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CORPORATE GOVERNANCE, AND WEALTH AND INCOME INEQUALITY 

 

Research Question/Issue:  
There has been growing concern about rising social inequality, and its effects on general well-
being and the polity.  Much of this rise can be traced to changes in the manner in which 
corporations or firms are governed, and how this impacts on income and wealth dispersion. This 
study systematically reviews the most recent literature on external and internal corporate 
governance (CG) that deals with the issue of income and wealth inequality.  
 
Research Findings/Insights:  
External mechanisms such as institutional regime (defined in terms of Varieties of Capitalism – 
Liberal or Coordinated Markets), and financialisation reveal important insights, often implicitly, 
into what makes or sustains inequality. The rise of the platform business model raises explicit 
concerns about increasing wealth and wage inequality. This is because it is associated with a 
rapidly growing precariat of gig workers, Big Tech entrepreneurs with untrammelled levels of 
control and extreme levels of personal wealth, and widespread tax avoidance despite record 
profits. The literature on internal CG is somewhat constrained in its reliance on agency theory 
and a focus on shareholder primacy. This only provides limited insights on how internal CG 
mechanisms impact on inequality.  However, in recent work, the issue of perverse incentives 
posed by CEO reward systems, and their impact on organizational sustainability and wage 
dispersion is receiving increasing attention.   
 
Theoretical/Academic Implications:  
Some studies do attempt to widen the lens, and we suggest a greater focus on theorizing co-
determination and alternate forms of ownership, non-monetary incentives, the power of the Big 
Tech companies, as well as those strands of comparative institutional analyses that explore the 
determinants of internal CG structures.  
 
Practitioner and Policy Implications. 

The study re-asserts the importance of the firm as a central analytical paradigm in understanding 
income and wealth inequality, and that, in seeking to ameliorate the latter’s negative 
consequences, more attention needs to be accorded to the governance and regulation of firms. 
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1 INTRODUCTION 

There is a growing concern worldwide about the social, economic and political consequences of 

rising inequality. It has been argued that rising inequality brings in its wake health, political and 

social ills (Skocpol and Hertel-Fernandez, 2016; Bor et al., 2017; Hacker and Pierson, 2020; 

Subedi, 2017). Against the backdrop of an increasing concentration of wealth at the top end of 

the distribution (see Bharti 2018; Blanchet 2016; Chatterjee et al., 2020; Piketty et al., 2019; 

Novokmet et al., 2018), the uneven spread and outcomes of the Covid-19 pandemic (see Stabile 

et al., 2020) have exacerbated this concern. At the same time, the rise of populism has widely 

been ascribed to a backlash against rising wealth and income inequality that is associated with 

declining or stagnant standards of living, combined with decreased access to “decent” jobs, as 

well as occupational and income precarity (Han, 2016; Berlet and Lyons, 2018). 

The firm is an essential part of the process of wealth and income creation and distribution and, 

hence, plays a central role in mitigating or exacerbating inequality. Firms are defined to include 

both private or unquoted companies and public corporations. Both of these are separate legal 

entities but differ with respect to their organizational architecture and capacities (Veldman, 

2019a) and their regulation and associated disclosure requirements. Many of the proposed 

explanations for increasing income and wealth inequality relate to how we see or conceptualise 

firms and the nature of their corporate governance: performance pay (Lemieux et al., 2009), 

skill-based technological change (DiPrete, 2007; Acemoglu, 2002), arbitrary management power 

(Gordon and Dew-Becker, 2007), diminishing bargaining power of (low-level) employees (Card 

et al., 2004), super-star labor markets (Kaplan and Rauh, 2009), increasing firm size (Mueller et 

al, 2017), foreign competition (Autor et al., 2013), and Big Tech firms or digital monopolies 

(Zingales 2020).  Firms make choices as to the internal distribution of wages and wage security, 
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retirement benefits and job security; these are moulded by relative rights and behaviours of 

owners and other stakeholders, which tend to follow dominant patterns in specific institutional 

regimes whether these be national or broader (as in the case of financialization and platform 

capitalism). In many national contexts these regimes have worsened, and this has been linked to 

changes in corporate governance (Schymik, 2018; Till and Yount, 2019). More generally, there 

is increasing discontent about the role that firms play in achieving society’s goals, leading to 

calls for them to consider responsibilities broader than shareholder wealth maximisation and to 

have other stakeholder interests entered explicitly into their objectives and decision-making 

(Haldane, 2015; Hart (2020), Veldman et al., 2016). 

This article reviews how the literature deals with ways in which governance relates to, and 

impacts on, inequality.  More specifically, it systematically reviews and synthesizes papers from 

several research areas in order to study the relationship between corporate governance (CG) and 

the unequal distribution, and reallocation of wealth and income.  It is generally agreed that no 

one definition fully captures the study of CG, drawing as it does from a variety of fields of study 

(financial economics, corporate finance, management, organizational studies, industrial relations, 

etc.), so we begin by establishing a workable definition of CG.1 We maintain a broad definition 

and borrow from Blair (1995), who defines CG as “the whole set of legal, cultural, and 

institutional arrangements that determine what public corporations can do, who controls them, 

how that control is exercised, and how the risks and return from the activities they undertake are 

allocated.” (ibid. p.3) This definition has the benefit of being broad enough to include both 

internal and external mechanisms that may or may not be mandated by law to cover these areas 

of firm behaviour (Goergen, 2018). 
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We expand this simple definitional framework to delineate the conceptual link between CG and 

inequality.2 The firm is central to the issue of inequality because firms (both public and private) 

are the main institution in society through which value is created and distributed. External and 

internal CG processes are the transmission mechanisms through which societal forces are 

channeled through the corporation and into the distribution of income and wealth. More than 

simply determining “what public corporations can do,” CG constrains, influences and shapes 

both the goals that firms set and the actions they take. In deciding how to organize itself, which 

products to market, how to produce and price them, and how to distribute its surplus, the firm 

makes decisions that determine which members of society receive an income, how much each 

member obtains, as well as how volatile this income may be. Wealth – the accumulation of 

income and ownership of assets – directly and indirectly shapes and is shaped by firm decisions 

and actions. For instance, maximising shareholder value  affects the way a firm distributes value 

between workers and shareholders to the benefit of the latter. Deciding to implement 

performance-based compensation schemes may, inter alia, affect the way risk is allocated 

between management and owners. More broadly, CG can affect a firm’s ability to prevent its 

goal-setting and decision-making from being abused for the benefit of a select group of 

stakeholders. 

As an organizing principle, we divide the key aspects of CG into those external and those 

internal to the firm. Our focus is on how these aspects of CG can each affect inequality through 

their influence on firm behaviour. This is an important distinction because, for example, national 

institutions or market conditions can certainly have a direct effect on inequality across an 

economy on a top down basis, whilst internal ones may remake inequality from individual firms 

upwards.  
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Finally, we recognize that causality does not run in one direction: changes in inequality can 

themselves have an effect on CG arrangements and firm behaviour. Increasing disenchantment 

with the way society creates and allocates income can change the level of support for national 

institutional arrangements, lead to political action, and result in changes to the way firms are 

governed. Similarly, consumer backlash against specific firm practices can limit the set of 

actions available to a firm. Figure 1 summarizes the framework described in the preceding 

discussion. 

FIGURE 1 HERE 

We begin the review by focusing on external CG. A sizable literature exists on the effects of 

national institutions and their associated CG structures on inequality. This work studies the 

effects of different ‘bundles’ of institutions and how this impacts on the firm. Central to this 

literature is the assumption that the relative influence of actors and interest groupings varies 

between institutional archetypes or Varieties of Capitalism, and this impacts directly on the 

allocation of economic resources.  This literature is firm centred and assumes that the latter is a 

major site of such allocations (Hall and Soskice, 2001).  

Although this literature has been condemned for assuming path dependence, it does recognize 

that national systems do evolve and change. We explore two such recent changes that have, to 

differing degrees, taken effect throughout the world: financialisation and platform capitalism. 

The former describes the strengthening of shareholder rights under the law and via convention, 

and the increased power of financial intermediaries; again, this impacts on the allocation of the 

wealth firms generate by prioritising short term shareholder gains to the exclusion of other 

stakeholders (Clarke et al., 2010; Veldman 2019).  Platform capitalism manifests itself when 

internet based intermediaries broker the sale of goods and services between producers or 
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providers and consumers, and in doing so, capture a relatively high proportion of the value 

generated, whilst securing (quasi-)monopolistic market positioning (Rahman and Thelen, 2019).  

Many of the Big Tech firms like Amazon and Uber are associated the emergence of a growing 

precariat with poor pay and employment conditions at the same time as their founders and other 

large shareholders have become the richest individuals in the world.  

Financialization and platform capitalism both involve an economy wide set of specific 

developments and practices in their respective dominant firm type as illustrated in Figure 2. 

These set the broad parameters for external governance practices in both cases. In turn, each also 

has direct  and indirect implications for internal corporate governance and income and wealth 

inequality. Within the firm, the relative power of senior managers and employees will vary 

according to institutional regime, but also through internal CG mechanisms that may be imposed 

by the law or develop on a bottom up basis. 

More specifically, in looking at internal CG, our searches discovered two thematically coherent 

strands. The first focuses on one of the board’s key responsibilities: the setting of executive 

compensation. Though it has long been understood that some inequality in pay within the firm is 

desirable in order to provide executives with the proper incentives, the recent literature provides 

insights into how excess can translate into increasing societal inequality directly, as well as 

indirectly, through its effect on decisions made within the firm and externally in the market. The 

second strand focuses on characteristics of the board, and how the distribution of decision-

making power contributes to the determination of how the returns of the firm are allocated 

among stakeholders. 

The paper is organized as follows: Section 2 provides an overview of the method used for the 

analysis. Sections 3 and 4 review the links between inequality and external and internal CG, 
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respectively. A final section concludes, drawing out potential future agendas for theorizing and 

enquiry. 

2 METHOD 

The method follows that of a systematic literature review (see Tranfield et al., 2003). Given the 

topicality of the area, and the related need to devote sufficient space to the most recent work, we 

concentrated our search over the years 2005 to the present. We also include earlier seminal 

works that helped define key debates. No other limiting parameters were placed on the searches.  

In order to identify key strands in the literature and generate relevant search terms, we began 

with a broad search in a single, commonly-used database. A keyword search for “inequality” and 

“corporate governance” in SCOPUS yielded 73 results. After eliminating spurious results – 

largely in the form of papers focusing on gender inequality, without covering the economic 

dimensions thereof and/or without a firm centered analysis – we read the remaining 62 articles 

more thoroughly. From this preliminary search, we identified four main streams of focus related 

to specific areas of CG research: Varieties of Capitalism, financialisation, board composition, 

and executive compensation.  

Next, we expanded our search by including additional databases. We ran similar searches in 

another commonly used database – Web of Science. Since this gated database yielded similar 

results, we also ran searches in Google Scholar. The latter yielded a great number of results, and 

we accordingly stopped logging articles when less than 10% of articles in consecutive pages of 

search results were relevant to our study. We also expanded our search by including similar and 

related terms (e.g. co-determination for board composition; performance pay, or CEO pay for 

executive compensation). In running these searches, we faced the problem that specifying 
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“income or wealth” inequality yielded limited results, while using only inequality yielded many 

spurious results related to alternate conceptualizations of inequality, including gender and race. 

We decided to work with the more general search term (“inequality”) and eliminate the spurious 

results upon closer inspection of the title and abstract. In order to identify any relevant papers 

missed by the steps above, we also searched the references of the individual papers. In the 

process of expanding our searches, we identified a further topic that warranted additional 

attention – platform capitalism.  

Table 1 summarizes the search process and number of results. Note that the results for the 

additional terms in the SCOPUS column do not add up to 62. This is because there was some 

overlap in the results, and because some papers did not fall neatly into the four categories. Some 

of the latter were broader survey papers. 

TABLE 1 HERE 

It is worth noting that the breadth and interdisciplinary nature of CG research implies that our 

approach is susceptible to overlooking contributions that have a bearing on inequality and CG, 

but do not make the connection explicit. Indeed, as we point out throughout the paper, and 

discuss in the conclusions, there is considerable scope for research in CG to make these 

connctions explicit and study the implications for CG in practice. 

3 EXTERNAL CORPORATE GOVERNANCE 

3.1 COMPARING NATIONAL INSTITUTIONAL CONFIGURATIONS AND INEQUALITY  

With the literature on comparative CG, and, indeed, broader comparative institutional analysis, a 

rich body of literature argues that a bounded range of national institutional features mould the 
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choices of firms, and those that invest in them (La Porta et al. 1998; Hall, 2015;  Hall and 

Soskice 2001; Whitley, 1999; Roe, 2006). A distinction is commonly made between national 

systems that prioritize the interests of shareholders – or, more broadly speaking, property owners 

– and those that seek to accommodate the interests of a much wider range of stakeholders (ibid.; 

Goergen et al., 2013). The early comparative capitalism literature draws a core distinction 

between Liberal Market Economies (LMEs), the developed Anglo Saxon Economies, and the 

Coordinated Market Economies (CMEs) of Scandinavia, the Rhineland and Japan (see Hall and 

Soskice, 2001). Later developments and critiques of this literature includes new archetypes to 

describe the Emerging Market Economies (EMEs) of Eastern and Central Europe and the 

Mediterranean Mixed Market Economies (MMEs), and indeed, a number of other emerging 

markets (Hancke, 2009). Table 1 shows that our search revealed quite an extensive body of 

literature in this area. 

However, common to all this literature is that institutions have an impact on the relative 

bargaining power of different interests across society. Early work by Rueda and Pontusson 

(2000) analysing data across sixteen OECD countries revealed that institutional features and 

associated political dynamics explained the significant variation in income inequality between 

LMEs and CMEs. One of the architects of the Varieties of Capitalism approach, Hall (2015), 

highlights the extent to which there are many different regulatory paths towards securing and 

sustaining growth in the advanced societies and that some are associated with much greater 

social equality than others. Different types of institutions provide the basis for distinct forms of 

national competitive advantages, but each of the latter has distinct implications for equity and 

well-being (ibid.). Institutions are formed and reformed through agreements by key actors to 

solve challenges in coordination (Hall and Soskice, 2001). Dominant interest groupings will seek 
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to promote their interests, even if it may leave others worse off, although some compromises are 

necessary to ensure a basic degree of systemic stability. Hence, institutions may promote or 

mitigate inequality – indeed, a body of applied literature highlights how national level 

institutions may shape firm behaviour – whilst incentivising firms to conform to a dominant 

mode of governance (ibid.; Goergen et al., 2013). Actors have an interest in maintaining stable 

policy environments, as this allows them to plan for known complementarities, improving 

predictability and lowering transaction costs (ibid.). At the same time, institutional entrepreneurs 

may work to change the system to something more to their liking; in other words, firms and other 

actors may work to change the rules under which they operate (Crouch, 2005).    

Other work has directly explored one aspect of national systems: labour institutions and markets. 

National systems may help sustain trade union density and/or centralized bargaining (Bosch, 

2015) and these may constrain owner and managerial power and the relative allocation of firm 

resources (Hamann and Kelly, 2008). It is also possible that the capacity of national systems to 

generate jobs might be associated with relative social equality (ibid.). A variation of this explores 

the impact of national labour markets and welfare states, and the relationship to national skills 

bases (Lauder et al., 2008; Schroeder, 2019); in turn, this impacts on the relative position of 

labour and the extent to which owners and managers are willing to accede relatively more power 

and resources for employees.   

Global trends can reinforce the national features described above. Greer and Doellgast (2017) 

point to common global forces driving greater insecurity in employment, with knock on effects 

for wage bargaining and equality (c.f. Heyes et al., 2014). Bruff and Ebenau (2014) argue that 

the comparative capitalism literature discounts general trends in the global political economy and 

the relative weakness of workers vis-à-vis firms in all contexts; national CG systems are 
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systematically loaded against workers. Such approaches highlight both the importance of 

historical legacies and politics in underpinning the nature of growth and the scale of inequality. 

Again, the state may play a role not only in terms of coordination, but also as a locus of rent 

seeking, particularly in economies where institutions are relatively fluid (Noelke, 2016; c.f. Lupu 

and Pontusson, 2011). 

But national institutions can also moderate global trends. In looking at the varied performance of 

unions, Oskarsson (2005) argues that rather than becoming consistently weaker, the strength of 

organized labour has diverged across the developed world, and that empirical evidence suggests 

that this is bound up with institutions and dominant associated production regimes. Hall and 

Lamont (2013) suggest that liberalization yields distinct outcomes under different national 

institutional regimes. Within CMEs, many employers retain an interest in maintaining the broad 

status quo and associated institutions given both familiarity with how they operate and their 

proven benefits (ibid.). However, Hassel (2014) cautions that, although collective bargaining 

institutions have proven quite resilient, this should not be confused with persistence in real union 

power. Nonetheless, in CMEs with more centralised bargaining, wage inequality remains much 

lower than in LMEs with decentralised bargaining. Frege and Godard (2014) point to higher 

expectations of workers in Germany when compared to the US, which, in turn, helps in 

embedding overall societal norms. Schröder (2017) suggests that notions of social justice help 

underpin welfare states and associated national institutional configurations. In contrast, in more 

unequal societies, people are more willing to tolerate inequality (ibid.). 

Others have looked at trends in inequality in the emerging market economies (EME) of Eastern 

Europe (including the former Soviet Union).  Hamman and Kelly (2008) argue that there are 

limits to both market coordination in Slovenia and marketization in Estonia, the two former 
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socialist states that are widely held to have progressed furthest towards one or other of the 

mature capitalist archetypes. In part, this reflects both historical legacies and the role of elites: 

for example, extreme marketization in Estonia was checked by abiding elite concerns about the 

negative effects (rising inequality and insecurity) might have on social cohesion (ibid.).  Adam et 

al. (2009) note that some EMEs retained relatively low-income differentials and these were those 

with stronger states. In contrast, mineral resources led to higher inequality; privatization of such 

resources opened the way for elites to capture a significant proportion of revenues, as evidenced 

by the cases of Russia and the Central Asian republics (Adam et al., 2009).  

After initial criticisms that the Varieties of Capitalism literature underplayed the significance of 

systemic evolution, later accounts in this tradition responded through a focus on both systemic 

change and comparing theoretical predictions with realities on the ground. For example, Hall and 

Gingrich (2009) argued that if LMEs were more market reliant in adjusting wages and prices in 

response to changes in the global economy, then inequality should have risen in such settings. 

Empirical evidence confirms this has been the case, especially when compared to CMEs (ibid.). 

Hall and Gingrich (2009) suggest that this is because the CMEs retain a greater range of 

instruments in their policy repertoire – and political will – to “cushion” the negative effects of 

external pressures. Even more recent work has suggested this trend has contributed to political 

blow back in the leading LMEs; whilst right wing populism has made inroads worldwide, their 

capture of the political commanding heights in the two most archetypical such countries is of 

world historical significance (Cumming et al., 2020).  

Thelen (2012) suggests that whilst differences do indeed persist within specific national systems, 

elements of one may manifest themselves in another. Rather than a focus on the sustenance of an 

immutable set of defining elements, national systems may persist through reconfiguration 



13 
 

through the activities of existing players that have an interest in its persistence (ibid.) in contrast 

with those institutional entrepreneurs that seek a fresh departure. For example, in Germany, the 

national training system has if anything been strengthened even as social protection has been 

somewhat weakened. This may account for the revitalisation of the German model whilst it 

continues to provide for significant market coordination and associated models of CG whilst 

undergoing changes in other areas.  Lallement (2011) argues that in LMEs, there has been a 

heightening of “misadjustments,” worsening inequality.  There have also been reformist 

adaptions in CMEs, whilst in the Mixed Market Economies of the Mediterranean world, existing 

inequalities have been reinforced (c.f. Heyes et al., 2014).  

Kenworthy (2010) argues that relative inequality reflects both corporatist concertation (i.e. 

cooperation between opposing interest groupings) and the type of government partisanship; in 

turn, this will impact on modes of governance, the range of choices open to owners and 

managers, and the choices they make. A possible criticism of such views is the specific nature of 

causal relations; Davis (2017) notes that inequality directly stems from the employment practices 

of organizations, and, in turn, these are moulded by institutions and associated modes of external 

and internal CG, rather than being a direct outcome.  Milberg and Winkler (2010) argue that, 

whilst inequality has greatly worsened in LMEs following the onset of the global financial crisis 

in 2008, trends in precarious and involuntary employment and rising inequality predated this. 

Rather, an increasing focus on shareholder value worsened financial speculation, whilst lower 

earners were forced to turn to increasing borrowing: both imparted further uncertainty into the 

financial system. More recent research has also highlighted the issue of job quality; a greater 

proportion of new jobs created in LMEs are insecure, involuntary part time, and/or very poorly 
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(and contingently) paid than in CMEs (Ferdosi, 2019). Indeed, if involuntary part time working 

is considered, LME job creation does not look nearly as glittering (Howell and Kalleberg, 2019).  

3.2 THE EVOLVING FIRM AND INEQUALITY 

Although the broader institutional approach discussed in the previous section allows us to frame 

and understand the environment within which inequality occurs, pivotal economic processes 

identified in the previous paragraph in themselves need to be understood in relation to inequality. 

In the following section we focus on two such processes: financialisation and platform 

capitalism. One way of characterising these is to focus on the salient features of the dominant 

firm type and structure under both. Table 2 outlines these. Under financialization the public 

corporation is the dominant firm type in terms of output and profits and the agency is the CEO 

and top executives with a traditional CG structure. They take advantage of economies to scale to 

grow into oligopolies. The dominant firm type under platform capitalism is Big Tech firms such 

as Facebook and Google  - which include public corporations - and unicorns such as Bytedance  

(which operates TikTok) and SpaceX  which are large private or unquoted firms with respective 

valuations of $140bn. and $74bn. as of March 2021. Whilst historically public corporations were 

much larger than private (with the exception of some family) firms, these unicorns now are often 

much larger than many public corporations.   

3.2.1 Maximising shareholder value and financialisation 

Although there are many approaches to characterising financialisation in the literature (see Davis 

(L.E.) (2017) and Van der Zwan (2014) for recent surveys), we focus on the idea that 

financialisation encompasses an intensified emphasis on maximising short term shareholder 

value (see Table 2) together with  an increased prominence for finance and financial services 

(Clarke et al., 2010). Financialisation has been linked empirically to inequality. More 
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specifically, recent contributions focus on the impact of financialisation on the wage share and 

inequality.  

Stockhammer (2013) uses a panel of 71 countries from 1970 to 2007 and find that 

financialisation has been the main cause of the decline in the wage share. For 14 OECD 

countries over the 1992–2014 period, Köhler et al. (2019) find that financial liberalisation - the 

opening of domestic financial markets to foreign capital - and the financial payments of 

nonfinancial corporations (NFCs) exert a downward impact on the wage share that is of 

comparable magnitude to the effects of globalisation. Makhlouf et al. (2020) investigate the 

short- and long-term effects of finance on inequality for a sample of 21 OECD economies over 

1870-2011. Their results show that, whilst financial development tends to reduce inequality in 

the short run, financial deepening leads to more inequality in the long run. A study on the 

allocation and compensation of human capital by Philippon and Reshef (2012) documents a 

significant increase in the contribution of finance to changes in income inequality in the US after 

1980. Lindley and McIntosh (2014) indicate a rising finance sector wage premium. 

The intellectual origins of shareholder primacy can be traced from the Berle and Means (1932) 

theory of the modern corporation to Friedman’s (1970) assertion that “there is one and only one 

social responsibility of business—to use its resources and engage in activities designed to 

increase its profits so long as it stays within the rules of the game,” to modern finance’s reliance 

on agency and contract theory. Lazonick and O’Sullivan (2000) argue that the focus on 

shareholder value rose to prominence partly due to the Reaganite and Thatcherite revolutions in 

the1980s – involving fundamental deregulation of financial and labour markets – and partly due 

to the rise of institutional investors with short term outlooks. These processes continued and 

accelerated into the 2000s (Tomaskovic-Devey and Lin, 2013). We focus on the effects of 
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financialisation on inequality through the constraints and incentives it created for management 

and the changing role of finance.3 

Financialisation induces managers to focus on short term actions (such as share buybacks) that 

enhance the valuation of equity-based wealth. The underlying governance structure enables top 

executives to enjoy unprecedented influence over their boards (Bebchuk and Fried 2005).  This 

mechanism is well explained in Veldman (2019) who argues that, from the 1970s onwards, a 

theory of CG set in that benefited exclusively market-oriented and short-term executives. This 

affected the broader distribution of corporate value at the expense of other stakeholders. Alvarez 

(2015) stresses the shift in incentives for corporations to move investments from real assets to 

financial assets. His empirical analysis shows that increased dependence on earnings through 

financial channels in NFCs results in eroded labor bargaining power and the lower wage share in 

France over 2004-2013. 

In the face of globalisation and financialisation, executives also enacted short-term strategies to 

increase profitability through rationalising costs, rather than investment and expanding capacity 

and productivity. Building on such arguments, Tridico (2017) finds that financialisation is 

associated with declining welfare and union coverage, and measures to promote ever more 

flexible labour markets. In many firms the internal labour market changed focus to jobs, rather 

than worker characteristics, to determine pay (Cobb and Lin, 2017) allowing for easier social 

comparisons of wage, and wage compression (Cobb and Stevens, 2017). This process led to a 

drastic reduction in the size of internal labour markets and a turn to (increasingly deregulated) 

external markets, through use of outsourced and temporary workers. In a second step, the smaller 

internal labour market allowed more refined segregation of labour and made it more difficult for 

workers to organise and increase their bargaining power (Bapuji et al., 2018). Thus, the 
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segregation of jobs created reward structures that were generous at the top but devastated the 

bottom.  

Firms increasingly use resources to repurchase their own shares through stock buybacks, rather 

than investing for the benefit of their workers and in long term growth. This allows them to 

achieve their short-term profitability targets while also inflating executive compensation 

(Lazonick, 2014). Indirectly, this CG approach allows the better-off to invest in financial markets 

and profit from rising share prices and other financial investments, whereas workers are largely 

excluded from these financial gains. Furthermore, rising inequality tends to depress demand, 

given that the rich have a much higher propensity to save, which in turn causes excess labour 

supply, unemployment, and downward pressure on wages (Nölke, 2018; Carruthers and Kim, 

2011). 

Financialisation has, via structural deregulation, benefitted large financial institutions (FIs) 

through new financial products (e.g. collateralized debt obligations), international expansion and 

growth via mergers and acquisitions. FI assets relative to GDP continued to rise significantly and 

by the early 2000s in the US, for example, the top three FIs controlled over 35% of the banking 

sector assets, giving them an oligololistic  concentration of economic and market power that was 

unprecedented. Tomaskovic-Devey and Lin (2013) posit that these developments, coupled with 

the impact of financial market innovation and the shift in investment strategies of NFCs, have 

played a significant role in reducing employment and increasing inequality in FIs’ home 

countries. The channels through which this affects firm decisions are not well understood, but it 

seems the oversight provided by different sources of funding matters. A recent study by Brei et 

al. (2018) on 97 economies over 1989-2012 finds that the relationship between financial 

structure and income inequality is not monotonic. Finance reduces inequality only up to a point 
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after which inequality increases if finance is expanded via market-based financing, while it does 

not if financing grows via traditional bank lending. Similarly, Jacobs and Mazzucato (2016) note 

that the negative influence of finance on firms also applies to capitalist but bank-oriented 

systems like those of Germany and Japan. 

Zalewska (2016) argues that because of the interconnectedness of the banking sector and its 

potential for systemic risk, it is necessary to consider the issue beyond national governance 

structures, practices and culture. This is important because the GFC exposed the international 

repercussions of bad financial incentives. Yet financialisation intensified in the aftermath of the 

GFC, with an ever-increasing leveraged society fuelled by low interest rates and unorthodox 

monetary policy tools, leading to greater inequality and instability. 

Financialisation and shareholder primacy have led to a debate on the future of the modern 

corporation that recognises that many of its features are changing including the role of CG. 

Mayer (2013) contends that shareholders exert excessive control over the modern corporation 

with the result that it exerts negative effects both on society and the economy. His CG proposals 

include a board of directors that strikes a balance between the interests of shareholders and other 

stakeholders and that is independent of shareholders and management. Another is that long-term 

shareholders should decide on the firm’s future and that the influence of short-term shareholders 

– so prominent under financialisation - should be curtailed.4 Veldman et al. (2016) address the 

debate about the role of corporations in society and the implications for CG. Their conclusion is 

that the CG of large public corporations needs to be broadened to take account of the 

corporations’ responsibilities vis-à-vis society and the environment (see also Hart, 2020).  



19 
 

3.2.2 Maximising market share under platform capitalism  

Davis (2017a) was prescient about the demise of the public corporation when he concluded it is 

an “increasingly outdated way of organizing the economy in the U.S.” This is illustrated in Table 

2 which contrasts the firm under both financialisation and platform or digital capitalism. Rahman 

and Thelen (2019) view the platform firm as moving beyond both financialisation and related 

developments in labour markets in twenty first century capitalism. The latter involves the 

Nikeification of firms that retained only core high value-added activities and outsourced and 

franchised all of the non-core and typically low wage activities (Davis, 2015. It also entails what 

Weil (2014) calls the fissurization of the workplace with a deepening institutionalization of 

inequality. However, it should be stressed that the new platform firms including digital 

monopolies have not entirely abandoned all these features.  

The dominant firm type under platform capitalism is Big Tech firms - which are public 

corporations - and unicorns which are private or unquoted firms.5 The latter are large market 

capitalisation in excess of $1bn) with the Ant Group being valued in excess of $300bn before its 

recent postponed IPO. Google is one of the best known Big Tech firms worldwide and is a prime 

example of the Zingales (2020) concept of digital monopolies. The latter are the product of two 

features. One force of concentration is direct and indirect networks externalities which enable 

platforms firms to scale up their operations extremely rapidly (Evans and Schmalansee, 2016). 

This contrast with economies of scale as the driving force under financialisation. The other is 

their hoovering up and monetisation of both personal and customer data as part of their 

marketing strategies (Zuboff, 2019).  

Whilst oligopolies were the dominant firm type under financialization, emerging monopolies are 

the corresponding type under platform capitalism. The sheer size of the platform monopolies is 
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enormous. In January 2020, Google’s parent Alphabet became the fourth US company ever to 

achieve a $1tn market valuation.6  Google and the other 3 - Apple, Amazon, and Microsoft - are 

part of a group of 7 tech giants comprising Facebook, Amazon, Microsoft, Apple, Netflix, 

Google and Spotify (collectively known as the FAMANGS). In early 2021, these accounted for 

more than  20% of the market value of the S&P500 index that is comprised of the 500 largest US 

corporations. These digital (platform) monopolies along with other Big Tech forms like Tesla or 

AirBnB are the most visible proponents of what we call digital or platform capitalism. It is worth 

noting platform capitalism has flourished in both an LME like the US and in a state capitalist 

economy like China with some similar but other distinctive characteristics, most notably the lack 

of personal data privacy in China.7 This suggests that platform capitalism may turn out to be 

more of a global phenomenon than financialisation.  

All of the larger platform firms share common features. Their CEOs typically are their founders 

(such as Mark Zuckerberg at Facebook or Jeff Bezos at Amazon) who retains large stakes in 

their firms and effectively act as blockholders with unprecedented influence on the internal CG 

of their firms. Venture capital (VC) and private equity (PE) investors - whom Rahman and 

Thelen (2019) dub patient investors in this context – also act as blockholders in platform firms. 

Thus we characterise their agency as founder CEOs and VC/ PE backers. This combination 

makes them all powerful in pursuing their goal of market dominance which we interpret as 

maximising market share. The latter in turn boosts their market valuation by offering investors 

the prospect of capturing monopoly rents.  

A related feature of platform firms is their unorthodox CG norms form part of their general 

strategy of disruption and antipathy towards regulation of any sort. This aspect is stressed by 

Rahman and Thelen (2019) and Kramer (2019). The latter also mentions tendencies towards the 
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formation of monopolies with the potential to extract associated rents. Control of the firm is 

achieved by dual class share (DCS) ownership structures which gives their founders and VC and 

PE backers virtually complete control over decision making.8 Under this structure, the founder 

and backer shares carry far more votes and so they continue to control these companies after 

their IPOs. Govindarajan and Srivastava (2018) point to the practice of DCS escalating in the 

21st century. The IPOs of tech companies like Facebook, Google, Alibaba, LinkedIn, and others 

like RE/MAX, WebMD, and Yelp have all adopted DCS structures. Snapchat took this concept 

to an extreme by attaching absolutely no voting rights to their IPO shares.  

The large platform firms have led to egregious levels of income and wealth inequalities at both 

extremes of the distribution. However, apart from Oxfam (2021), very few have  shone the 

spotlight on the extreme levels of personal wealth enjoyed by their founders and backers. Schor 

(2017) identifies Big Tech’s untrammelled for-profit motives as having begun with the 

involvement of VC backers. Since it is extremely difficult to get data on the remuneration of VC 

partners, here we detail the enormous wealth of some Big Tech firm founders while recognising 

that more systematic research is required. Their total remuneration packages are almost entirely 

based on the huge increases (appreciation) in their shareholdings. By contrast, salary levels in 

this context are a distraction as, for example, Mark Zuckerberg’s annual salary at Facebook is 

just $1! At the end of 2020, four of the world’s top five centibillionaires (with wealth excess of 

$100bn) were the (co-) founders of  Big Tech firms. The personal wealth of Jeff Bezos, the 

founder, CEO and Chairman of Amazon, exceeded $200bn in August 2020 but had fallen back 

to $187bn by late December. The remaining Big Tech centibillionaires are Elon Musk at Tesla, 

Bill Gates ex-Microsoft, and Mark Zuckerberg at Facebook who became the youngest 
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centibillionaire in August 2020 at the age of 36. On any count, these extreme levels of personal 

wealth of the Big Tech founders are conspicuous.   

At the other extreme of the income distribution, several studies have focused on the plight of low 

paid gig workers that are classified as independent contractors - without the usual employee 

rights - rather than employees at firms like Amazon and Uber. Thelen (2019) documents how gig 

work is one of several forms of atypical employment on the rise in economies as diverse as the 

US and China. This feature relates directly to low pay, wage inequality and impoverishment for 

most of the workers reliant on this as their main source of income. Fleming (2017) refers to the 

Uberization of the platform economy workforce in this context. Rahman and Thelen (2019) 

argue that big platform firms like Uber and Amazon eschew standard employment contracts for 

most of their drivers by building upon cost-cutting labour practices. Their drivers as independent 

contractors are faced with low fees for their work, little or no social benefits, and no sick pay. A 

Superior Court judge in the state of California ruled in August 2020 that Uber and Lyft drivers 

should be treated as employees (not contractors) and were entitled to sick pay, holidays and other 

benefits, a stance supported in an FT editorial.  However, Uber and Lyft spent more than $200m 

in late 2020 in lobbying and legal fees that helped them overturn this ruling in late 2020.  

These gig economy workers join others on contingent or atypical employment contracts as part 

of what Standing (2011) and Thelen (2019) call the precariat. The latter gives an extensive 

account of the growing importance of the latter in the US labour force and of their increasingly 

desperate plight in a country where the typical safety net of CME social benefits is simply 

absent. Schor (2017) points out that high-skilled workers and others with top qualifications can 

use platforms to increase or supplement their incomes. However, for low-skilled workers 

struggling to survive, the relationship is reversed, and the inherent competition generated by the 
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platform decreases their incomes. Kramer (2019) highlights the effects of platform firm 

robotization and artificial intelligence on the labour market. He views the impact as rising 

unemployment and a further increase in income and wealth inequality.  

There are two pressing issues about the very large platform or Big Tech firms like Amazon, 

Google and Facebook. First, they are digital monopolies (Zingales (2020). Guggenberger (2021) 

describes them as the modern railroads that control the bottlenecks of the internet and so tend to 

nudge customers towards their own rather than third party products. Thus, the regulation of Big 

Tech firms is exercising the regulatory authorities in the US, UK, the EU and China. The second 

issue is that these firms are not complying with the spirit of the social contract on two grounds. 

On one hand, they eschew  responsibility for the welfare of their gig workers and, on the other,  

they use creative accounting to minimise their corporation tax burden. Indeed, several of them 

like Amazon and Apple view tax avoidance as a competitive advantage. Both of these place an 

extra burden on the welfare state or support systems in other economies. Faroohar (2019) makes 

some interesting proposals in this context. 

4 INTERNAL CORPORATE GOVERNANCE 

Internal CG relates to actions and responses to governance issues arising withing firms. In recent 

decades this has focused on mechanisms that reduce frictions between managers and, 

primarily, different groups of shareholders, in the pursuit of maximising shareholder return 

(Filatotchev and Nakajima, 2010). As a result, the existing literature on this topic focuses on both 

the theoretical and actual primacy given to shareholders in CG as a key to the propagation of 

income and wealth inequality. In light of the empirical studies by Piketty and others that show 

extreme rises at the top-end of both the income and wealth distributions (e.g. see Piketty and 

Saez, 2003; Saez and Zucman, 2014), attention has inevitably focused on CEO remuneration, 
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and the mechanisms involved, in driving these inequalities. Inside the CG sphere, however, 

Bratton (2010) notes that level of compensation is not by itself seen as a problem, as it is situated 

within the narrow paradigm of shareholder value. There is, then, a clear need to situate CG 

analysis in a larger socio-economic context that takes account of the implications for income and 

wealth inequality. We therefore first review the literature on executive compensation, before 

addressing the structures within which compensation is determined, namely boards, their 

composition, and co-determination.  

4.1 EXECUTIVE COMPENSATION 

The popular press has devoted a great deal of attention to rising executive compensation, 

especially when considered in relation to the pay received by a firm’s average employee. 

Approximately one in three income earners in the top one percent are executives, managers, or 

supervisors, and one of the things that sets them apart from other top earners is that most of their 

income comes from compensation in the form of salaries, fees, bonuses, stock options, etc. rather 

than from income derived from assets (Jacoby, 2008; Saez, 2018).9 There is already a vast 

literature on the determinants of CEO compensation (see, e.g., Murphy, 2013), which we do not 

attempt to cover here. Instead, we focus on more recent work linking CG, executive 

compensation, and inequality more directly. We make a distinction between, firstly, work that 

presumes executive compensation practices are designed optimally to achieve a desired goal – 

that is to say, they represent “good” CG, and secondly, work that makes the argument that 

executive compensation practices represent a failure of CG.  

In an attempt to design “optimal” contracts, boards have increasingly relied on the use of 

performance-based pay and external benchmarking, especially in CEO compensation (Frydman 
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and Jenter, 2010; Edmans and Gabaix, 2016). Mueller et al. (2017) provide evidence that 

inequality (measured by pay ratios between different hierarchical levels) reflects differences in 

managerial talent and contribution to output. In addition, competitive forces mean that even 

small differences in CEO talent can translate into very large differences in CEO pay (Gabaix and 

Landier, 2008). In a world where companies increasingly take advantage of economies of scale 

and international agglomeration, executive compensation practices amplify inequality. 

Inequality is propagated not just by giving more resources to CEOs, but also by giving less to 

lower-level employees. The pressure to reduce labor costs by whatever means necessary, the 

push to eliminate defined-benefit pension plans, and “the imperative to do more with less” result 

in the employers’ inability to honour their side of various commitments made to lower level 

employees (Dunne et al, 2018).  

The use of performance-based pay for executives can also alter the behaviour and pay of lower-

level employees in more nuanced ways; both in the way it is implemented and by being applied 

to a wider proportion of the workforce. Bandiera et al. (2007) find that when a manager’s 

compensation depends on the average productivity of low-tier workers, the dispersion of low-tier 

wages increases – inequality among low-level workers is driven by the incentive scheme of the 

manager. Similarly, performance-based pay is increasingly implemented on lower-tier workers, 

further increasing the dispersion of income within similar groups of workers (Faggio et al., 

2010). As performance pay becomes more widespread at different levels of the organization, 

inequality is exacerbated even as firm performance improves.  

Compensation schemes can also increase inequality in ways that negatively impact the firm. 

Though benchmarking executive compensation is intended to help boards gather information 

about the market for CEO talent, Pittinsky and DiPrete (2013) show that companies tend to 
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“cherry-pick” peer groups in ways that upwardly bias executive compensation. De Vaan et al. 

(2019) find that there are strong incentives for CEOs to influence the selection of peer groups 

used in benchmarking. As a result, the average firm uses an upwardly biased peer-group in 

benchmarking executive compensation, allowing CEOs to normalize higher (and less variable) 

compensation.10 This can lead to a rightward shift in the entire executive pay distribution 

(DiPrete et al., 2010).  

Moreover, inequality can also have a negative impact directly on firm performance. Tarkovska 

(2017) finds that the CEO compensation relative to other executive directors can have a negative 

impact on board performance through a social comparison effect. Faleye et al. (2013) find that 

tournament incentives only increase productivity in the smallest firms. Other recent work looks 

at a variety of negative effects of pay inequality (and in particular performance pay) on other 

aspects of firm performance. Performance pay is associated with a higher propensity to engage in 

fraud (Haß et al., 2015), misreporting (Armstrong et al., 2013), and excessive risk-taking (Goel 

and Thakor, 2008). Excessive CEO compensation can also harm firm performance and inflict 

larger social costs as inequality concerns infringe upon social norms. Firms face the potential of 

norm enforcement behaviour (Rost and Weibel, 2013) and should take the possibility of public 

outrage into account when making executive pay decisions (Bebchuk and Fried, 2005). Firms 

must also begin to realize that, in the absence of internal checks on the impact of executive 

compensation on societal inequality, their hands may be tied by regulatory or other external 

constraints. 

Recent work has studied some mechanisms for firms to commit to or coordinate on methods for 

restricting CEO compensation. Some possible solutions include greater disclosure, Corporate 

social responsibility (CSR) practices, and capping executive pay. Mandatory disclosure has been 
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shown to help keep CEO pay in check by improving shareholders’ ability to monitor board 

decisions (Marino, 2016), though Mans-Kemp and Vivers (2018) caution that this depends on 

the measures disclosed. A natural question is whether corporations would benefit from disclosing 

similar information of their own accord. CSR initiatives can serve as complementary policies to 

compensation fairness initiatives (Ptashnick and Zuberi, 2015). But it is also possible that 

socially responsible practices are seen as substitutes by firms trying to signal social responsibility 

(for the case of commitments to sustainable development, see Gómez-Bezares et al., 2019). An 

alternate solution is to cap CEO pay. Thanassoulis (2014) finds that a regulatory pay cap on 

bankers’ pay in proportion to a bank’s balance sheet characteristics can lower the bank’s risk and 

raise its value.11 Caps have also been implemented relative to the firm’s average wage (e.g. 

Whole Foods) but there is no formal research on the antecedents or effects of this type of policy.  

As outlined in the introduction, CG practices that contribute to inequality – including executive 

compensation – can be affected by external factors. For example, faced with increasing foreign 

competition, managers may use even more performance related pay and/or increase the 

sensitivity of pay to performance (Cuñat and Guadalupe, 2009). External factors seem to 

exacerbate some internal issues. Another example is the rising importance of global institutional 

investors. Connelly et al. (2016) report that transient institutional investors, with short 

investment horizons and highly diversified positions, positively influence pay dispersion whereas 

dedicated institutional investors negatively influence pay dispersion. Global institutional 

investors can also influence the adoption of practices, like stock option pay in environments that 

are less open to shareholder-primacy (see Geng et al., 2016 for the case of Japan). 

A common criticism of research on executive compensation is that there is an overemphasis on 

financial compensation. There are a variety of non-monetary motivators to explore, and boards 
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would do well to broaden the tools used to compensate and provide incentives for executives. 

Till and Yount (2019) develop an alternative Justice Stewardship Theory that attempts to include 

care for employees, the common good, and other goals associated with Catholic Social Thought. 

The challenge going forward is to develop more alternatives and to formalize their incentives in 

a way that is as straightforward and implementable as monetary incentives. An alternative and 

increasingly popular approach involves tying financial compensation to a more expansive and 

inclusive set of goals. Explicitly entering other stakeholder interests in the objectives and 

decision-making of the firm and incorporating them into key performance indicators and 

executive incentive schemes could help address many failings in CG, including its contribution 

to inequality (Haldane, 2015; Veldman et al., 2016). 

In summary, there are two competing views on executive compensation. The goal of shareholder 

wealth maximisation and the primacy of the principal-agent approach drive governance schemes 

that implement executive compensation practices which, in turn, cause inequality. In this telling, 

inequality is a result of compensation structures required to give managers the incentives to act 

in the best interest of shareholders. Differences in the features of the market for managerial talent 

(Mueller et al., 2017; Gabaix and Landier, 2008) or the way these incentives are applied 

(Bandiera et al., 2007; Faggio et al., 2010) exacerbate inequality though they are a necessary part 

of CG. Well-functioning internal CG results in inequality. But increasingly, there is evidence that 

executive compensation is not designed purely from the point of view of agency issues and 

optimal contracting. Our systematic search of the literature highlights a stream of literature that 

focuses on executive compensation practices as a failure of CG. In this telling, inequality is a 

result of the distortion of executive compensation in favor of management (Pittinsky and 

DiPrete, 2013; De Vaan et al., 2019; DiPrete et al., 2010), unintended incentives to act contrary 
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to the best interests of shareholders (Tarkovska, 2017; Faleye et al., 2013; Haß et al., 2015; 

Armstrong et al., 2013; Goel and Thakor, 2008), and not internalizing the potential backlash to 

firms for their role in increasing inequality (Rost and Weibel, 2013; Bebchuk and Fried, 2005). 

Inequality driven by executive compensation practices is not consistent with the goals of the 

firm.  

The literature presents some mechanisms for firms to commit to or coordinate on methods for 

restricting CEO compensation, but an important and open question remains with regard to 

balancing the need to provide management with incentives with the need to reduce inequality.  

CG research should contribute to our greater understanding of the way in which executive 

compensation can be optimally structured, and whether proposals to reform corporate 

governance, for example expanding the involvement of other stakeholders, will impact on 

executive compensation specifically.  

4.2 BOARD COMPOSITION AND CODETERMINATION 

As previously mentioned, expanding the set of influential stakeholders could help address some 

failings in CG (Haldane, 2015; Veldman et al., 2016). A key approach to introducing broader 

stakeholder motives is through board representation. Greater employee representation on boards 

can contribute to reducing the emphasis on shareholder primacy and the pressures of 

financialisation (Faleye et al., 2006; Ginglinger et al., 2011, Berger et al., 2019). This strategy 

has been effective in reducing gender inequality (Akca and Çaliskan 2018; Balasubramanian 

2013; Carrasco et al. 2015; Lazzaretti et al. 2013; Owen and Temesvary 2019; Seierstad et al., 

2017). But it is not clear that representation, in and of itself, will necessarily reduce income 

inequality. Kim et al. (2018) present evidence that, even though representation makes employees 
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better off by improving risk sharing between employees and employers, workers have to ‘pay’ 

for it with lower wages. In contrast, Jung (2016) empirically demonstrates how the influence of 

workers who seek job security impedes total downsizing but facilitates managerial downsizing. 

There is a need for more evidence in understanding under what circumstance participation 

influences inequality. Given the limited ‘natural experiments’ available to explore this, this 

represents a significant challenge. Another approach that requires further empirical and 

theoretical investigation is that of sustained business excellence, which looks to incorporate 

socially conscious values into corporate culture (e.g. Haldane, 2015; Hart, 2020, Jabnoun 2019; 

Strine, 2014).  

Codetermination provides a promising avenue to explore ways companies can reform to address 

inequality.  There are several definitions of codetermination in terms of employee influence on 

CG, although worker directors are the most important and at the highest possible level, and 

indeed, this is where most of the academic literature that deals explicitly with CG and 

codetermination is clustered (Du Plessis et al., 2017). Worker directors can have a potentially 

important effect in alleviating imbalances of power – and allocation of resources – between 

employers and workers. It means employees have insight into and participate at the highest level 

of decision making in the firm. A variety of reasons have been proposed for why capital governs 

the firm and hires labour as opposed to the other way round, including risk aversion, incentives, 

or simply that the system favours property owners (Dow and Putterman, 1999). Even if worker 

directors represent only a minority voice, it encourages other parties to express their agendas in 

more inclusive and conciliatory terms.  However, much of the literature on codetermination 

focuses on how this supports incremental innovation, rather than on the distributional effects 

(Scholz and Vitols, 2019). Kraft et al. (2011) reject the argument that worker directors dilute 
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owner power and lead to employee shirking and other inefficiencies (Spencer, 2020). Drawing 

upon German evidence, they suggests the result is a redistribution of rents, and does not affect 

productivity adversely. Alongside owners, employees have sunk capital in the firm, the latter in 

the form of organization specific skills and knowledge; codetermination protects such 

investments (Scholz and Vitols, 2019). Moreover, given these investments, employees are likely 

to have important information on optimising both wage distribution and capital allocation.  

Indeed, Scholz and Vitols (2019) suggest that codetermination may enhance productivity, as well 

as the quality of production.  

Both sides of the debate agree that codetermination, and more specifically worker directors, 

impact on wage distribution. In comparing relative strength of codetermination requirements 

across both the EU and the OECD, Bosch and Weinkopf (2017) conclude that codetermination 

rights have a significantly negative impact on Gini indexes.  McGaughey (2016) suggests this is 

the case because codetermination alleviates the effects of market failure: in the absence of such 

measures, wage inequality further weakens the bargaining power of workers, worsening 

transactional imbalances.  

The primacy given to shareholders has been a “device for achieving a particular distribution that 

favours  a select group of financial institutions, shareholders and executives exclusively rather 

than all stakeholders” (Clarke et al., 2019, p.7). One response has been to argue that possession 

of shares is distinct from the ownership of a corporation. Whereas shares give residual claims 

and voting rights, they do not give rights directly to use or manage the assets in the companies. 

Hence shareholder priorities are only partially representative of the interests of a company and 

lead to short term speculative decisions that undermine the assumption that pursuing shareholder 

value will lead to maximisation of aggregate social wealth (Ireland, 2005). In this regard, the 



32 
 

theory needs to reincorporate how internal CG mechanisms relate to other stakeholders of the 

company. Different approaches to understanding the nature of a corporation beyond the nexus of 

contracts view are suggested by many, including Cioffi (2010) and Weinstein (2012). 

The prevalent model of board composition, focusing on shareholder representation, reflects a 

narrow definition of ownership that has led to policies and actions that have shaped inequality. 

Broadening the notion of ownership helps us to understand internal CG’s role as having an 

expanded domain of influence, and as such, provides an agenda to explore its potential to reduce 

inequality. This area needs further empirical work to understand under what circumstances, in 

different institutional environments, opening up board composition to workers can be successful 

at reducing inequality, while meeting all stakeholder objectives. 

5 CONCLUSION 

Our goal in this review has been to better understand how CG, through its influence on firms’ 

goals, decisions and actions, can play a role in one of the central questions of contemporary 

society – inequality. In order to do so, we carried out a systematic review of the literature and 

identified key insights and important gaps. In this section, we highlight some key takeaways.  

The review on external CG documents the importance of contextualising it within relevant 

institutional frameworks, and to explore how the interrelations between the firms in 

contemporary capitalism (financialisation and digitisation) and CG, shape inequality. 

Stakeholder power varies according to national corporate governance system and this directly 

impacts on managerial practice, and, hence, income inequality (Cobb, 2016). There is much 

room to further explore the divergent effects of corporate governance reform, and how its effects 

are moulded by existing and emerging political dynamics, and relative stakeholder power.  
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One of the most salient trends identified is the rise of platform capitalism (Rahman and Thelen, 

2019) or digital monopolies (Zingales, 2020) that raise explicit concerns about increasing wealth 

and income  inequality. These include a rapidly growing precariat of gig workers with none of 

the rights enjoyed by traditional workers. While gig workers may place additional burdens on 

welfare provision, Big Tech firms engage in widespread tax avoidance despite record profits. 

Finally, Big Tech entrepreneurs enjoy extreme levels of personal wealth alongside untrammelled 

levels of control over their firm via dual class share schemes. All of these offer scope for further 

research. 

The review on internal CG reveals how the literature is limited in its reliance on agency theory 

and shareholder primacy. In an attempt to provide management with the proper incentives to 

overcome agency problems, inequality has been allowed to increase unchecked as companies 

become larger, industries more concentrated, and as performance pay is implemented at lower 

levels of the company. There is also convincing documentation that the process for determining 

executive compensation can be abused, create incentives to make bad decisions, have 

disincentive effects on other employees, and inspire a backlash from the rest of society. Attempts 

to diversify board composition have had some success in alleviating this problem, but have been 

limited in scope. 

The broad and undeniably heterogenous literature on inequality and governance both provides 

detailed insights on the present condition, and implicitly or explicitly opens up a number of 

directions for future research. Firstly, the literature is divided into distinct disciplinary silos. 

Many of the links to external or internal CG are implicit or assumed rather than fully articulated 

as would be possible in an interdisciplinary framework. Secondly, there is scope for both 

theoretical and empirical work to better understand the role that CG can play in limiting the rise 
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of inequality and, in particular, what actions can be taken to alter the governance structure in 

order to change the way firms do things. Thirdly, the rise of right-wing populism, in a growing 

number of countries, including the US, UK, Brazil and India, highlights the importance of taking 

politics into account; rising inequality within the firm has, when coupled with the hollowing out 

of the welfare state, led to political blowback (Skocpol and Hertel-Fernandez, 2016). Yet, the 

remedies of right-wing populists often incorporate elements of disaster capitalism (Wilkin, 

2018), in turn, opening the way for even greater inequality.    

The literature on attempts to restrict CEO pay are not conclusive, either with respect to their 

effects on inequality within the firm or in society as a whole. Details of the policy changes, as 

well as the institutional backdrop play an important, and as yet not well understood, role. Future 

CG research should help practitioners to design executive compensation policy that provides the 

proper incentives for senior management and addresses perverse incentives and negative knock-

on effects. The reliance on agency and stakeholder theory is thus a limiting factor in the 

development of our understanding of CEO compensation and its role in fostering inequality. But, 

much as shareholder primacy and agency theory have exacerbated inequality in unexpected 

ways, it is important to develop a better understanding of how alternate frameworks will play a 

role in determining inequality of income and wealth. Though some alternatives have been 

proposed (see, e.g. Veldman et al., 2016), the mechanisms through which they would address 

inequality are not clear. This review argues that future research should take into account the 

specific institutional context, as well as the increasing importance of new modes of business, 

most importantly platform capitalism. 

Of course, the final step would be to unify external and internal CG into a consistent and 

coherent theoretical framework that takes account of the institutional context and internal 
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mechanisms that affect inequality. Although the literature on comparative capitalism argues that 

it is a firm-centred analysis (Hall and Soskice, 2001), evidence based on intra-organizational 

practices (as adverse to contextual features), remains limited (Wood et al., 2014). An important 

extension of this, in the current climate, would be to focus on risk culture and how CG changes 

within tech firms.  
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ENDNOTES 

 
1 Leading textbooks on CG tend to offer a menu of definitions varying in scope and focus (see, for example, 
Goergen, 2018; Mallin, 2016; or Tricker, 2015). 
 
2 Our focus is on income and wealth distribution, though we recognize that corporate governance also has an impact 
on other forms of inequality, including race and gender. For surveys on these topics, see Adams and Funk (2012), 
Bapuji et al. (2020), Field et al. (2020), and Nguyen et al. (2020). 
  
3 Another effect commonly associated with financialization, rising executive compensation, is discussed in detail in 
section 4.1. 
 
4 See also Singh et al. (2005). 
 
5 See Faroohar (2019) for a sceptical view of such Big tech firms. 
 
6 “Reasons to beware the growing $1tn tech club” Financial Times, January 19, 2020. 
 https://www.ft.com/content/a8dade28-392d-11ea-a6d3-9a26f8c3cba4 
 
7 See  Lüthje (2019) for a distinction between the German production-driven and Chinese distribution-driven 
pathways to manufacturing digitalisation. The main difference is that the latter is e-commerce driven relying on big 
platform giants like China’s Alibaba and Tencent. 
 
8 The economic evidence on DCS is mixed but Gompers et al. (2010) found lower stock returns for DCS firms 
relative to single-class firms using US data from 1994-2002. 
 
9 Big tech executives also hold shares in their companies and thus benefit from the share price appreciation. Mark 
Zuckerberg is a prime example despite his salary of $1 with current wealth in excess of $100bn! 
 
10 A similar argument has been made about the role of pay consultants (Bebchuk et al., 2002), though this is 
contested (Voulgaris et al., 2010). 
 
11 Thanassoulis (2012) warns that such a cap can have negative effects if the regulator only controls a small subset 
of banks. 



37 
 

REFERENCES 

Acemoglu, D. (2002). Technical change, inequality, and the labor market. Journal of economic 

literature, 40(1), 7-72. 
 
Adam, F., Kristan, P., & Tomsšič, M. (2009). Varieties of capitalism in Eastern Europe (with 
special emphasis on Estonia and Slovenia). Communist and post-communist studies, 42(1), 65-81. 
 
Adams, R. B., & Funk, P. (2012). Beyond the glass ceiling: Does gender matter?. Management 

science, 58(2), 219-235. https://doi.org/10.1287/mnsc.1110.1452. 
 
Akca, M., & Çalışkan, B. Ö. Ö. (2018). Gender Diversity in Board of Directors: A Content 
Analysis From Turkey–Women's Presence Level in Turkey's Boards. In Management Techniques 

for a Diverse and Cross-Cultural Workforce (pp. 20-38). IGI Global. https://doi.org/10.4018/978-
1-5225-4933-8.ch002. 
 
Alstadsæter, A., Johannesen, N., & Zucman, G. (2019). Tax evasion and inequality. American 

Economic Review, 109(6), 2073-2103. 
 
Alvarez, I. (2015). Financialization, non-financial corporations and income inequality: the case of 
France. Socio-Economic Review, 13(3), 449-475. 
 
Armstrong, C. S., Larcker, D. F., Ormazabal, G., & Taylor, D. J. (2013). The relation between 
equity incentives and misreporting: The role of risk-taking incentives. Journal of Financial 

Economics, 109(2), 327-350. 
 
Atkinson, A.B., Hasell, J., Morelli, S., & Roser M. (2017). The Chartbook of Economic Inequality, 
https://www.chartbookofeconomicinequality.com/about/. 
 
Autor, D. H., Dorn, D., & Hanson, G. H. (2013). The China syndrome: Local labor market effects 
of import competition in the United States. American Economic Review, 103(6), 2121-68. 
 
Baker, M., Greenwood, R., Wurgler, J.(2009) Catering through nominal share prices. Journal of 

Finance 64, 2559-2590.  
 

Balasubramanian, N. (2013). Gender equality, inclusivity and corporate governance in 
India. Journal of Human Values, 19(1), 15-28. https://doi.org/10.1177/0971685812470327. 
 
Bandiera, O., Barankay, I., & Rasul, I. (2007). Incentives for managers and inequality among 
workers: Evidence from a firm-level experiment. The Quarterly Journal of Economics, 122(2), 
729-773. 
 
Bapuji, H., Ertug, G., & Shaw, J. D. (2020). Organizations and societal economic inequality: a 
review and way forward. Academy of Management Annals, 14(1), 60-91. 
https://doi.org/10.5465/annals.2018.0029. 
 



38 
 

Bapuji, H., Husted, B. W., Lu, J., & Mir, R. (2018). Value creation, appropriation, and distribution: 
How firms contribute to societal economic inequality. Business & Society, 57(6), 983-1009. 
https://doi.org/10.1177/0007650318758390. 
 
Bebchuk, L. A., & Fried, J. M. (2005). Pay without performance: Overview of the issues. Journal 

of applied corporate finance, 17(4), 8-23. 
 
Bebchuk, L. A., Fried, J. M., & Walker, D. I. (2002). Managerial Power and Rent Extraction in 
the Design of Executive Compensation. The University of Chicago Law Review, 69, 751-846. 
 
Berger, S., Pries, L., & Wannöffel, M. (Eds.). (2019). The Palgrave Handbook of Workers' 

Participation at Plant Level. Palgrave Macmillan. 
 
Berle, A. A., & Means, G. (1932). The modern corporation and private property New Edition. 
Brunswick (USA) and London (U.K.): Transaction Publishers. 
 
Berlet, C., & Lyons, M. N. (2018). Right-wing populism in America: Too close for comfort. 
Guilford Publications. 
 
Bharti, N. K. (2018). Wealth Inequality, Class and Caste in India, 1961-2012. WID. World 

Working Paper 2018/14. 
 
Blair, M. (1995). Ownership and Control: Rethinking Corporate Governance for the Twenty-first 

Century. Washington: The Brookings Institution. 
 
Blanchet, T. (2016). “Wealth Inequality in Europe and in the United States: Estimations from 
Surveys, National Accounts and Wealth Rankings.” Paris School of Economics Master Thesis, 96. 
 
Bor, J., Cohen, G.H. and Galea, S. (2017). Population health in an era of rising income 
inequality: USA, 1980–2015. The Lancet, 389(10077), 1475-1490. 

Bosch, G. (2015). Shrinking collective bargaining coverage, increasing income inequality: A 
comparison of five EU countries. International Labour Review, 154(1), 57-66. 
 
Bosch, G., & Weinkopf, C. (2017). Reducing wage inequality: The role of the state in improving 
job quality. Work and Occupations, 44(1), 68-88. 
 
Bratton, W. (2010). Supersize Pay, Incentive Compatibility, and the Volatile Shareholder Interest. 
In F. Kieff & T. Paredes (Eds.), Perspectives on Corporate Governance (pp. 150-188). 
Cambridge: Cambridge University Press. doi:10.1017/CBO9780511763076.007 
 
Brei, M., Ferri, G., & Gambacorta, L. (2018). Financial structure and income inequality (No. 756). 
Bank for International Settlements. 
 
Bruff, I., & Ebenau, M. (2014). Critical political economy and the critique of comparative 
capitalisms scholarship on capitalist diversity. Capital & Class, 38(1), 3-15. 
 



39 
 

Card, D., Lemieux, T., & Riddell, W. C. (2004). Unions and wage inequality. Journal of Labor 

Research, 25(4), 519-559. 
 
Carney, M., & Nason, R. S. (2018). Family business and the 1%. Business & Society, 57(6), 1191-
1215. https://doi.org/10.1177/0007650316661165. 
 
Carrasco, A., Francoeur, C., Labelle, R., Laffarga, J., & Ruiz-Barbadillo, E. (2015). Appointing 
women to boards: Is there a cultural bias?. Journal of Business Ethics, 129(2), 429-444. 
https://doi.org/10.1007/s10551-014-2166-z. 
 
Carruthers, B.G., & Kim, J.C. (2011). The Sociology of Finance. Annual Review of Sociology, 
37(1), 239-259. https://doi.org/10.1146/annurev-soc-081309-150129. 
 
Chatterjee, A., Czajka, L., & Gethin, A. (2020). Estimating the distribution of household wealth 

in South Africa (No. 2020/06). WID.world Working Paper. 
 
Cioffi, J. W. (2010). Fiduciaries, federalization, and finance capitalism: Berle's ambiguous legacy 
and the collapse of countervailing power. Seattle UL Rev., 34, 1081. 
 
Clarke, T., Jarvis, W., & Gholamshahi, S. (2019). The impact of corporate governance on 
compounding inequality: Maximising shareholder value and inflating executive pay. Critical 

Perspectives on Accounting, 63, 102049. https://doi.org/10.1016/j.cpa.2018.06.002. 
 
Cobb, J.A. (2016). How firms shape income inequality: Stakeholder power, executive decision 
making, and the structuring of employment relationships. Academy of Management Review, 41(2), 
324-348. 
 
Cobb, J. A., & Lin, K. H. (2017). Growing apart: The changing firm-size wage premium and its 
inequality consequences. Organization Science, 28(3), 429-446. 
 
Cobb, J. A., & Stevens, F. G. (2017). These unequal states: Corporate organization and income 
inequality in the United States. Administrative Science Quarterly, 62(2), 304-340. 
https://doi.org/10.1177/0001839216673823. 
 
Connelly, B. L., Haynes, K. T., Tihanyi, L., Gamache, D. L., & Devers, C. E. (2016). Minding the 
gap: Antecedents and consequences of top management-to-worker pay dispersion. Journal of 

Management, 42(4), 862-885. 
 
Crouch, C., 2005. Capitalist diversity and change: Recombinant governance and institutional 

entrepreneurs. Oxford: Oxford University Press. 
 
 
Culpepper, P. D., & Thelen, K. (2020). Are we all amazon primed? consumers and the politics of 
platform power. Comparative Political Studies, 53(2), 288-318. 
 



40 
 

Cumming, D. J., Wood, G., & Zahra, S. A. (2020). Human resource management practices in the 
context of rising right‐wing populism. Human Resource Management Journal. Early online at: 
https://onlinelibrary.wiley.com/doi/abs/10.1111/1748-8583.12269 
 
Cuñat, V., & Guadalupe, M. (2009). Globalization and the provision of incentives inside the firm: 
The effect of foreign competition. Journal of Labor Economics, 27(2), 179-212. 
 
Davis, G.F. (2015). Corporate Power in the Twenty-First Century. In S. Rangan (Ed.),  
Performance and Progress: Essays on Capitalism, Business, and Society (pp.395-414). Oxford 
University Press. 
 
Davis, G.F. (2017). How institutions create income inequality. In R. Greenwood, C. Oliver, T. 
Lawrence & R. Meyer (Eds.), The Sage handbook of organizational institutionalism (pp.689-704). 
London: Sage. 
 
Davis, G. (2017a). Post-corporate: The disappearing corporation in the new economy Available 
at: http://www.thirdway.org/report/post-corporate-the-disappearing-corporation-in-the-new-
economy  
 
Davis, L. E. (2017). Financialization and investment: A survey of the empirical literature. Journal 

of Economic Surveys, 31(5), 1332-1358. 
 
De Vaan, M., Elbers, B., & DiPrete, T. A. (2019). Obscured transparency? Compensation 
benchmarking and the biasing of executive pay. Management Science, 65(9), 4299-4317. 
 
DiPrete, T. A. (2007). What has sociology to contribute to the study of inequality trends? A 
historical and comparative perspective. American Behavioral Scientist, 50(5), 603-618. 
 
DiPrete, T. A., Eirich, G. M., & Pittinsky, M. (2010). Compensation benchmarking, leapfrogs, and 
the surge in executive pay. American Journal of Sociology, 115(6), 1671-1712. 
 
Dow, G., & Putterman, L.  (1999).  Why Capital (Usually) Hires Labor. In M. Blair & M. Roe 
(Eds.), Employees and Corporate Governance (pp. 17-55). Washington: Brookings.  
 
Du Plessis, J.J., Großfeld, B., Luttermann, C., Saenger, I., Sandrock, O., & Casper, M. (2017). 
German corporate governance in international and European context. Springer. 
 
Dunne, S., Grady, J., & Weir, K. (2018). Organization studies of inequality, with and beyond 
Piketty. Organization, 25(2), 165-185. 
 
Edmans, A., & Gabaix, X. (2016). Executive compensation: A modern primer. Journal of 

Economic literature, 54(4), 1232-87. 
 
Evans, D. S., & Schmalensee, R. (2016) Matchmakers: The New Economics of Multisided 
Platforms. Boston: Harvard Business Review Press. 
 



41 
 

Faggio, G., Salvanes, K.G., & Van Reenen, J. (2010). The evolution of inequality in productivity 
and wages: panel data evidence. Industrial and Corporate Change, 19(6), 1919-1951. 
 
Faleye, O., Mehrotra, V., & Morck, R. (2006). When labor has a voice in corporate governance. 
Journal of financial and quantitative analysis, 41(3), 489-510. 
 
Faleye, O., Reis, E., & Venkateswaran, A. (2013). The determinants and effects of CEO–employee 
pay ratios. Journal of Banking & Finance, 37(8), 3258-3272. 
 
Faroohar, R. (2019) Don’t be Evil: The Case against Big Tech. Penguin. 
 
Ferdosi, M. (2019). Post-crisis labour market outcomes in worlds of welfare and varieties of 
capitalism. Transfer: European Review of Labour and Research, 25(4), 407-420 
 
Field, L. C., Souther, M. E., & Yore, A. S. (2020). At the table but can't break through the glass 
ceiling: Board leadership positions elude diverse directors. Journal of Financial Economics, 

137(3), 787-814. https://doi.org/10.1016/j.jfineco.2020.04.001. 
 
Filatotchev, I., & Nakajima, C. (2010). Internal and external corporate governance: An interface 
between an organization and its environment. British Journal of Management, 21(3), 591-606. 
 
Fleming, P. (2017). The human capital hoax: Work, debt and insecurity in the era of Uberization. 
Organization Studies, 38, 691-709. 
 
Frege, C., & Godard, J. (2014). Varieties of capitalism and job quality: The attainment of civic 
principles at work in the United States and Germany. American Sociological Review, 79(5), 942-
965. 
 
Friedman, M. (1970) The social responsibility of business is to increase its profits. New York 
Times, September 3, 1970. 
 
Frydman, C., & Jenter, D. (2010). CEO compensation. Annual Review of Financial Economics, 
2(1), 75-102. 
 
Gabaix, X., & Landier, A. (2008). Why has CEO pay increased so much? The Quarterly Journal 

of Economics, 123(1), 49-100. 
 
Geng, X., Yoshikawa, T., & Colpan, A. M. (2016). Leveraging foreign institutional logic in the 
adoption of stock option pay among Japanese firms. Strategic Management Journal, 37(7), 1472-
1492. 
 

Ginglinger, E., Megginson, W., & Waxin, T. (2011). Employee ownership, board representation, 
and corporate financial policies. Journal of Corporate Finance, 17(4), 868-887. 
 
Goel, A. M., & Thakor, A. V. (2008). Overconfidence, CEO selection, and corporate governance. 
Journal of Finance, 63(6), 2737–2784. 



42 
 

 
Goergen, M. (2018). Corporate Governance: A Global Perspective. Cengage Learning. 
 
Goergen, M., Brewster, C., & Wood, G. (2013). The effects of the national setting on employment 
practice: The case of downsizing. International Business Review, 22(6), 1051-1067. 
 
Gómez-Bezares, F., Przychodzen, W., & Przychodzen, J. (2019). Corporate Sustainability and 
CEO–Employee Pay Gap—Buster or Booster?. Sustainability, 11(21), 6023.  
 
Gompers, P. A., Ishii, J., & Metrick, A. (2010). Extreme governance: An analysis of dual-class 
firms in the United States. Review of Financial Studies, 23, 1051-1088. 
 
Gordon, R. J., & Dew-Becker, I. (2007). Selected issues in the rise of income inequality. Brookings 

Papers on Economic Activity, 2007(2), 169-190. 
 
Govindarajan, V., & Srivastava, A. (2018) Reexamining dual-class stock. Business Horizons, 61, 
461-466. 
 
Greer, I., & Doellgast, V. (2017). Marketization, inequality, and institutional change: Toward a 
new framework for comparative employment relations. Journal of industrial relations, 59(2), 192-
208. 
 
Guggenberger, N. (2021) Essential platforms. Stanford Technology Law Review, Forthcoming, 

Available at SSRN: http://dx.doi.org/10.2139/ssrn.3703361 

 
Hacker, J.S. and Pierson, P. (2020). Let them Eat Tweets: How the Right Rules in an Age of 

Extreme Inequality. New York: Liveright Publishing. 
 
Haldane, A. (2015). Who owns a company? (Vol. 2019). http://www.hrmaturity.com/wp-
content/uploads/2015/08/BoE-speech-Who-owns-a-company.pdf 
 
Hall, P. A. (2015). Varieties of capitalism. In R. Scott & M. Buchmann (Eds.), Emerging Trends 

in the Social and Behavioral Sciences: An Interdisciplinary, Searchable, and Linkable Resource 
(pp.1-15).  London: Wiley. 
 
Hall, P. A., & Gingerich, D. W. (2009). Varieties of capitalism and institutional complementarities 
in the political economy: An empirical analysis. British journal of political science, 39(3), 449-
482. 
 
Hall, P. A., & Lamont, M. (2013). Introduction. In P. A. Hall & M. Lamont (Eds.), Social resilience 

in the neoliberal era (pp. 4-52). Cambridge Cambridge University Press. 
 
Hall, P. A., & Soskice, D. (2001). An introduction to varieties of capitalism. op. cit, 21-27. 
 



43 
 

Hamann, K., & Kelly, J. (2008). Varieties of capitalism and industrial relations. In P. Blyton, E. 
Heery, N. Bacon, & J. Fiorito (Eds.), The SAGE handbook of industrial relations (pp.129-148).  
London: Sage. 
 
Han, K. J. (2016). Income inequality and voting for radical right-wing parties. Electoral Studies, 
42, 54-64. 
 
Hancké, B. (2009). Introducing the debate. In B. Hancke (Ed.), Debating Varieties of 

Capitalism: A Reader (pp.1-20). Oxford: Oxford University Press. 
 
Hart, O. (2020). Shareholders don’t always want to maximize shareholder value. In Zingales et 
al. (2020), op. cit., 51-54. 
 

Haß, L. H., Müller, M. A., & Vergauwe, S. (2015). Tournament incentives and corporate fraud. 
Journal of Corporate Finance, 34, 251-267. 
 
Hassel, A. (2014). Trade Unions and the Future of Democratic Capitalism. In P. Beramendi, S. 
Häusermann, H. Kitschelt & H. Kriesi (Eds.), The Politics of Advanced Capitalism. Cambridge: 
Cambridge University Press. 
 
Hein, E., Detzer, D., & Dodig, N., (Eds.) (2016). Financialisation and the Financial and Economic 
Crises: Country Studies. Cheltenham: Edward Elgar. 
 
Heyes, J., Lewis, P., & Clark, I. (2014). Varieties of capitalism reconsidered: learning from the 
great recession and its aftermath. In M. Hauptmeier & M. Vidal (Eds.), Comparative Political 

Economy at Work (pp.33-51). London: Palgrave Macmillan. 
 
Howell, D. R., & Kalleberg, A. L. (2019). Declining job quality in the United States: 
Explanations and evidence. RSF: The Russell Sage Foundation Journal of the Social 

Sciences, 5(4), 1-53. 
 
Ireland, P. (2005). Shareholder primacy and the distribution of wealth. The Modern Law Review, 

68(1), 49–81. https://doi.org/10.1111/j.1468-2230.2005.00528.x. 
 
Jabnoun, N. (2019). A Proposed Model for Sustainable Business Excellence. Management 

Decision, 58(2), 221–38. https://doi.org/10.1108/MD-06-2018-0691. 
 

Jacobs, M., & Mazzucato, M., (Eds.). (2016). Rethinking Capitalism. Wiley-Blackwell. 
 
Jacoby, S. M. (2008). Finance and Labor: Perspectives on Risk, Inequality and Democracy. 
Comparative Labor Law and Policy Journal, 30, 17–61. 
 
Jung, J. (2016). Through the contested terrain: Implementation of downsizing announcements by 
large US firms, 1984 to 2005. American Sociological Review, 81(2), 347-373. 
https://doi.org/10.1177/0003122416629756. 
 



44 
 

Kaplan, S. N., & Rauh, J. (2009). Wall Street and Main Street: What contributes to the rise in the 
highest incomes? The Review of Financial Studies, 23(3), 1004-1050. 
 
Kay, J., (2015, January 6). Rise in US and UK Inequality Principally Due to Financialisation and 
Executive Pay, Financial Times. 
 
Kenworthy, L. (2010). Institutions, wealth, and inequality. In G. Morgan, J. Campbell, C. Crouch, 
O. K. Pedersen, & R. Whitley (Eds.), The Oxford Handbook of Comparative Institutional Analysis 

(pp.399-420). Oxford: Oxford University Press. 
 
Kim, E. H., Maug, E., & Schneider, C. (2018). Labor representation in governance as an insurance 
mechanism. Review of Finance, 22(4), 1251-1289. 
 
Köhler, K., Guschanski, A., & Stockhammer, E. (2019). The impact of financialisation on the 
wage share: a theoretical clarification and empirical test. Cambridge Journal of Economics, 43, 
937-974. 
 
Kraft, K., Stank, J., & Dewenter, R. (2011). Co-determination and innovation. Cambridge Journal 

of Economics, 35(1), 145-172. 
 
Kramer, H. (2019). Digitisation, Monopoly Formation and Economic Inequality. Wirtschaftsdienst 

99, 57-62 
 
La Porta, R., Lopez-de-Silanes, F., Shleifer, A., & Vishny, R. W. (1998). Law and finance. Journal 

of Political Economy, 106(6), 1113-1155. 
 
Lallement, M. (2011). Europe and the economic crisis: forms of labour market adjustment and 
varieties of capitalism. Work, employment and society, 25(4), 627-641. 
 
Lauder, H., Brown, P., & Ashton, D. (2008). Globalisation, skill formation and the varieties of 
capitalism approach. New Political Economy, 13(1), 19-35. 
 
Lazonick, W. (2014). Profits without prosperity. Harvard Business Review, 92(9), 46-55.  
 
Lazonick, W., & O'Sullivan, M. (2000). Maximizing shareholder value: a new ideology for 
corporate governance. Economy and Society, 29(1), 13-35. 
 
Lazzaretti, K., Godoi, C. K., Camilo, S. P. O., & Marcon, R. (2013). Gender diversity in the boards 
of directors of Brazilian businesses. Gender in Management: An International Journal, 28(2), 94-
110. https://doi.org/10.1108/17542411311303239. 
 
Lemieux, T., MacLeod, W. B., & Parent, D. (2009). Performance pay and wage inequality. The 

Quarterly Journal of Economics, 124(1), 1-49.  
 
Lindley, J., & McIntosh, S. (2014).  Finance sector wages: explaining their high level and growth. 
VOX CEPR Policy Portal, September 21, 2-14. 



45 
 

 
Lupu, N., & Pontusson, J. (2011). The structure of inequality and the politics of 
redistribution. American Political Science Review, 105(2), 316-336. 
 
Lüthje, B. (2019).  Platform Capitalism ‘Made in China’? Intelligent Manufacturing, Taobao 
Villages and the Restructuring of Work. Science, Technology & Society, 24(2), 199–217. 
 
Makhlouf, Y., Kellard, N.  M., & Vonogradov, D. (2020). Finance-Inequality Nexus: the long and 
the short of it. Economic Inquiry, forthcoming. 

 

Mallin, A. M. (2016). Corporate Governance, 5th edition.Oxford University Press. 
 
Mans-Kemp, N., & Viviers, S. (2018). Executive performance evaluation and remuneration: 
Disclosure and practices of selected listed South African companies (2002− 2015). South African 

Journal of Accounting Research, 32(2-3), 154-173. 
 
Marino, B. (2016). Show Me the Money: The CEO Pay Ration Disclosure Rule and the Quest for 
Effective Executive Compensation Reform. Fordham Law Revue, 85, 1355. 
 
Mayer, C. (2013). Firm Commitment: Why the corporation is failing us and how to restore trust 

in it. Oxford: Oxford University Press. 
 
McGaughey, E. (2016). The Codetermination Bargains: The History of German Corporate and 
Labor Law. Columbia Journal of European Law, 23(1), 135. 
 
Milberg, W., & Winkler, D. (2010). Economic insecurity in the new wave of globalization: 
offshoring and the labor share under varieties of capitalism. International Review of Applied 

Economics, 24(3), 285-308. 
 
Mishel, L., & Wolfe, J. (2019). CEO Compensation has Grown 940% Since 1978. Economic 
Policy Institute. https://www.epi.org/publication/ceo-compensation-2018/ 
 
Mueller, H. M., Ouimet, P. P., & Simintzi, E. (2017). Within-firm pay inequality. The Review of 

Financial Studies, 30(10), 3605-3635. 
 
Murphy, K. J. (2013). Executive compensation: Where we are, and how we got there. In Handbook 

of the Economics of Finance (Vol. 2, pp. 211-356). Elsevier. 
 
Nguyen, T. H. H., Ntim, C. G., & Malagila, J. K. (2020). Women on corporate boards and 
corporate financial and non-financial performance: A systematic literature review and future 
research agenda. International Review of Financial Analysis, 70, 101554. 
https://doi.org/10.1016/j.irfa.2020.101554. 
 
Nölke, A. (2016). Economic causes of the Eurozone crisis: the analytical contribution of 
Comparative Capitalism. Socio-Economic Review, 14(1), 141-161. 
 



46 
 

Nölke, A. (2018). Beware of Financialization! In J. Pixley & H. Flam (Eds.), Critical Junctures in 

Mobile Capital (pp. 156-181). Cambridge: Cambridge University Press. 
doi:10.1017/9781316995327.008 
 
Novokmet, F., Piketty, T., & Zucman, G. (2018). From Soviets to oligarchs: inequality and 
property in Russia 1905-2016. The Journal of Economic Inequality, 16(2), 189-223. 
 
Oskarsson, S. (2005). Organised labour and varieties of capitalism. In P. Oberg & T.  Svensson 
(Eds.), Power and institutions in industrial relations regimes: political science perspectives on the 

transition of the Swedish model (pp.161-182). Stockholm, National Institute for Working Life. 
 
Owen, A. L., & Temesvary, J. (2019). CEO Compensation, Pay Inequality, and the Gender 
Diversity of Bank Board of Directors. Finance Research Letters, 30, 276–79. 
https://doi.org/10.1016/j.frl.2018.10.010. 
 
Oxfam (2021) The Inequality Virus. 
https://oxfam.app.box.com/s/m7lab231vgyee3hti2qigu8qvc6o9wd1/file/764213341297  
 
Philippon, T., & Reshef, A. (2012). Wages and Human Capital in the U.S. Finance Industry: 1909–
2006. Quarterly Journal of Economics, 127(4), 1551–1609. 
 
Piketty, T., & Saez, E. (2003). Income Inequality in the United States, 1913–1998. Quarterly 

Journal of Economics, 118(1), 1–41. 
 
Piketty, T., Yang, L., & Zucman, G. (2019). Capital Accumulation, Private Property, and Rising 
Inequality in China, 1978–2015. American Economic Review, 109(7), 2469–96. 
 
Pittinsky, M., & DiPrete, T. A. (2013). Peer group ties and executive compensation networks. 
Social science research, 42(6), 1675-1692. 
 
Ptashnick, M., & Zuberi, D. (2015). Certifying voluntary living wage employers. International 

Journal of Sociology and Social Policy, 35(9/10), 618-634. 
 
Rahman K. S., & Thelen, K. (2019). The Rise of the Platform Business Model and the 
Transformation of Twenty-First Century Capitalism. Politics & Society, 47(2), 177–204.  
 
Roe, M. J., (2006). Political determinants of corporate governance: Political context, corporate 

impact. Oxford University Press on Demand. 
 
Rost, K., & Weibel, A. (2013). CEO pay from a social norm perspective: The infringement and 
reestablishment of fairness norms. Corporate Governance: An International Review, 21(4), 351-
372. 
 
Rueda, D., & Pontusson, J. (2000). Wage inequality and varieties of capitalism. World Politics, 
52(3), 350-383. 
 



47 
 

Saez, E. (2018). Striking it richer: The evolution of top incomes in the United States. In Inequality 

in the 21st Century (pp. 39-42). Routledge. 
 
Saez, E., & Zucman, G. (2016). Wealth inequality in the United States since 1913: Evidence from 
capitalized income tax data. The Quarterly Journal of Economics, 131(2), 519-578. 
 
Scholz, R., & Vitols, S. (2019). Board-level codetermination: A driving force for corporate social 
responsibility in German companies?. European Journal of Industrial Relations, 25(3), 233-246. 
 
Schor, J. B. (2017). Does the sharing economy increase inequality within the eighty percent? 
Findings from a qualitative study from platform providers. Cambridge Journal of Regions, 

Economy and Society, 10, 263–79. 
 
Schröder, M. (2013). Integrating varieties of capitalism and welfare state research: A unified 

typology of capitalisms. Cham: Springer. 
 
Schröder, M. (2017). Is income inequality related to tolerance for inequality?. Social Justice 

Research, 30(1), 23-47. 
 
Schröder, M. (2019). Varieties of capitalism and welfare regime theories: Assumptions, 
accomplishments, and the need for different Methods. KZfSS Kölner Zeitschrift für Soziologie und 

Sozialpsychologie, 71, 1-21. 
 
Schymik, J. (2018). Globalization and the evolution of corporate governance. European 

Economic Review, 102, 39-61. 
 
Seierstad, C., Gabaldon, P., & Mensi-Klarbach, H. (Eds.). (2017). Gender Diversity in the 

Boardroom. Springer. https://doi.org/10.1007/978-3-319-56142-4. 
 
Singh, A., Glen, J., Zammit, A., De‐Hoyos, R., Singh, A., & Weisse, B.  (2005). Shareholder value 
maximisation, stock market and new technology: Should the US corporate model be the universal 
standard?. International Review of Applied Economics, 19, 419–437. 
 
Skocpol, T. and Hertel-Fernandez, A. (2016). The Koch network and republican party 
extremism. Perspectives on Politics, 14(3), 681-699. 

Spencer, D. A. (2020). Economics and ‘bad’management: the limits to performativity. Cambridge 

Journal of Economics, 44(1), 17-32.  
 
Stabile, M., Apouey, B., & Solai, I. (2020, April 1). COVID-19, Inequality, and Gig Economy 
Workers. VOX CEPR Policy Portal. https://voxeu.org/article/covid-19-inequality-and-gig-
economy-workers. 
 
Standing, G. (2011). The Precariat: The New Dangerous Class. London: Bloomsbury. 
 



48 
 

Stockhammmer, E. (2013) Why Have Wage Shares Fallen? A Panel Analysis of the Determinants 

of Functional Income Distribution (Conditions of Work and Employment Series No. 35). 
International Labour Organization. 
 
Strine, L. E. Jr. (2014). Making It Easier for Directors to Do the Right Thing. Harvard Business 
Law Review, 4, 235–253. 
 
Subedi, D.B. (2017). Early warning and response for preventing radicalization and violent 
extremism. Peace Review, 29(2), 135-143. 
 
Tarkovska, V. V. (2017). CEO pay slice and firm value: evidence from UK panel data. Review of 

Behavioral Finance, 9(1), 43-62. 
 
Thanassoulis, J. (2012). The case for intervening in bankers’ pay. The Journal of Finance, 67(3), 
849-895. 
 
Thanassoulis, J. (2014). Bank pay caps, bank risk, and macroprudential regulation. Journal of 

Banking & Finance, 48, 139-151. 
 
Thelen, K. (2012). Varieties of capitalism: Trajectories of liberalization and the new politics of 
social solidarity. Annual Review of Political Science, 15, 137-159. 
 
Thelen, K. (2018). Regulating Uber:  The Politics of the Platform Economy in Europe and the 
United States. Perspectives on Politics, 16(4), 938-953. 
 
Thelen, K. (2019). The American Precariat: US Capitalism in Comparative Perspective. 
Perspectives on Politics, 17(1), 5-27.  
 
Till, R. E., & Yount, M. B. (2019). Governance and Incentives: Is It Really All about the Money?. 
Journal of Business Ethics, 159(3), 605-618. 
 
Tomaskovic-Devey D., & Lin K. H. (2013) Financialization: Causes, Inequality Consequences, 
and Policy Implications. North Carolina Banking Institute. 18:167-194. 
 
Tranfield, D., Denyer, D., & Smart, P. (2003). Towards a methodology for developing evidence‐
informed management knowledge by means of systematic review. British Journal of 

Management, 14(3), 207-222. 
 

Tricker, B. (2015). Corporate Governance: Principles, Policies, and Practices, 3rd Edition. 
Oxford University Press. 
 
Tridico, P. (2017). Inequality in financial capitalism. Abingdon: Routledge. 
 
Van der Zwan, N. A. J. (2014). Making sense of financialization. Socio-Economic Review, 12, 99-
129. 
 



49 
 

Veldman, J. (2019). Inequality, Inc. Critical Perspectives on Accounting, 63, 102039. 
https://doi.org/10.1016/j.cpa.2018.04.001. 
 
Veldman, J. (2019a). Boards and Sustainable Value Creation: The Legal Entity, Co-Determination 
and Other Means. European Business Law Review, 279–300. 
Veldman, J., Morrow, P., & Gregor, F. (2016). Corporate Governance for a Changing World: Final 
Report of a Global Roundtable Series. Frank Bold and Cass Business School. 
 
Voulgaris, G., Stathopoulos, K., & Walker, M. (2010). Compensation Consultants and CEO Pay: 
UK Evidence. Corporate Governance: An International Review, 18, 511-526. doi:10.1111/j.1467-
8683.2010.00822.x 
 
Weil, D. (2014) The Fissured Workplace: Why Work Became So Bad for So Many and What Can 

Be Done to Improve It. Cambridge, MA: Harvard University Press. 
 
Weinstein, O. (2012). Firm, property and governance: From Berle and means to the agency theory, 
and beyond. Accounting, Economics, and Law: A Convivium, 2(2), [xv]-55.  
 
Whitley, R. (1999). Divergent capitalisms: The social structuring and change of business systems. 
Oxford University Press. 
 
Wilkin, P. (2018). Rip it up and start again: The challenge of populism in the twenty-first 
century. Journal of World-Systems Research, 24(2), 314-324. 
 
Wood, G., Dibben, P., & Ogden, S. (2014). Comparative capitalism without capitalism, and 
production without workers: The limits and possibilities of contemporary institutional 
analysis. International Journal of Management Reviews, 16(4), 384-396. 
 
Zalewska, A. (2016). A New Look at Regulating Bankers’ Remuneration. Corporate Governance: 

An International Review, 24(3), 322-333. 
 
Zalewski, D. A., & Whalen, C. J. (2010). Financialization and income inequality: a post Keynesian 
institutionalist analysis. Journal of Economic Issues, 44(3), 757-777. 
 
Zingales, L. (2000). In search of new foundations. The Journal of Finance, 55(4), 1623–1653. 
 
Zingales, L., (2020). Friedman’s Legacy: From doctrine to theorem. In Zingales et al. (2020) op. 

cit., 128-135.  
 
Zingales, L., Kasperkevic, J., & Schechter, A. (2020). Milton Friedman fifty years later. 
Promarket, Stigler Center, University of Chicago Booth School of Business. 
https://promarket.org/wp-content/uploads/2020/11/Milton-Friedman-50-years-later-ebook.pdf  
 
Zuboff, S. (2019). The Age of Surveillance Capitalism. New York: Public Affairs, Profile Books. 
  



50 
 

FIGURE 1: A SIMPLIFIED FRAMEWORK FOR CORPORATE GOVERNANCE, 

INEQUALITY AND THE FIRM  
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TABLE 1: SEARCH RESULTS 

Keyword Search SCOPUS 
Expanded 

Search 

Total 
relevant 
articles 

  
   

Preliminary search: 
   

"inequality" and "corporate governance" 62 
  

  
   

Additional terms: 
   

Varieties of capitalism 15 14 39 

Legal origin* 0 8 8 

Financialisation 14 13 27 

Platform capitalism* 0 19 19 

Executive compensation 24 10 34 

Board composition 6 17 23 

* Not in preliminary search 
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TABLE 2. FIRM UNDER FINANCIALISATION AND PLATFORM CAPITALISM 

 Financialisation Platform capitalism 

Firm objective Maximise short term 
shareholder value 

Maximise market share 

Agency CEO and top executives Founder CEO and VC backers 

Corporate governance 

 

Traditional Unorthodox 

Top executive remuneration 

 

Stock-based pay Wealth (capital) gains on 
stockholdings 

Dominant firm form Public corporation Big Tech firms and unicorns 

Market structure Oligopolies Potential monopolies 

Forces of concentration Economies of scale Direct and indirect network 
externalities 

Peripheral activities Outsourcing of activities Gig workers 

Regulation Traditional anti-trust  New digital regulation  
required 

 

 


