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insight from legal scholarship
(Ellerman, Robé)

corporation vs firm

what do we do with that
difference?



What is a corporation? Descriptive Account

a legal concept: a group of
capital investors get
organized via a certificate of
incorporation, and is granted
moral persona by the State
= a legal entity
run by a Board of Directors
empowered to mobilize the
assets of that entity to enter
contracts (commercial, and
labor) =
to develop a firm
i.e. « building the firm around
the corporation » (Robé 2011)
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= the legal structuring of
capital



What is a firm!?

The firm is a much larger
reality, a fundamentally
political entity, one that has
not yet been properly
understood, and has yet to be

addressed as such by the law.

Descriptive Account

= an entity, whose
existence depends on
ongoing decisions about
the goals of the
coordinated actions
pursued within it, which are
bound up in issues of
efficiency and justice,
depend on 2 classes of
investments (capital and
labor), and affect the lives
of all those involved.
(Ferreras 2017)



The Firm = A Political Entity
The Structure of Government of the Corporation rules the Firm

Shareholders’
General
Assembl

Board of Directors

Executive
Committee

Source e abelle, 2017, Firms as Political Entities.
Saving Democracy through Economic Bicameralism, Cambridge University Press



Today, in the context of global finance capitalism:

The institutional structuring of organized capital
rules the firm.

Capital investors behave like despots. Only they are organized, and do enjoy
political rights.

Facing
Despotism

Political rights go
to injecting capital
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Labor investors

Work is an investment by those who perform it.

NOT a quantified, external thing (in this case, money or
assets) to be used as an instrument to obtain a desired external
end (i.e. profit).

= work is an investment in the sense that a worker invests not
just their skill, time, and effort, but their entire person — their
physical self, their intelligence, their emotions = mental and
physical health — in their labor.

= getting around legal ascriptions: this concept helps bring Iin
the workers which are not in a standard contract employment
with the firm: yet, the very existence of the firm depend on them
l.e.their [abor investment.



example

Uber corp = 0 if drivers are not In.

The firm = Uber corporation + drivers.
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Considering the corporate firm
as a political entity /n transition

See it as governed by a monocameral government

The representation of capital
Investors has been organized,
unlike the representation of
labor investors...

Board of
Directors

Executive
Committee
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Wondering

whether Stakeholder Capitalism
offers a serious alternative to
Shareholder Primacy?



US Business Roundtable (August 2019)

For more than forty years, the Business Roundtable
endorsed shareholder primacy as the defining purpose
of a corporation.

‘stakeholders™ = customers, suppliers, the communities
in which they work, shareholders, and employees.

V.

All stakeholders are impacted.

Only labor investors are governed by the rules of the
firm,

include all workers (gig workers, outsourced etc.)

=> Those governed should have the collective right to
bear on (the firm’s) government.
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Considering the Firm as
a Political Entity in the democratic transition

One key institutional innovation keeps coming
back from Antiquity to modemity in the history of
democratization:

The ‘bicameral moment’, enables the recognition of
the ignored constituency

=> [he dominant group *accepted/was forced™ to be
vetoed by the representatives of the previously
disenfranchised group.




Labor disputes
weighing on the ends of the firm
(‘strategic’/government level)

In June 2019, 8,000 Amazon employees signed a letter to its
shareholders to ask that company strategy be aligned to
respect planetary boundaries as detailed in the latest IPCC
report.

Recently, on January 6, 2021, Twitter and Facebook employees
were instrumental in their pressure on the CEO to ban the
President of the US out of their social network.

Not surprising to see that workers expect to have a SAY! =
democratic justice!

| have showed (Ferreras 2007) that the work experience is a
political experience = mobilizes people’s conceptions about
justice.
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Weak Social-democracies with serious labor rights:

Still a capitalist monocameral government of the firm

election

Board of Directors

election

Executive ¢~
Committee



German Co-determination (Mitbestimmung) Firm
‘false parity’
Still a Monocameral Firm

Shareholders Employees

General Assembly

| election™ election

Board of 'Overseers
50 (+1): 50

Executive
Committee
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European Works Councils (since1994 EU Directive)
> | 000 workers or > 2x150 in 2 EU countries

election

Board of Directors

+
*
*
*
*
*
*
‘0 .
*

election . |
.~ consultative

European To
Managemen
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Proposal: the Bicameral Firm, a Two-House Parliament

(Vorkers = Investors in
person

Shareholders =

Investors in capital

election
Key role for

election

a Two-House Parliament

Capital.Investors’ Laborinvestorss \UMNIONS
House of House of
Representatives Representatives

pejority vote/

= top management 23



A Quest for Economic Citizenship
= Intuition at the heart of the institutions of
iIndustrial relations

Mit-Bestimmung
Firm

Monocameral
Capitalist Firm

élection =
. . exécutif
Social-democratic

Firm
(Works Council)

R e L,

Bicameral Firm
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INTREGRATE
firms into the long history of the democratic project

Democratic regulative ideal:
To decouple political rights from property

(Piketty 2020)
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Regulative Ideal: worker-governed, democratic firms.
A Transition toward Full Economic Citizenship

Via ESOP Plans viz. USA
& Renting Capital (EIIergan)
Workers =

% 'ﬂ Di? Investors in person

election

Labor Investors’
House
0f Representatives

= top management
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Urgency to move beyond

the current extractive model of
corporate governance

(Jackson 2016, Raworth 2019)
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Let’s democratize and

decommodify work

Employees are the core constituency of the
firm, but are mostly excluded from
participating in the government of their
workplaces — a right monopolized by
capital investors.

#DEMOCRATIZINGWORK

By Isabelle Ferreras, Julie Battilana, and Dominique Méda
Updated May 15, 2020, 58 minutes ago
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OPINIAO

CORONAVIRUS, 0 DEBATE ECONOMICO

Folha publica manifesto internacional em
defesa do trabalho

Ap6s circular por universidades, recebendo assinaturas, texto é
publicado simultaneamente por veiculos de varios paises

httos://DemocratizingWWork.org
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