by benchmarking the company’s compensation against its competitors’. Schulman’s thinking at the time, which mirrors that of many executives and board members, is telling. He assumed that markets work. That if PayPal was meeting or topping its competitors’ pay, everyone was fine.


“We all have a dependence on market data,” he told us. “We benchmark on market data. That’s how all compensation elements are done. If you’re paying at or better than what your competitors are paying, and you’re able to attract the best and most highly skilled workers, then obviously your odds of being a successful company improve. But after we surveyed our employees, I really realized that certain elements of capitalism needed an upgrade, that the hand of the market does not work for everyone.”3


Across the country, hundreds of thousands, if not millions, of business leaders share the thinking that if the free market dictates it, it works.4 You can trace this widespread belief back to Milton Friedman, whose ideas have dominated boardrooms and corporate executives’ mindshare for the latter half of the 20th century and into the 21st. This ideology doesn’t question the primacy of “markets” and certainly does not encourage corporate leadership to question prevailing wages (Friedman was famously against a minimum wage, for example). What is good for shareholders, the Friedman view espouses, is good for everyone.


Schulman ultimately rejected the black-and-white idea that he and the company should leave it up to the markets to set wages; in his view, the markets had failed. With the approval of his board, he came up with ways to set pay and benefits that fall into a much grayer territory. His actions were dictated partly by what he believed to be his greater responsibility, but also by his vision for the kind of company he wanted to create. These changes—which included paying many workers weekly instead of bimonthly, boosting the company’s contribution to healthcare costs, and raising compensation—not only impacted tens of thousands of PayPal workers but also served as a model for other businesses. He described it as one of the most important things PayPal and its board did during his tenure.


In America, Schulman and other CEOs are on the front lines—and as the death threats he and others have experienced show, “front lines” is more than just a metaphor—in one of the most important and contentious battles of our times. In that fight, there’s no more symbolic or polarizing figure than Milton Friedman.


Some people see Friedman as a hero whose 1970 manifesto clearly articulated a worldview that accelerated capitalist ideals and economic freedom around the globe. Others see him as a villain whose cynical and single-minded view of how companies should act led to the collapse of responsibility in the business world, accelerated climate change, and sparked massive social and political inequality. Because of the immense impact of Friedman’s philosophy on generations of business leaders, it is important that we take a moment to better understand this thinking, and especially the context in which his ideas were born and the conditions in which they spread.


The Friedman Doctrine


Friedman is most closely associated with the idea that the sole focus of every business should be to maximize shareholder value—“shareholder primacy.” His seminal 1970 essay, published in The New York Times, described his rationale for why businesses and their leaders should only focus on maximizing returns to owners.5 The title, “The Social Responsibility of Business Is to Increase Its Profits,” aptly describes his views on the subject. Friedman argues this point emphatically:




In a free-enterprise, private-property system, a corporate executive is an employee of the owners of the business. He has direct responsibility to his employers. That responsibility is to conduct the business in accordance with their desires . . . the key point is that, in his capacity as a corporate executive, the manager is the agent of the individuals who own the corporation . . . and his primary responsibility is to them.





Friedman believed that an executive spending company money on social causes is, in essence, spending somebody else’s money for their own purposes:




Insofar as [a business executive’s] actions in accord with his “social responsibility” reduce returns to stockholders, he is spending their money. Insofar as his actions raise the price to customers, he is spending the customers’ money. Insofar as his actions lower the wages of some employees, he is spending their money . . . What does it mean to say that “business” can have responsibilities? Only people can have responsibilities.





His work, and that of other economists at the University of Chicago, became the foundation of neoliberal capitalism, representing a shift in thinking about how the economic system should express society’s values. Neoliberal capitalism is centered on the idea that human well-being can best be advanced by a combination of social and economic freedoms, characterized by strong private property rights, free markets, and free trade.


After Friedman’s essay, neoliberal capitalism emerged as the dominant definition of capitalism around the world. It was initially spread by Ronald Reagan and Margaret Thatcher, but since then, it has been advanced by many academics and politicians from across the political spectrum. Based on America’s strong track record of economic growth, and buoyed by the international financial system that America has a dominant hand in maintaining, countries worldwide adopted the ideas Friedman and his neoliberal peers advocated.


Friedman in Historical Context
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