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There are two bigrisks. One is that the combined voice of tens
of millions of shareholders becomes a meaningless cacophony
that no board can deal with. As Andrew Carnegie, the 19th-cen
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The other pitfall is that shareholders manage to produce a clear
enough voice, but that this voice s stupid, fickle or sinister. This
clearly possible, too. Most individuals have little idea about the
technicalities of running big companies. In the investment world
retail shareholders are often known as “dumb money” because
of their tendency to buy high and sell low.

Shareholders’ values
Justaspolitical democracy only works with checks and balances,

the same is true for shareholder democracy. Messrs Hart and Zin- |

gales suggest that for a proposal to be put to a digital vote by all
shareholders, it would need the support of at least 5% to start
with. Another safety mechanism would be to make the votes of
ordinary shareholders non-binding. Boards would have to note
them, but would not need to obey. Or people could invest
through single-issue funds, which are identical to normal funds
except that they guarantee to pursue a well-defined goal—for
firms to pay higher wages, for instance, or to cut pollution levels.
Plebiscitary capitalism may seem far-fetched. But the com-
pany has evolved continually to deal with pressures thatboil up
from society over time. More participation by ordinary, individ-
ual shareholders might be exactly what capitalism now needs to

restore its reputation. m J




