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Introduction

American society is defined by deep and widening inequalities: inequalities of income, wealth, and
power, by race, ethnicity, gender identity, sexual orientation, age, region, disability status, and
immigration status. These inequalities are deeply rooted in white supremacy and colonialism, and
reproduced by the capitalist system of exploitation that underlies the economy. They also run

counter to the tenets of democracy, which promise that everyone has a chance to be heard.

The framework of economic democracy provides a vision of shared ownership and decision-
making that promises to address these deep inequalities. It establishes a goal of shared power
between governments, communities, workers, and companies. Though it builds on centuries-old
ideas, growing numbers of advocates and scholars are seeing the relevance of economic

democracy to today’s challenges.

This brief intends to provide a shared understanding of this framework, which can act as a
foundation for further conversation. It begins by providing context on current economic and
democratic crises and laying out the framework of economic democracy as a means of addressing
them. It then introduces three areas of focus that solve for the challenges we face: expanding
public options of goods and services, building power for workers and communities through

shared ownership and co-governance, and rightsizing corporate power.

Crises of concentrated economic and political power

Our society is characterized by two interrelated crises that perpetuate oppression and concentrate
power in the hands of a few. First is an economic crisis of widening inequalities—of income, wealth,
and economic decision-making. Intertwined with it is a democratic crisis, reflected in

concentrated political power and the decline of American democracy.

The U.S. faces massive economic inequality. The top one percent of earners make 14.6 percent of
all income, while the bottom 90 percent receive just 58.6 percent.! The top one percent of

households hold 32.3 percent of all wealth, more than the bottom 90 percent combined, who hold
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31.4 percent.2 Economic inequality intersects with racial inequality, with Black and Brown
households earning on average half of what White households earn and having less than 20

percent of the wealth.3

Inequalities among firms parallel those among households. Corporate concentration over the last
century means fewer firms control larger shares of the market, with the top one percent of
businesses now owning 97 percent of all business assets.# This concentration has contributed to
stagnant wages for workers> during the same period that unionization—which affords workers
the power to negotiate working conditions with their employers—has been cut in half. ¢ It also
stifles small business growth and has contributed to declines in new business formation.” It has
been particularly problematic for Black entrepreneurs,8 reflected in a 12 percent decline in the per

capita number of Black employers since 1997.°

The concentration of income, wealth, and corporate power corresponds to concentrated political
power. As corporations have consolidated, their political spending has increased, 10 especially
since the 2010 Citizens United Supreme Court case allowed unlimited political spending.1? When
corporations shape politics, public policies do not necessarily serve the public good, contributing
to a disconnect between government and the public. In 2022, 64 percent of people reported
fearing that American democracy was in crisis,2 and trust in government is half what it was 60
years ago.13 The free and fair elections that democracy rests on are in question,# and states have
introduced a flurry of voter suppression laws that disproportionately prevent Black and Brown
Americans from voting.15> Around the world, political scientists note a rise of authoritarianism, an
extreme form of political concentration in the hands of a strong central government.1¢ Together,
the crises of economic and political concentration create a culture of insecurity and instability that

impedes long-term vision-setting and big-picture solutions.

Problem Solution
The concentration of power and A system in which both the power
resources across society deepens to make decisions and the
inequality. ownership of resources are shared

across a community.

&\ EO F Economic Democracy: A Framework for a More Equitable Future | 2

Economic Opportunity Funders



How we got here

The current economic and political crises in the U.S. are rooted in the systems of colonialism and
slavery upon which the country was built. Concentrated power and resources are inextricable
from these systems. They have also been exacerbated and justified over the past half century by
the framework of neoliberalism, which emerged in the 1970s as the cornerstone of economic
policy. Neoliberalism reveres markets as the driver of prosperity, calling for drastic reductions in
taxation and the absence of government intervention.1” It measures success by stock prices and
sees poverty as the result of personal
Economic democracy is a system in failures. By failing to acknowledge how
markets are shaped by and contribute to

which both the power to make decisions

X systems of racism, sexism, and
and the ownership of resources are

colonialism, neoliberalism allows them
shared across a community. to continue while also justifying their
persistence as the result of supposedly
neutral market dynamics, rather than the choices and actions of people with power.18 To undo
decades of neoliberalism and begin to dismantle the systems of oppression that have shaped the

country, we need a framework that addresses, examines, and shifts power.

Economic Democracy: A framework for the future

Economic democracy is a system in which both the power to make decisions and the ownership of
resources are shared across a community. A full range of stakeholders decide together how to
meet and manage collective needs, and collectively own the resources needed to do so. Since
resources and power in a community are inextricably linked, a concentration of resources
concentrates power, which prevents democratic participation. As a system, economic democracy

focuses on shared ownership of resources as a necessary precondition for full political democracy.

This definition was informed most strongly by the Bronx Cooperative Development Initiative and

Center for Economic Democracy.
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The term “economic democracy” holds several strengths. It recognizes how economic and
democratic crises are inextricably linked, while focusing on the participatory nature of solutions
and relating to the immediately actionable realm of economic policy. It is, however, still imperfect.
It can sound inaccessible or elitist, having been most referenced in academic settings.

Furthermore, it reifies economics as the dominant discipline of policy.

There are many people and groups working on relevant issues who use different terminology, and
who may not put their work under this umbrella.i We respect these differences and support a
broad ecosystem of solutions. What is far more important than the terms used is a clear and
shared vision, and for actors across sectors, disciplines, and communities to be able to speak to
one another and learn from each other’s work. Toward that end, our goal in this brief is not to
advocate for the term “economic democracy,” but to establish a shared vision for which this term

is a shorthand.

Given the vast scope of the vision of economic democracy, we have identified three specific areas

of focus to give direction and point toward action. They are:

¢ Expanding public options;
¢ Building power for communities and workers; and
¢ Rightsizing corporate power.

Each of these solves for a particular manifestation of the concentration of power and resources
across society: the privatization of public goods and services, the elimination of pathways to
power for workers and community members, and intense corporate concentration. They are also
all grounded in a larger goal of building power in communities, especially those who have been
marginalized and silenced, including Black and Brown communities. Additionally, these are not

entirely distinct buckets of work, but rather broad areas of focus with many intersections.

i Systems, frameworks, and ideas that have much in common with economic democracy include democratic socialism,
liberation economy, ownership economy, and participatory economics. Each of these has its own history, literature, nuances,
and debates, which fall beyond the scope of this brief but have potential to inform our vision.
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Individually, they reflect the range of approaches that can contribute to a vision of economic
democracy. Together, they show how a comprehensive and multifaceted set of solutions is needed

to reach that vision.

Expanding public options

Heeding the call of neoliberalism, government has privatized growing numbers of public goods
and services in recent decades, impacting everything from tax collection to educational testing to
waste collection.1® The process of privatization, in which ownership and control of goods and
services intended to serve the public are transferred to private companies, leads to higher costs,
less accessible services, and lower wages for workers, directly contributing to widening
inequalities.2? Owners and executives of private companies are incentivized to reduce costs and
cut corners, managing in the name of profit rather than the public good. Meanwhile, everyone else
loses not only the ability to influence these goods and services, but all too often basic access to

them as well.

Public options are goods or services that are publicly owned and available to everyone, like public
schools, the postal service, and libraries. They have existed for centuries but are garnering
growing support as a solution to today’s crises. Advocates and innovators are working on public
options for utilities, healthcare, banking,
When thoughtfully designed, public workforce development, grocery stores,
housing, childcare, and more. To be

options can ensure that everyone can

. accountable to the public, public options
access key goods and services and that
should be fully funded through taxes.

these goods and services are responsive They also need to adopt co-governance
to community needs. models that engage communities in the
design and administration of services,
given the government’s historical record of exacerbating inequalities, especially for communities
of color. When thoughtfully designed, public options can ensure that everyone can access key

goods and services and that these goods and services are responsive to community needs,

distributing both resources and decision-making across the population.
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Public utilities

In the early days of utilities, most were publicly owned and operated. Through the 1970s and 80s,
though, many were privatized. Today, 71 percent of electricity customers2! and 12 percent of
water customers?2 in the U.S. are served by privately owned companies, but interest in reverting
back to public options is growing. Public utilities provide lower rates and are more responsive to
customers.23 Focused on providing long-term service to communities instead of generating profits,
they are also better equipped to work toward sustainable climate solutions.24 [llustrating the risks
of privatized utilities, Flint, Michigan and Pittsburgh, Pennsylvania recently faced lead crises in
their water. Both coincided with private takeovers of municipal water supplies and primarily
impacted communities of color.2> In Pittsburgh, the Our Water campaign successfully led to the
public reclamation of the utility. 26Advocates in Maine are currently building support for Pine Tree
Power, a proposed public electrical utility that, if approved by voters in 2023, will be the first
state-wide public power company,2? following Puerto Rico and several major metropolitan

areas.28

Public banking

Like public utilities, public banks have the potential to offer affordable, equitable services. Six
percent of the population, disproportionately Black, Brown, disabled, and low-income, is
unbanked, meaning they lack access to basic financial services like checking and saving accounts.2?
Black and Brown customers and business owners, furthermore, are turned down more often and
given higher interest rates on loans from private banks.3? Public banks can solve for these

inequities, providing services to all while keeping wealth in local communities.

Like public utilities, a public option for banking has a long history. The federal government

operated multiple public banks between 1791 and 1836, 31 followed by state-operated banks in

eight states. Today, the Bank of North Dakota is the only state-run public bank, offering accounts
and financial services to both individuals and businesses. From 1910 to 1965, the U.S. Postal
Service also offered savings accounts, serving 4 million people.32In 2021, a small pilot introduced

check cashing services at a handful of post office branches. 33
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Some of the greatest momentum today is for municipal public banks. In 2019, California passed
legislation authorizing cities and counties to create public banks,34 and both San Francisco3> and
Los Angeles3® are moving forward with proposals. Similar legislation has been proposed in New

York,37 supported by more than 150 groups,38 including the Public Bank NYC Coalition, which

frames their effort as part of a broad vision for economic and racial justice for the city.3?

Healthcare and public pharmaceuticals

Whereas public utilities and banks have long histories, other public options are charting new
ground. California recently introduced the first public pharmaceutical manufacturer, CalRX. This
program, initiated by an executive order from Governor Gavin Newsom in 2019,40 intends to
develop, produce, and distribute generic prescription drugs for patients in the state. The program
recently finalized a 10-year contract to produce a generic insulin, which promises to facilitate
access to this drug at a fraction of the cost of current options.#! Beyond the obvious life-saving
impact on patients, this program is forecasted to boost the economy by saving employers and
insurers.#Z Although not a solution to the enormity of the healthcare crisis, CalRX represents one

way that public options can be leveraged to solve immediate needs.*3

Building power for workers and communities

Another trend that has fueled the concentration of power and resources is the erosion and
elimination of pathways to power for workers and community members. People not in positions
of power—frontline workers, community members, everyday people—have been pushed further
and further from decision-making. The distance between those making the rules and those
expected to play by them has widened, reflecting the concentration of power and fueling distrust,

disengagement, and the potential for abuse.

In workplaces, unions have historically given workers the right to negotiate with employers over
their working conditions, including pay, benefits, and career ladders. But only 6 percent of private-
sector workers are in unions, after 50 years of steady declines fueled by increasing corporate
power and weak, outdated, under-enforced legal protections. 44 Over the same period, workers

have been increasingly hired through contracted firms, called the fissured workplace, which limits
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organizing opportunities, workplace protections, and advancement pathways.4> As workers have
lost ground, shareholders and CEOs have reaped massive gains. CEOs currently make 398.8 times
more than workers.4¢ When large corporations had high profits early in the Covid-19 pandemic,

shareholders took 98 percent of the gains, while workers were paid just 1.8 percent.*?

In government, the voices of people have been undermined by the staggering influence of money
on the political system. Elected leaders face pressures from paid lobbyists representing corporate
interests, while the people they represent

Co-governance and shared ownership lack the resources and transparency

models allow and equip people to needed to weigh in on decisions over

directly participate in decision-making public goods and services.

processes in their workplaces and Co-governance and shared ownership
communities. models counteract these trends, allowing
and equipping people to directly
participate in decision-making processes in their workplaces and communities. Unions, worker
boards, and employee ownership all give workers a pathway to influence decisions at their
workplaces. In communities, participatory budgeting is one model that allows community

members direct engagement in funding decisions.

Labor power and unionization

Labor unions are an established, long-standing pathway to power for workers, giving them a
legally protected right to negotiate with employers. Unionized workers earn 10.2 percent more
than non-unionized workers, and access more expansive health, retirement, and time off
benefits.48 The union pay premium is higher for Black and Brown workers, meaning unions reduce
the racial wage gap.4? Union membership also correlates to political participation, including voter
turnout.>? Furthermore, the benefits of unions extend across entire labor markets, exerting

upward pressure on wages across industries.>! Despite low rates of membership, several recent

high-profile organizing campaigns, including Starbucks Workers United and the Amazon Labor
Union, have drawn increased attention to unions,>2 and public support of unions is at its highest

level since 1965.53
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Worker centers, which organize and provide support to workers outside of formal unions, also
have momentum, especially among workers ineligible for unionization. The number of worker
centers has almost doubled in the past two decades, and half of the new worker centers formed
since 2018 focus on Black workers. These groups have successfully advocated for minimum wage
increases, legal protections for domestic workers, and industry agreements to provide safe
conditions for farmworkers.>* Both unions and worker centers empower people to become agents

of change and counteract the concentrations of power that define workplaces today.

Employee ownership

Another pathway to empowering workers is providing them with partial ownership of their
workplaces. The most common form of employee ownership, Employee Stock Ownership Plans
(ESOPs), provide workers with shares in company stock.5> There are an estimated 6,500 ESOPs

covering 14 million participants,>¢ including major grocery chains Publix and Winco. Worker

cooperatives are another model of employee ownership, a democratic ownership structure in
which employees own shares and collectively make decisions impacting the business.5” The
number of worker cooperatives has grown more than 35 percent in the past decade, with more
than 600 employing almost 6,000 people around the country today.>®8 Companies under employee
ownership provide workers with higher wages, more benefits, and more stability through
economic tumult than workers at non-employee-owned firms.>? Organizations like Ownership

Works and the Democracy at Work Institute provide support and knowledge to businesses looking

to transition to these models.

Participatory budgeting

Looking beyond workplaces, participatory budgeting empowers people as owners of and decision
makers for public resources in their communities. This process gives control of local public funds
directly to community members, who identify projects and vote on priorities. Decision-making
power, rather than being held in the hands of a few officials and influenced by corporate interests,
is dispersed across the community. This process increases civic engagement; across pilots, about

half of participants report not having voted or been engaged in solving community problems
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before. It also can restore trust in government and leave citizens feeling more connected to and

appreciative of elected leaders.60

The People’s Budget Seattle, one of the largest participatory budgeting programs in the nation,

allocates $28 million through a multi-phase process to directly engage citizens in budgetary
decisions, from idea generation to selecting concrete proposals for funding.6! The program grew

out of the Black Brilliance Research Project, an effort in 2020 to understand communities most

affected by police violence and explore pathways to divest from policing and invest directly in
communities.®2 Participatory budgeting programs have been piloted in New York City, Boston, and
Vallejo, California, along with more than 1,500 cities around the world, after starting in Porto

Alegre, Brazil in the late 1980s.63

Rightsizing corporate power

Both privatization and eroding worker power have coincided with significant corporate
concentration. Defined as the asset and sales shares of top businesses within industries, corporate
concentration has increased persistently over the past century.®* More than three quarters of
industries have experienced concentration, ¢> associated with less economic growth, higher prices,
and lower wages paid to workers—impacts that are all disproportionately felt by Black and Brown
communities.®¢ Concentration also impedes small business growth, holding back entrepreneurs
and stifling innovation—again, especially in communities of color who face centuries of
underinvestment. The increasing power of corporations has extended beyond markets into
politics, as corporate spending on campaigns has risen sharply,®? to the dissatisfaction and
disillusionment of people.t8 2022 saw the highest corporate political spending ever, with $3.5
billion corporate dollars devoted to lobbying efforts, and 87 percent of all lobbying coming from

corporations.®?

Addressing today’s inequalities necessitates dismantling this massive corporate concentration,
and the scale of that challenge necessitates policy intervention. Though federal policy is well-
positioned to address the intensely concentrated power of corporations, states have taken and can

continue to take significant steps that promise to inform even broader solutions. These include
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modernizing antitrust legislation, establishing a more equitable tax code, restoring agencies’
regulatory power, and expanding campaign finance reform. These policies can foster a healthy and
competitive private sector that works in tandem with a thriving public sector to serve the public

good.

Antitrust legislation

One of the most direct tools to address corporate power is antitrust legislation, which seeks to
preserve competition and prevent unjustified monopolies. In 2022, the federal government passed
its first antitrust reform since 1976,70 following in the footsteps of several states that have risen as
leaders in antitrust innovation.
Modernizing antitrust legislation, establishing Leaders in Minnesota,”! New

a more equitable tax code, restoring agencies’ York,”? and Pennsylvania’? have

. . all introduced bills in the last two
regulatory power, and expanding campaign

legislative sessions to redefine the

finance reform will foster a healthy and _
standard of antitrust laws to focus

competitive private sector. on the impacts of market
concentration instead of
definitions.”# Historically, cases rested on whether a firm controlled a certain percentage of a
market, which can be difficult to prove. Recent proposals are instead focusing on the impacts of
concentration on workers, consumers, and communities, called the “abuse of dominance”

standard, which facilitates clear and shared understandings.”>

Laws are only ever as strong as their enforcement,’¢ and states have also emerged as important
enforcers, with state attorneys general leading the way. In the face of steady declines in federal
antitrust enforcement since the 1970s,77 they have played key roles in building antitrust cases

against Microsoft, Facebook, and Amazon, among others.”8
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Reimagining tax structure

Reimagining the tax code is another path to curtailing corporate power, including raising taxes on
millionaires, introducing taxes on extreme wealth, and closing loopholes for large corporations.
For example, Massachusetts recently became the sixth state to institute a surcharge or separate
tax bracket for those earning more than one million dollars, sometimes called a “millionaire’s
tax.”’? Since income taxes alone can never undo the massive accumulations of wealth that fuel
widening inequalities,8? some advocate for a wealth tax—a recurrent tax on net wealth held by a
taxpayer. In 2021, Senator Wyden proposed a federal wealth tax. 81 In 2023, seven states have
proposed a statewide wealth tax, including a California proposal that would initially levy a 1.5
percent tax on worldwide wealth in excess of one billion dollars.82 If passed, the U.S. would

become the fifth country to currently tax wealth.83

Non-policy approaches to rightsizing corporate power

Though policy is the most effective lever to tackle intense corporate concentration, other efforts
are important complements. Continued research, for example, can improve knowledge and
document trends, especially since companies that control markets also control huge amounts of
data about those markets. Another important step toward healthier competition is investment in
and support for small businesses, especially among Black and Brown communities who have faced

centuries of racist policies.

The framework of economic democracy calls for an entire ecosystem of solutions. Public options,
empowered workers and communities, and rightsized corporate power all address different
aspects of concentrated power and resources, but also support one another. Worker cooperatives
and public options provide alternatives to corporate behemoths, but can only thrive if corporate
concentration is addressed. Only together can these approaches redistribute power and resources

to build a more equitable, sustainable society.
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The path forward

The areas of focus outlined above are starting points to begin work. They will evolve as the work
unfolds. As it does, all involved should be aware of and reflect on emerging challenges. One such
challenge is the transition from conceptual and vision-setting work to practical applications. How
do we go from a shared vision to concrete policy and practice solutions, without losing sight of the
magnitude of that vision? Related, many solutions are being realized at local levels, so we need to
give attention to scaling these in a way that aligns with the foundational principles of broad-based

shared power and decision-making.

As funders, we need to support an interconnected ecosystem that supports our vision, which is
being constructed by the communities doing the work. We need to identify efforts that are aligned
with the vision described here, rather than those that may self-identify as advancing economic

democracy. The current moment is ripe
As funders, we need to support an with such efforts. In the realm of policy,

interconnected ecosystem that supports current conversations have centered

our vision, which is being constructed by around industrial policy, through which

. . the government seeks to actively shape
the communities doing the work. _ o _
economic activities. Implementation of
recent federal investments -- including
the Infrastructure Investment and Jobs Act, the Creating Helpful Incentives to Produce
Semiconductors and Science Act, and the Inflation Reduction Act — present a once-in-a-

generation opportunity to advance these principles of economic democracy.

The examples described in this brief are only a small sample of the promising work being done.
Though articulating conceptual frameworks and identifying scalable solutions are important parts
of this work, the future of economic democracy lies in the hope of communities, demonstrated

every day in pilots, programs, and organizations across the country.
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