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Introduction

WHY BOTHER TO READ THIS BOOK?

Do corporations have far too much power in the United States? Does
the federal government ignore the interests of everyday people? The
great majority of Americans—70 to 75 percent in some surveys—an-
swer “yes” to both questions.! This book explains why their answers
are accurate even though there is freedom of speech, the possibility of
full political participation, and increasing equality of opportunity due
to the civil rights and women’s movements. In other words, it attempts
to resolve a seeming paradox that has bedeviled social scientists and
political activists for a long time: How is it possible to have such ex-
trerme corporate domination in a democratic country?

This paradox is made all the more striking because corporations
do not have as much power in most other democratic countries. The
wealth and income differences between people at the top and the bot-
tom are not as great, and the safety net for those who are poor, ill, or
elderly is stronger. Why does the richest nation in the world also have
the most poverty compared to any other democratic country?

Using a wide range of systematic empirical findings, this book
shows how the owners and top-level managers in large companies
work together to maintain themselves as the core of the dominant
power group. Their corporations, banks, and agribusinesses form a
corporate community that shapes the federal government on the policy
issues of interest to it, issues that have a major impact on the income,
job security, and well-being of most other Americans. At the same
time, there is competition within the corporate community for profit
opportunities, which can lead to highly visible policy conflicts among
rival corporate leaders that are sometimes fought out in Congress. Yet
the corporate community is cohesive on the policy issues that affect its
general welfare, which is often at stake when political challenges are
made by organized workers, liberals, or strong environmentalists. The
book therefore deals with another seeming paradox: How can a highly

xi



xii INTRODUCTION

competitive group of corporate leaders cooperate enough to work
their common will in the political and policy arenas?

None of this means the corporate executives have complete and
total power, that their success in each new policy conflict is a foregone
conclusion, or that they never lose. For example, lawyers and other
highly trained professionals with an interest in consumer or environ-
mental issues are able to use lawsuits, lobbying, or publicity to win
governmental restrictions on some corporate practices and even to
challenge whole industries. They also have had great success in win-
ning millions of dollars for employees and consumers who have suf-
fered from corporate wrongdoing, which has led to calls by corporate
lawyers and Republicans for government limits on corporate liability
(“tort reform”). In addition, wage and salary workers, when they are
organized into unions and have the right to strike, can gain pay in-
creases and such social benefits as health insurance. Even the most
powerless of people occasionally develop the capacity to bring about
some redress of their grievances through sit-ins, demonstrations, and
other forms of strategic nonviolent disruption.

Moreover, one of the great triumphs of the Civil Rights Move-
ment, the Voting Rights Act of 1965, began a process that could make
it possible for liberal, black-brown-white voting coalitions to challenge
the corporate community in the electoral arena. Although this book
demonstrates that the corporate community became even more pow-
erful after the 1960s, it also shows that the potential for limiting cor-
porate power has developed at the same time, due to the gradual (and
far from complete) transformation of the Democratic Party from the
political arm of the Southern rich and big-city political machines to
the party of liberals, minorities, women, and labor unions. And thus
another paradox: During the period from 1965 to 2003, when top ex-
ecutive salaries went from 42 times an average worker’s pay to 301
times as much, new political openings for progressive social change
nonetheless developed.? These openings are discussed in the final
chapter.

Partly because the owners and high-level managers within the
corporate community share great wealth and common economic
interests, but also due to political opposition to their interests, they
band together to develop their own social institutions—gated neigh-
borhoods, private schools, exclusive social clubs, debutante balls,
and secluded summer resorts. These social institutions create social
cohesion and a sense of group belonging, a “we” feeling, and thereby
mold wealthy people into a social upper class. In addition, the owners
and managers supplement their small numbers by financing and di-
recting a wide variety of nonprofit organizations—e.g., tax-free foun-
dations, think tanks, and policy-discussion groups—to aid them in
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developing policy alternatives that serve ther interests. The highest-
ranking employees in these nonprofit organizations become part of a
general leadership group for the corporate community and the upper
class, called the power elite, which is explained in detail at the end of
Chapter 4.

Corporate owners and their top executives enter into the elec-
toral arena as the leaders of a corporate-conservative coalition, which
they shape through large campaign contributions, the advocacy of
policy options developed by their hired experts, and easy access to
the mass media. They are aided by a wide variety of middle-class pa-
triotic, antitax, and single-issue organizations that celebrate the sta-
tus quo and warn against “big government.” These opinion-shaping
organizations are funded in good part by the corporate community,
but they have some degree of independence due to direct-mail ap-
peals and modest donations by a large number of middle-class con-
servatives. The corporate leaders play a large role in both of the
major political parties at the presidential level and succeeded in elect-
ing a pro-corporate majority to Congress throughout the twentieth
century. Historically, this majority in Congress consisted of Northern
Republicans and Southern Democrats, but that arrangement
changed gradually after the Voting Rights Act of 1965 made it possi-
ble for a coalition of African-Americans and white liberals to push
the most conservative Southern Democrats into the Republican
Party.

Since the last quarter of the twentieth century, the corporate-
conservative coalition has been joined by the Christian Right, which
consists of a wide range of middle-class religious groups concerned
with a variety of social issues, including abortion, prayer in schools,
teenage sexual behavior, homosexuality, gay marriage, and pornogra-
phy. The alliance is sometimes an uneasy one because the corporate
community and the Christian Right do not have quite the same priori-
ties, yet they work together because of their common mistrust of gov-
ernment power.

The corporate community’s ability to transform its economic
power into policy influence and political access, along with its capac-
ity to enter into a coalition with middle-class social and religious con-
servatives, makes it the most important influence in the federal
government. Its key leaders are appointed to top positions in the exec-
utive branch and the policy recommendations of its experts are lis-
tened to carefully by its allies in Congress. This combination of
economic power, policy expertise, and continuing political success
makes the corporate owners and executives a dominant class, not in
the sense of complete and absolute power, but in the sense that they
have the power to shape the economic and political frameworks
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within which other groups and classes must operate. They therefore
win far more often than they lose on the issues of concern to them.

Despite their preponderant power in the federal government and
the many useful policies it carries out for them, leaders within the cor-
porate community are constantly critical of government because of its
potential independence and its ability to aid their opponents. In par-
ticular, they are wary of the federal government due to its capacity to
aid average Americans by (1) creating government jobs for the unem-
ployed, (2) making health, unemployment, and social security benefits
more generous, (3) helping employees gain greater workplace rights
and protections, and (4) supporting efforts by employees to form
unions. All of these initiatives are opposed by the corporate commu-
nity on the grounds that they might increase taxes, impede economic
growth, or limit freedom.

However, this book suggests that the major issue is not really
taxes or government spending, although that is what the corporate
community complains about the most. The deeper issue is power.
Most of all, corporations oppose any government support for unions
because unions are a potential organizational base for advocating a
whole range of polices that threaten corporate power. In a phrase, con-
trol of labor markets is the crucial issue in the eyes of the corporate
community, which rightly worries that government policies could alter
the power over labor markets it now enjoys.

The opponents of the corporate-conservatives—union leaders,
locally based environmental organizations, most minority-group comn-
munities, liberal churches, and liberal university communities—some-
times work together on policy issues as a liberal-labor coalition. How-
ever, this coalition is extremely difficult to hold together because its
members have divergent and sometimes clashing interests. It usually
has far less money to spend on political campaigns than the corporate-
conservatives, although this difference has become smaller for reasons
explained in Chapter 6. Despite the fact that unions have represented a
declining percentage of working people since the 1950s, with a precip-
itous drop from 1975 to 1996 and the loss of another 600,000 mem-
bers since that time, they still have 15.8 million members and are the
largest and best-financed part of the coalition. They also cut across
racial and ethnic divisions more than any other institutionalized sec-
tor of American society.

Today, the liberal-labor coalition includes a few men and women
from well-to-do business and professional families who are critical of
the corporate-conservative coalition despite their comfortable finan-
cial circumstances. The presence of people from privileged social
backgrounds in the liberal-labor camp suggests that unexpected form-
ative experiences (e.g., the shock of encountering extreme poverty, re-
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ligious intolerance, or racial prejudice) can lead to liberal religious
and social values that can be as important as class in shaping-political
orientations. Historically, there are many examples of liberal, re-
formist, and even revolutionary leaders who come from high levels of
the social ladder in their countries.

The liberal-labor alliance enters into the electoral arena through
the liberal wing of the Democratic Party, sometimes fielding candi-
dates in party primaries to stake out its policy goals. Contrary to the
strident warnings of conservatives and the fond hopes of liberals, this
coalition never has had a major voice in the Democratic Party at the
national level and never even had the possibility of such a voice as
long as the Southern rich were a key element in the party. Although
there is now the potential for new political openings, union leaders
and liberals probably had more impact from the late 1930s to the early
1970s than they have had ever since.

In the 1990s, unions spent approximately $50 million on political
campaigns in presidential election years and by 2004 that figure had
reached $150 million or more. They also deploy their paid organizers
and members to work at the grassroots level—making telephone calls,
stuffing envelopes, and going door-to-door to bring out the vote. How-
ever, their political clout has been hurt since the 1970s, not only by
their decline in membership, but by the fact that they came into con-
flict with liberals over a variety of issues relating to the Civil Rights
Movement, the Vietnamn War, women in the workplace, and the envi-
ronmental movement. Moreover, there are now serious disagreements
within the union movement itself over the degree to which it should
function like a social movement and be more aggressive in organizing
efforts. The unions for service workers, teachers, and government em-
ployees are asking for progressive changes that have been resisted by
some industrial unions.

The liberal-labor coalition is sometimes aided by the organizing
and social movement skills of political leftists, who in the past played
a significant role as socialists and communists in the struggle for
women’s suffrage, the building of industrial unions, and the develop-
ment of the Civil Rights Movement. However, the leftists, who now
tend to identify themselves as “progressives” or “anticapitalists,” are
also strong critics of the liberal-labor coalition because of their grave
doubts about the possibility of reforming corporate capitalism to any
significant degree. They also criticize the liberals for limiting them-
selves to an emphasis on improving representative democracy instead
of pushing for more participatory democracy. In addition, they often
support third parties with the hope of replacing the Democrats, a
strategy strongly opposed by the liberal-labor coalition. Moreover, a
small percentage of them believe that smashing windows, tearing
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down fences, and related attacks on physical structures are useful tac-
tics in some situations, as seen in what transpired at some of the
demonstrations and rallies of the global justice movement between
1998 and 2001.3 The result is a far larger and more contentious gap
between the liberal-labor coalition and the left than any differences
that are present in the corporate-conservative coalition.

The major policy conflicts between the corporate-conservative
and liberal-labor coalitions are best described as class conflicts because
they concern the distribution of profits and wages, the rate and pro-
gressivity of taxation, the usefulness of labor unions, and the degree to
which business should be regulated by government. The liberal-labor
side wants corporations to pay higher wages to employees and higher
taxes to government. It wants government to regulate a wide range of
business practices and help employees to organize unions. The corpo-
rate-conservative side rejects all these policy objectives, claiming they
endanger the freedom of individuals and the efficient workings of the
economic marketplace. The conflicts these disagreements generate can
manifest themselves in many different ways: workplace protests,
strikes, industrywide boycotts, massive demonstrations in cities, pres-
sure on Congress, and voting preferences.

Social conflict over abortion, same-sex marriage, and other social
issues favored by liberals and vigorously opposed by the Christian
Right are not part of this overall class conflict. Whatever way these is-
sues are decided, they do not affect the power of the corporate com-
munity. They are therefore of little or no concern to most of the
policy-planning organizations funded by corporate leaders. However,
these social issues are an important part of the competition between
the corporate-conservative and liberal-labor coalitions in the electoral
arena, where they are raised by conservatives in an attempt to win over
voters who are liberal on economic issues.

To help familiarize readers with the main political orientations in
the United States, Table 1.1 presents the views of the Christian Right,
ultraconservatives, moderate conservatives, trade unionists, liberals,
and leftists on the key issues that divide them. The critical issues that
separate the three conservative orientations from liberals, leftists, and
organized labor are the conservatives’ shared opposition to labor
unions and their desire for the smallest possible involvement of the
government in American life. However, they differ among themselves
to some degree on social benefit programs like Social Security and in
their acceptance of liberal social initiatives such as abortion, affirma-
tive action, and civil rights for gays and lesbians. On the other side of
the divide, the liberal, left, and trade unionist orientations are sup-
portive of unions, seek greater government involvement in the econ-
omy, and advocate a liberal social agenda. However, as noted earlier,



Oppose Oppose

Favor Private Oppose Government Liberal

Ownership and Oppose Government Social Social

Private Profit? Unions? Regulation? Benefits? Agenda?
Christian Right yes yes yes yes yes
Ultraconservatives yes yes yes yes yes
Moderate Conservatives yes yes yes*® somewhat somewhat
Trade Unionists** yes no no no no***
Liberals yes no no no no
Leftists/Progressives no no no no no

* With the important exception of environmental regulations, which they now accept.

** Some trade unionists are also liberals or leftists.

#i% In the past, some trade unionists opposed aspects of the liberal social agenda.

NOILONAOdINI
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there is a large gap between the liberal-labor coalition and the leftists
on the degree to which capitalism can be reformed to bring about
greater economic equality, leading to very different economic pro-
grams and political strategies.

Neither the corporate-conservative nor the liberal-labor coalition
elicits the strong loyalty of a majority of the American population.
Both consist primarily of organization leaders, policy experts, finan-
cial donors, politicians, political consultants, and party activists. They
are therefore in constant competition for the allegiance of the general
citizenry, most of whom are focused on the positive aspects of their
everyday lives: love and concern for. their families, the challenges of
their jobs, or the enjoyment of a hobby or athletic activity. The typical
American pays little attention to most policy issues, focuses on politi-
cal candidates only around the time of elections, and has a mixture of
liberal and conservative opinions that seems contradictory to mem-
bers of the rival coalitions. In exit polls after the 2004 election, 21 per-
cent of voters identified themselves as liberals, 45 percent as
moderates, and 34 percent as conservatives.

The seeming apathy or ignorance wrongly ascribed to ordinary
citizens by many media commentators actually makes practical sense
because of the many time-consuming necessities and pleasures of
everyday life, the difficulties of bringing people into agreement on new
policy initiatives, and the amount of patience and effort it takes to
change government policies. The net result is that a majority of voters
are not going to give much attention to politics, but they may be open
to an attractive candidate or well-crafted policy appeal from the
liberal-labor alliance. More often than not, however, the corporate-
conservative coalition triumphs in both the electoral and policy are-
nas. The hows and whys of these triumphs are the key issues of the
following chapters. So, why bother to read this book? Because it ex-
plains the corporate domination that most Americans sense to be their
lot, and it suggests what to look for on the part of liberals and conser-
vatives in the near future.
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Class and Power in America

Class and power are terms that make Americans a little uneasy, and
concepts like dominant class and power elite immediately put people
on their guard. Even though there is widespread concern about the ex-
tent of corporate power, the idea that a relatively fixed group of privi-
leged people might shape the economy and government for their own
benefit goes against the American grain. But what exactly do everyday
Americans and social scientists mean when they talk about class and
power, and how do their views compare? This chapter answers those
two questions. It also explains the methods used to study class and
power, and provides a preliminary look at the American upper class
and an outline of how the rest of the book will unfold.

WHAT IS A SOCIAL CLASS?

For most Americans, class implies that people have relatively fixed sta-
tions in life, which flies in the face of beliefs about equality of oppor-
tunity and seems to ignore the evidence of upward social mobility.
Even more, Americans tend to deny that classes might be rooted in
wealth and occupational roles. They talk about social class, but with
euphemisms like “the suits,” “the blue bloods,” “Joe Sixpack,” and “the
other side of the tracks.”

American dislike for the idea of class is deeply rooted in the
country’s colonial and revolutionary history. Colonial America
seemed very different from other countries to its new inhabitants be-
cause it was a rapidly expanding frontier country with no feudal

1



2 CLASS AND POWER IN AMERICA

aristocracy or rigid class structure. The sense of difference was
heightened by the need for solidarity among all classes in the war for
freedom from the British. Revolutionary leaders from the higher
classes had to concede greater freedom and equality for common
people to gain their support. One historian states the power equa-
tion succinctly: “Leaders who did not fight for equality accepted it in
order to win.”!

Although large differences in wealth, income, and lifestyle al-
ready existed in revolutionary America, particularly in port cities and
the South, these well-understood inequalities were usually explained
away or downplayed by members of the “middling” class of artisans
and yeoman farmers as well as by the merchants, plantation owners,
and lawyers who were at the top of the sociceconomic ladder. As
shown by a historical study of diaries, letters, newspapers, and other
documents of the period, Americans instead emphasized and took
pride in the fact that any class distinctions were small compared with
Europe. They recognized that there were rich and poor, but they pre-
ferred to think of their country “as one of equality, and proudly
pointed to such features as the large middle class, the absence of beg-
gars, the comfortable circumstances of most people, and the limitless
opportunities for those who worked hard and saved their money.”?

The fact that nearly 20 percent of the population was held in slav-
ery and that 100,000 Native Americans lived in the western areas of
the colonies was not part of this self-definition as a middle-class, egal-
itarian society. It is clear, however, that the free white majority
nonetheless defined itself in terms of the potentially dangerous slaves
on the one hand and the warlike “savages” on the other. This made
their shared “whiteness” a significant part of their social identity. In
fact, race is the first of many factors that make the class-based nature
of American society less salient than it might otherwise be.

Even members of the upper class preferred this more democratic
class system to what had existed for many centuries in Europe. To em-
phasize this point, a study of the democratic revolutions in North
America and Europe begins with a letter written from Europe in 1788
by a young adult member of a prominent American upper-class family.
After the young man registered his disgust with the hereditary titles
and pomp of the European class system, and with the obsequiousness
of the lower classes, he stated his conviction that “a certain degree of
equality is essential to human bliss.” As if to make sure the limits
of his argument were clear, he underlined the words a certain degree of
equality. He then went on to argue that the greatness of the United
States was that it had provided this degree of equality “without de-
stroying the necessary subordination.”?
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Two hundred years later, in response to sociologists who wanted
to know what social class meant to Americans, a representative sam-
ple of the citizenry in Boston and Kansas City expressed ideas similar
to those of the early Americans. Although most people are keenly
aware of differences in social standing and judge status levels primar-
ily in terms of income, occupations, and education (but especially in-
come), they emphasize the openness of the system. They also argue
that a person’s social standing is in good part determined by such in-
dividual qualities as initiative and the motivation to work hard. More-
over, many of them feel the importance of class is declining. This
belief is partly due to their conviction that people of all ethnic and re-
ligious backgrounds are being treated with greater respect and de-
cency whatever their occupational and educational levels, but even
more to what they see as material evidence for social advancement in
the occupations and salaries of their families and friends.? In short, a
tradition of public social respect for everyone and the existence of so-
cial mobility are also factors in making class less important in the
everyday thinking of most Americans. People are very aware of basic
economic and educational differences, and they can size up social
standing fairly well from such outward signs as speech patterns, man-
nerisms, and style of dress, but the existence of social classes is
nonetheless passed over as quickly as possible.

People of the highest social status share the general distaste for
talking about social class in an open and direct way. Nevertheless,
they are very conscious of the fact that they and their friends are set
apart from other Americans. In the study of Boston and Kansas City
residents, an upper-class Bostonian said, “Of course social class exists
—it influences your thinking.” Then she added, “Maybe you shouldn’t
use the word ‘class’ for it, though—it’s really a niche that each of us
fits into.”> In a classic study of social classes in New Haven, a person
in the top category in terms of neighborhood residence and educa-
tional background seemed startled when asked about her class level.
After regaining her composure, she replied, “One does not speak of
classes; they are felt.”® As part of a study of thirty-eight upper-class
women in a large Midwestern city, a sociologist bluntly asked her in-
formants at the end of the interview if they were members of the
upper class. The answers she received had the same flavor of hesita-
tion and denial:

I hate (the term) upper class. It’s so non-upper class to use it. I just
call it “all of us,” those of us who are well-born.

I hate to use the word “class.” We're responsible, fortunate people,
old families, the people who have something.
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We're not supposed to have layers. I'm embarrassed to admit to you
that we do, and that I feel superior at my social level. I like being
part of the upper crust.”

SOCIAL CLASS ACCORDING TO SOCIAL SCIENTISTS

Social scientists end up with just about the same understanding of so-
cial classes as do typical Americans, but only after two important the-
oretical issues are dealt with. First, they begin with a crucial analytical
distinction between economic classes, which consist of people who
have a common position in the economic system, such as “business
owners” or “employees,” and social classes, which consist of people
who interact with each other, develop in-group social organizations,
and share a common lifestyle. Second, they stress that class is a rela-
tionship as well as a set of positions within the social structure. It is
therefore a “double-edged” concept, so to speak, denoting both the re-
lationship between people in different economic roles and the specific
positions within the overall relationship. To use the earlier example
once again, business owners and wage earners constitute separate
economic classes, but the concept of class also encompasses the rela-
tionship between them.

The distinction between economic classes and social classes is
important because class as an economic relationship is always operat-
ing as part of the social structure, but the people in any given
economic position may or may not develop their own social organiza-
tions, live in the same neighborhoods, and interact socially. The de-
gree to which a given economic class is also a social class therefore
can vary widely from place to place and time to time, which matters
because members of an economic class may be limited in the degree
to which they can exercise political power if they do not think of them-
selves as being members of a social class with common interests.?

The systematic study of the degree to which people in a given
econormic position are also part of a social class begins with a search
for connections among the people and organizations that are thought
to constitute the social class. This procedure is called “membership
network analysis,” which boils down to a matrix in which social orga-
nizations such as schools and clubs are arrayed along one axis and in-
dividuals along the other. Then the cells created by each intersection
of a person and an organization are filled in with information reveal-
ing whether or not the person is a member of that organization. This
information is used to create two different kinds of networks, one “or-
ganizational,” the other “interpersonal.” An organizational network
consists of the relationships among organizations, as determined by
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their common members. These shared members are usually called
overlapping or interlocking members. An interpersonal network, on the
other hand, reveals the relationships among individuals, as deter-
mined by their common organizational affiliations.¥

To provide a concrete example of the type of analysis that ap-
pears throughout the book, suppose a researcher has the membership
lists for several social clubs and wants to determine the degree to
which they are part of the same network. By determining which mem-
bers are common to two or more clubs, it is possible to see which
clubs are part of an organizational network, as defined by the overlap-
ping members. In addition, it can be said that the most central clubs
iri the network are those with members in common with many other
clubs, whereas a peripheral club might have common members only
with a club that is itself one or two steps removed from the central
clubs. Furthermore, some clubs may have no members in common
with any of the others, which reveals they are not part of the social
network.

The same procedure can be repeated with alumni lists from pri-
vate schools and Ivy League universities, and with guest lists from
debutante balls and other social functions. Then the membership
overlaps among all these different types of social organizations can be
compiled. In theory, at least, network analysis can provide a system-
atic examination of the relationships among the social organizations
that constitute a social class.

A membership network analysis is in principle very simple, but it
is theoretically important because it contains within it the two types
of human relationships of concern in sociological theorizing: inter-
personal relations and memberships in organizations. Thus, these
networks contain “a duality of persons and groups.”® For analytical
purposes, the interpersonal and organizational networks are often
treated separately, and some social scientists talk of different “levels
of analysis,” but in the reality of everyday life the two levels are al-
ways intertwined. Hence the phrase, “a duality of persons and
groups.”

This network-based way of thinking about a social class as a du-
ality of persons and groups fits well with earlier definitions of social
class. For example, in one of the first empirical investigations of social
class in America, a study of caste and class in a southern city in the
1930s, the sociological researchers defined a social class as:

These and other methodological issues are explained in more detail, with the help of
diagrams and tables, in Appendix A.
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The largest group of people whose members have intimate access to
one another. A class is composed of families and social cliques. The
interrelationships between these families and cliques, in such infor-
mal activities as visiting, dances, receptions, teas, and larger infor-
mal affairs, constitute the structure of the social class. A person is a
member of the social class with which most of his or her participa-
tions, of this intimate kind, occur.1?

A political scientist who did a study of class and power in the city
of New Haven wrote that similar “social standing” is defined by “the
extent to which members of that circle would be willing—disregarding
personal and idiosyncratic factors—to accord the conventional privi-
leges of social intercourse and acceptance among equals; marks of so-
cial acceptability include willingness to dine together, to mingle freely
in intimate social events, to accept membership in the same clubs, to
use forms of courtesy considered appropriate among social equals, to
intermarry, and so on.”!! A similar definition is provided by a Marxist
economist, who concludes that a “social class, then, is made up of
freely intermarrying families.”!?

As these converging definitions from different disciplines show,
there is a general agreement among social scientists that there are so-
cial classes in America that have separate social organizations, in-
group activities, and common lifestyles. Indeed, it may be the only
concept on which there is widespread agreement when it comes to
studying power. The first problem for power analysts begins with the
question of whether the top social class, the “upper class,” is also an
“economic class” based on the ownership and control of large income-
producing properties.

IS THERE AN AMERICAN UPPER CLASS?

If the owners and managers of large income-producing properties in
the United States are also a social upper class, then it should be possi-
ble to create a very large network of interrelated social institutions
whose overlapping members are primarily wealthy families and high-
level corporate leaders. These institutions should provide patterned
ways of organizing the lives of their members from infancy to old age
and create a relatively distinctive style of life. In addition, they should
provide mechanisms for socializing both the younger generation and
new adult members who have risen from lower social levels. If the
class is a sociological reality, the names and faces may change some-
what over the years, but the social institutions that underlie the upper
class must persist with only gradual change over several generations.
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Four different types of empirical studies establish the existence
of such an interrelated set of social institutions and social activities in
the United States: historical case studies, quantitative studies of bio-
graphical directories, open-ended surveys of knowledgeable observers,
and interview studies with members of the upper-middle and upper
classes. These studies not only demonstrate the existence of an Ameri-
can upper class, they also provide what are called indicators of upper-
class standing, which are useful in determining the degree of overlap
between the upper class and the corporate community or between the
upper class and various types of nonprofit organizations. Indicators
can be used to determine the amount of involvement members of the
upper class have in various parts of the government as well.

In the first rhajor historical case study, the wealthy families of
Philadelphia were traced over a period of 200 years, showing how
they created their own neighborhoods, schools, clubs, and debutante
balls. Then their activities outside of that city were determined, which
demonstrated that there are nationwide social imstitutions where
wealthy people from all over the country interact with each other.
This study led to the discovery of an upper-class telephone directory
called the Social Register, published for thirteen large cities from
Boston to San Francisco between 1887 and 1975.13 The guide to the
thirteen city volumes, the Social Register Locator, contained about
60,000 families, making it a very valuable indicator of upper-class
standing.

Using information on private school attendance and club mem-
bership that appeared in 3,000 randomly selected Who's Who in Amer-
ica biographies, along with listings in the Social Register, another
study provides a statistical analysis of the patterns of mermberships
and affiliations among dozens of prep schools and clubs. The findings
from this study are very similar to those from the historical case study.
Still another study relied on journalists who cover high society as in-
formants, asking them to identify the schools, clubs, and social direc-
tories that defined the highest level of society in their city. THe replies
from these well-placed observers reveal strong agreement with the
findings from the historical and statistical studies.!4

A fourth and final method of establishing the existence of upper-
class institutions is based on intensive interviews with a cross section
of citizens. The most detailed study of this type was conducted in
Kansas City. The study concerned people’s perceptions of the social
ladder as a whole, from top to bottom, but it is the top level that is of
relevance here. Although most people in Kansas City can point to the
éxistence of exclusive neighborhoods in suggesting that there is a class
of “blue bloods” or “big rich,” it is members of the upper-middle class
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and the upper class itself whose reports demonstrate that clubs and
similar social institutions as well as neighborhoods give the class an
institutional existence.!?

The specific schools and clubs discovered by these and related in-
vestigations are listed in Appendix B. The Social Registers and other
blue books are listed as well, but are now utilized primarily for histor-
ical investigations because they became less popular and shrank in
size in the last third of the twentieth century.

Although these social indicators are a convenient tool for re-
search purposes, they are far from perfect in evaluating the class
standing of any specific individual because they are subject to two
different kinds of errors that tend to cancel each other out in group
data. False positives are those people who qualify as members of the
upper class according to the indicators, even though further investi-
gation would show that they are not really members. Scholarship
students at private secondary schools are one example of a false pos-
itive. Honorary and performing members of social clubs, who usually
are members of the middle class, are another important type of false
positive. False negatives, on the other hand, are members of the
upper class who do not seem to meet any of the criteria of upper-
class standing because they shun social registries and do not choose
to list their private school or their club affiliations in biographical
sources.

Private schools are especially underreported. Many prominent
political fisures do not list their private secondary schools in Who's
Who in America, for example; even former president George H. W.
Bush removed mention of his private school from his entry in the
1980-1981 edition when he became vice president in the Reagan Ad-
ministration. More generally, studies comparing private school alumni
lists with Who's Who listings suggest that 40 to 50 percent of corporate
officers and directors do not list their graduation from high-prestige
private schools. Membership in social clubs may also go unreported.
In a study of the 326 members of a prestigious private club with a na-
tionwide membership who are listed in Whos Who in America, 29 per-
cent did not include this affiliation.16

The factors leading to false positives and false negatives raise in-
teresting sociological questions deserving of further study. Why are
scholarship students sought by some private schools, and are such
students likely to become part of the upper class? Why aren't private
schools and clubs listed in biographical sources by some members of
the upper class? Why are some middle-class people taken into upper-
class clubs? Merely to ask these questions is to suggest the complex so-
cial and psychological reality that lies beneath this seemingly dry
catalog of upper-class indicators. More generally, the information a



IS THE UPPER CLASS AN ECONOMIC CLASS? 9

person chooses to include or exclude in a social register or biographi-
cal directory is an autobiographical “presentation of self” that has
been shown to be highly revealing concerning religious, ethnic, and
class identifications.!”

IS THE UPPER CLASS AN ECONOMIC CLASS?

It may seem obvious that members of the upper class must have large
amounts of ownership wealth if they can afford the tuition at private
schools, the fees at country clubs, and the very high expenses of an el-
egant social life. However, it is a difficult matter to determine whether
they do have greater ownership wealth than other people because the
Internal Revenue Service does not release information on individuals,
and most people are not willing to volunteer details on this subject.

In considering the distribution of wealth in the United States, it
first needs to be stressed that the wealth and income distributions are
two different matters. The wealth distribution has to do with the con-
centration of ownership of marketable assets, which in most studies
means real estate and financial assets (stocks, bonds, insurance, bank
accounts) minus liabilities. The income distribution, on the other
hand, has to do with the percentage of wages, dividends, interest, and
rents paid out each year to individuals or families at various income
levels. In theory, those who own a great deal may or may not have high
incomes, depending on the returns they receive from their wealth, 1.t
in reality those at the very top of the wealth distribution also tend o
have the highest incomes, mostly from dividends and interest.

Numerous studies show that the wealth distribution has been ex-
tremely concentrated throughout American history, with the top 1 per-
cent owning 40-50 percent in large port cities in the nineteenth
century.!8 It was very stable over the course of the twentieth century,
although there were small declines in the aftermath of the New Deal
and World II, and then a further decline in the 1970s, in good part due
to a fall in stock prices. By the late 1980s, however, the wealth distri-
bution was almost as concentrated as it had been in 1929, when the
top 1 percent had 36.3 percent of all wealth. In 2001, the last year for
which figures are available, the top 1 percent owned 33.4 percent of all
marketable wealth. The next 4 percent had 26 percent, the next 5 per-
cent had 12 percent, and the next 10 percent had 13 percent, which
means that 20 percent of the people own 84 percent of the privately
owned wealth in the United States.!?

In terms of types of wealth, the top 1 percent of households had
39.7 percent of financial wealth (all marketable wealth minus the value
of owner-occupied housing), including 44.1 percent of all privately
held stock, 58.0 percent of financial securities, and 57.3 percent of



10 CLASS AND POWER IN AMERICA

business equity. The top 10 percent had 90 percent of stock, bonds,
trusts, and business equity, and about 75 percent of nonhome real es-
tate. Figures on inheritance tell much the same story. According to a
study published by the Federal Reserve Bank of Cleveland, only 1.6
percent of Americans receive $100,000 or more in inheritance. An-
other 1.1 percent receive $50,000 to $100,000. On the other hand, 91.9
percent receive nothing.2°

Since none of the studies on the wealth and income distributions
include the names of individuals, other kinds of studies had to be done
to demonstrate that people of wealth and high income are in fact
members of the upper class. The most detailed study of this kind
shows that nine of the ten wealthiest financiers at the turn of the twen-
tieth century, and 75 percent of all families listed in a compendium of
America’s richest families, have descendants in the Social Register.
Supplementing these findings, another study discovered that at least
one-half of the ninety richest men of 1900 have descendants in the So-
cial Register, and a study of ninety corporate directors worth $10 mil-
lion or more in 1960 found that 74 percent meet criteria of upper-class
membership.2! However, the degree of overlap between great wealth
and membership in the upper class has attracted little further research
because the answer seems so obvious to most social scientists.

These findings establish that the social upper class is an eco-
nomic class based in the ownership and control of income-producing
assets. However, they do not show that the upper class controls the
corporate community, because stock holdings in any one company
may be too dispersed to allow an individual or family to control it.
This issue is dealt with extensively in Chapter 3.

WHAT IS POWER?

American ideas about power have their origins in the struggle for in-
dependence. What is not so well known is that these ideas owe as
much to the conflict within each colony about the role of ordinary cit-
izens as they do to the war itself. It is often lost from sight that the av-
erage citizens were making revolutionary political demands on their
leaders as well as helping in the fight against the British. Before the
American Revolution, governments everywhere had been based on the
power and legitimacy of religious leaders, kings, self-appointed con-
ventions, or parliaments. The upper-class American revolutionary
leaders who drafted the constitutions for the thirteen states between
1776 and 1780 expected their handiwork to be debated and voted
upon by state legislatures, but they did not want to involve the general
public in a direct way.

It was members of the middling classes who gradually developed
the idea out of their own experience that power is the possession of all
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the people and is delegated to government with their consent. They
therefore insisted that special conventions be elected to frame consti-
tutions, and that the constitutions then be ratified by the vote of all
free, white males without regard to their property holdings. They were
steeled in their resolve by their participation in the revolutionary
struggle and by a fear of the potentially onerous property laws and
taxation policies that might be written into the constitutions by those
who were known at the time as their “betters.” So the idea of the peo-
ple as the constituent power of the new United States arose from the
people themselves.2?

In the end, the middle-level insurgents only won the right to both
4 constitutional convention of elected delegates and a vote on subse-
quent ratification in Massachusetts in 1780. From that time forth,
however, it has been widely agreed that power in the United States be-
longs to “the people.” Since then, every liberal, radical, populist, or ul-
traconservative political group has claimed that it represents “the
people” in its attempt to wrest arbitrary power from the “vested inter-
ests,” the “economic elite,” the “cultural elite,” “the media,” the “bu-
realicrats,” or the “politicians in Washington.” Even the Founding
Fathers of 1789, who were far removed from the general population in
their wealth, income, education, and political experience, did not try
to promulgate their new constitution, designed to more fully protect
private property and commerce, without asking for the consent of the
governed. In the process, they were forced to add the Bill of Rights to
ensure its acceptance. In a very profound cultural sense, then, no
group or class has power in America, but only influence. Any small
group or class that has power over the people is therefore perceived as
illegitimate. This may explain why those with power in America al-
ways deny they have any.23

THE SOCIAL SCIENCE VIEW OF POWER

Most social scientists believe that power has two intertwined dimen-
sions. The first involves the degree to which a community or nation
has the capacity to perform effectively in pursuing its common goals,
which is called collective power. Here, the stress is on the degree to
which a collectivity has the technological resources, organizational
forms, population size, and common spirit to achieve its goals. In that
sense, most nations have become more powerful in recent decades
than they were in the past, and the United States has become even
more powerful than other industrialized capitalist democracies be-
catise of its enormous economic growth and its utilization of a signifi-
cant part of its wealth to create a large military. Moreover, the
collective power of the United States has grown because of its ability
to assimilate immigrants of varying economic and educational levels
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from all over the world as productive citizens. In contrast, Japan and
Germany have stagnated in part because their history of extreme eth-
nocentrism does not allow them to renew their aging populations with
large numbers of immigrants.

The second dimension of power concerns the ability of a group or
social class within a community or nation to be successful in conflicts
with its rivals on issues of concern to it. Here, the stress is on power
over, which is also called distributive power. Paralleling general Ameri-
can beliefs, most social scientists think of distributive power in the
sense of great or preponderant influence, not in the sense of complete
and absolute control. More specifically, a powerful group or class is one
that can realize its goals even if some other group or class is opposed.?*
This definition captures the sense of struggle that is embodied in the
everyday meaning of power, and it readily encompasses the idea of class
conflict defined earlier in the chapter. It also fits with the main theme of
this book, which is to show that a social upper class of owners and high-
level executives, with the help of the Christian Right and other highly
conservative groups, has the power to institute the policies it favors
even in the face of organized opposition from the liberal-labor coalition.

The ability of a group or class to prevail begins in one of the four
major networks—economic, political, military, and religious—which
can be turned into a strong organizational base for wielding power.
These potential power networks can combine in different ways in dif-
ferent times and places to create widely varying power structures. For
example, military force has led to the capture of the government and
control of the economic system in some countries, and in others a
well-organized religious group has been able to develop a guerrilla
army and take over the government. Due to this variety of outcomes,
many social scientists believe there is no one form of distributive
power from which the other forms can be derived. This means that the
concept of distributive power itself is a fundamental one in the social
sciences, just as energy is a fundamental concept in the natural sci-
ences: No one form of power or energy is more basic than any other.

However, a formal definition does not explain how a concept is to
be measured. In the case of distributive power, it is seldom possible to
observe interactions that reveal its operation even in small groups, let
alone to see one “class” working its will on another. People and organi-
zations are what can be seen in a power struggle within a community
or nation, not rival social classes, although it may turn out that the
people and organizations represent the interests of social classes. It is
therefore necessary to develop what are called indicators of power.

Although distributive power is first and foremost a relationship
between two or more contending classes, for research purposes it is
useful to think of distributive power as an underlying trait or prop-
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erty of a social class. As with any underlying trait, it is measured by a
series of indicators, or signs, that bear a probabilistic relationship to
it. This means that all of the indicators do not necessarily appear
each and every time the trait is manifesting itself. It might make this
point more clear to add that the personality traits studied by psychol-
ogists to understand individual behavior and the concepts developed
to explain findings in the natural sciences have a similar logical
structure. Whether a theorist is concerned with friendliness, as in
psychology, or magnetism, as in physics, or power, as in the case of
this book, the nature of the investigatory procedure is the same. In
each case, there is an underlying concept whose presence can be in-
ferred only through a series of diagnostic signs or indicators that
vary in their strength under differing conditions. Research proceeds,
in this view, through a series of if-then statements based on as many
independent indicators as possible. If a group is powerful, then at
least some of the indicators of this power should be measurable in
some circumstances.?>

THREE POWER INDICATORS

Since each indicator of power may not necessarily appear in each and
every instance where power is operating, it is necessary to have several
indicators. Working within this framework, three different types of
power indicators are used in this book. They are called (1) Who bene-
fits? (2) Who governs? and (3) Who wins? Each of these empirical in-
dicators has its own strengths and weaknesses. However, the potential
weaknesses of each indicator do not present a serious problem be-
cause all three of them have to point to the owners and managers of
large income-producing property as the most powerful class for the
c¢ase to be considered convincing.

Who Benefits?

Every society has material objects and experiences that are highly val-
ued. If it is assumed that everyone would like to have as great a share
of these good things of life as possible, then their distribution can be
utilized as a power indicator. Those who have the most of what people
want are, by inference, the powerful. Although some value distribu-
tions may be unintended outcomes that do not really reflect power, the
general distribution of valued experiences and objects within a society
still can be viewed as the most publicly visible and stable outcome of
the operation of power.

In American society, for example, wealth and well-being are
highly valued. People seek to own property, to have high incomes, to
have interesting and safe jobs, to enjoy the finest in travel and leisure,



14 CLASS AND POWER IN AMERICA

and to live long and healthy lives. All of these values are unequally dis-
tributed, and all may be utilized as power indicators. In this book,
however, the primary focus with this type of indicator is on the wealth
and income distributions. This does not mean that wealth and income
are the same thing as power, but that income and the possession of
great wealth are visible signs that a class has power in relation to other
classes.

The argument for using value distributions as power indicators is
strengthened by studies showing that such distributions vary from
country to country, depending upon the relative strength of rival polit-
ical parties and trade unions. One study reports that the degree of
equality in the income distribution in Western democracies varied in-
versely with the percentage of social democrats who had been elected
to the country’s legislature since 1945.%26 The greater the social demo-
cratic presence, the greater the amount of income that goes to the
lower classes. In a study based on eighteen Western democracies, it
was$ found that strong trade unions and successful social democratic
parties are correlated with greater equality in the income distribution
and a higher level of welfare spending.2” Thus, there is evidence that
value distributions do vary depending on the relative power of con-
tending groups or classes.

Closer to home, the highly concentrated wealth distribution de-
scribed earlier in this chapter provides the first piece of evidence that
the American upper class is a dominant class. Members of this class
have a disproportionate share of the stocks, bonds, and real estate
that most Americans consider to be worth having, thirty-five to forty
times what would be expected by chance, which shows that the upper
class scores very high on the Who benefits? indicator. In addition, the
fact that the wealth and income distributions have become more con-
centrated since the early 1980s implies that the upper class and corpo-
rate community have gained increasing power over the liberal-labor
coalition.

Who Governs?

Power also can be inferred from studying who occupies important in-
stitutional positions and takes part in important decision-making
groups. If a group or class is highly overrepresented or underrepre-
sented in relation to its proportion of the population, it can be inferred

* Social democrats come from a tradition that began with a socialist orientation and
then moved in a more reformist direction. For the most part, social democratic parties
have only slightly more ambitious goals than the liberal-labor coalition in the United
States; the left wing of the liberal-labor coalition would feel at home in a strong social
democratic party in western Europe.
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that the group or class is relatively powerful or powerless, as the case
may be. For example, if a class that contains 1 percent of the popula-
tion has 30 percent of the important positions in the government,
which is thirty times as many as would be expected by chance, then it
can be inferred that the class is powerful. Conversely, when it is found
that women are in only a small percentage of the leadership positions
in government, even though they make up a majority of the popula-
tion, it can be inferred that they are relatively powerless in that impor-
tant sector of society. Similarly, when it is determined that a minority
group has only a small percentage of its members in leadership posi-
tions, even though it comprises 10 to 20 percent of the population in a
given city or state, then the basic processes of power—inclusion and
exclusion—are inferred to be at work.

This indicator is not perfect because some official positions may
not really possess the power they are thought to have, and some
groups or classes may exercise power from behind the scenes. Once
again, however, the case for the usefulness of this indicator is
strengthened by the fact that it has been shown to vary over time and
place. For example, the decline of landed aristocrats and the rise of
business leaders in Great Britain has been charted through their de-
gree of representation in Parliament.2® Then, too, as women, African-
Americans, Latinos, and Asian-Americans began to demand a greater
voice in the United States in the 1960s and 1970s, their representation
in positions of authority began to increase.??

Who Wins?

There are many issues over which the corporate-conservative and
liberal-labor coalitions disagree, including taxation, unionization,
business regulation, foreign trade, the outsourcing of jobs, and the
funding of Social Security. Power can be inferred on the basis of these
issue conflicts by determining who successfully initiates, modifies, or
vetoes policy alternatives. This indicator, by focusing on relationships
between the two rival coalitions, comes closest to approximating the
process of power contained in the formal definition. It is the indicator
preferred by most social scientists. For many reasons, however, it is
also the most difficult to use in an accurate way. Aspects of a decision
process may remain hidden, some informants may exaggerate or
downplay their roles, and people’s memories about who did what
often become cloudy shortly after the event. Worse, the key concerns
of the corporate community may never arise as issues for public dis-
cussion because it has the power to keep them off the agenda through
a variety of means that are explained throughout later chapters.
Despite the difficulties in using the Who wins? indicator of
power, it is possible to provide a theoretical framework for analyzing
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governmental decision-making that mitigates many of them. This
framework encompasses the various means by which the corporate
community attempts to influence both the government and the gen-
eral population in a conscious and planned manner, thereby making it
possible to assess its degree of success very directly. More specifically,
there are four relatively distinct, but overlapping processes (discov-
ered by means of membership network analysis) through which the
corporate community controls the public agenda and then wins on
most issues that appear on it. These four power networks, which are
discussed in detail in later chapters, are as follows:

1. The special-interest process deals with the narrow and short-
run policy concerns of wealthy families, specific corporations, and
specific business sectors. It operates primarily through lobbyists,
company lawyers, and trade associations, with a focus on congres-
sional committees, departments of the executive branch, and regula-
tory agencies.

2. The policy-planning process formulates the general interests
of the corporate community. It operates through a policy-planning
network of foundations, think tanks, and policy-discussion groups,
with a focus on the White House, relevant congressional committees,
and the high-status newspapers and opinion magazines published in
New York and Washington.

3. The candidate-selection process is concerned with the election
of candidates who are sympathetic to the agenda put forth in the spe-
cial-interest and policy-planning processes. It operates through large
campaign donations and hired political consultants, with a focus on
the presidential campaigns of both major political parties and the
congressional campaigns of the Republican Party.

4. The opinion-shaping process attempts to influence public
opinion and keep some issues off the public agenda. Often drawing
on policy positions, rationales, and statements developed within the
policy-planning process, it operates through the public relations
departments of large corporations, general public relations firms, and
many small opinion-shaping organizations, with a focus on middle-
class voluntary organizations, educational institutions, and the mass
media.

Taken together, the people and organizations that operate in
these four networks constitute the political-action arm of the corpo-
rate community and upper class. Building on the structural economic
power of the corporate community, explained in the next chapter, and
the social power of the upper class, explained in Chapter 3, and then
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the expert power developed within the policy-planning network, ex-
plained in Chapter 4, this political-action arm is the final step on the
path to corporate and class domination of the federal government.

WHAT DO OTHER SOCIAL SCIENTISTS THINK?

Although most social scientists agree that the corporate community
currently has more influence than any other group in American soci-
ety, many doubt that the owners and managers of these corporations
have the cohesion, scope, and degree of power to be considered a
dominant class. They tend to favor one of three alternative theoretical
perspectives—pluralism, state autonomy theory, or elite theory. Based
on studies of the relationship between public opinion and government
decisions, pluralists argue that the general public has power on many
issues through forming into interest groups that shape public opinion
and lobby elected officials. They point to the successes of nonbusiness
groups, such as labor unions from the 1930s to the 1960s, or environ-
mentalists and consumer advocates in the 1970s, as evidence for their
claim. Even more importantly, citizens have the power to influence the
general direction of public policy by supporting the candidates and
political parties that are sympathetic with their preferences. Most plu-
ralists also believe that corporate leaders are too divided among them-
selves to dominate government. They claim there are divisions
between owners and managers of large corporations, and that corpo-
rations are only organized into narrow interest groups that sometimes
argue among themselves.

Approaching the matter from a slightly different angle, state au-
tonomy theorists assert that predominant power is located in govern-
ment, not in the general citizenry or a dominant social class.
Following European usage, advocates of this theory, who sometimes
call themselves historical institutionalists, employ the phrase “the
state” rather than “government” to emphasize the government’s inde-
pendence from the rest of society. This state independence, usually
called “autonomy,” is said to be due to several intertwined factors:
(1) its monopoly on the legitimate use of force within the country;
(2) its unique role in defending the country from foreign rivals; and
(3) its regulatory and taxing powers. Thanks to these powers, govern-
ment officials can enter into coalitions with private groups in society,
whether business, labor, or political parties, if they share the same
goals as the state. State autonomy theorists also believe that indepen-
dent experts can be powerful because they have information that is
valuable to state officials. In the final analysis, they conclude that gov-
ernment officials have the capacity to impose their views on the corpo-
rate community no matter how united the corporate leaders might be.
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The third alternative, the elite theory, intersects with the class-
dominance theory, agreeing with it on some crucial points, but dis-
agreeing on others. The starting point for elite theorists is that all
modern societies are dominated by the leaders (called elites) of large,
bureaucratically structured organizations, whether corporate, non-
profit, or governmental. The people who hold these top positions have
the money, time, contacts with other organizations, and authority
over lower-level employees to shape political and many other out-
comes outside their organizations. Although corporations are one im-
portant power base according to elite theorists, they do not see the
corporate community as predominant over other organizational lead-
ers, as class-dominance theorists do. More generally, elite theory puts
far less emphasis on classes or class conflict than a class-dominance
theory does.

Because the analysis presented in this book challenges some
basic American beliefs, and is met with skepticism by those who hold
to one of the three competing theories, it is necessary to proceed in a
deliberate fashion, defining each concept as it is introduced, and then
providing empirical examples of how each part of the system works.
By approaching the problem in this manner, readers can draw their
own conclusions at each step of the way and decide for themselves if
they think the argument fails at some point.

HERE’'S THE PLAN

Using membership network analysis as a starting point, each chapter
presents one aspect of a cumulative argument. Chapter 2 presents evi-
dence for the existence of a nationwide corporate community that in-
cludes corporate lawyers, military contractors, and agribusinesses as
well as large and well-known corporations like General Motors, Gen-
eral Electric, ExxonMobil, and IBM. Chapter 3 uses alumni lists, club
lists, and memberships in other social organizations to show that the
owners and top-level executives in the corporate community form a
socially cohesive and clearly demarcated upper class that has created
its own social world and a distinctive lifestyle. The chapter argues that
the social bonds developed by the corporate owners and managers
combine with their common economic interests to make it easier for
them to overcome policy disagreements when they meet in the policy-
planning network.

Chapter 4 demonstrates that members of the intertwined corpo-
rate community and social upper class finance and direct a network of
foundations, think tanks, and policy discussion groups that provides
policies and plans to meet newly emerging problems faced by the cor-
porate community. It is through involvement in the policy-planning
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network that corporate leaders gain an understanding of general is-
sues beyond the confines of their own narrow business problems, dis-
cuss policy alternatives that are in their interests as a class, and come
to know and work with specialists and experts on a wide range of top-
ics. Chapter 5 describes how several of the organizations in the policy-
planning network link with public relations firms, the public affairs
departments of large corporations, and middle-class voluntary groups
in an effort to reinforce the individualistic and antigovernment dimen-
sions of the American value system, thereby trying to influence public
opinion on specific issues.

Chapter 6 explains the nature of the American electoral system
and why it is not as responsive to the preferences of the general public
as the electoral systems in other democratic countries. It also explains
why campaign donations can play an important role in American pol-
itics, making support from wealthy donors essential for a successful
candidacy at the national level and in highly populated states. Chapter
7 examines the network-based processes through which corporate
leaders are able to dominate the federal government in Washington on
issues of interest to them. They include the appointment of corporate
leaders to important positions in the executive branch under both
Democratic and Republican presidents, lobbying Congress and de-
partments of the executive branch on issues of concern to specific
business sectors, and convincing government leaders that policies de-
veloped in the policy-planning network are in the best interests of
everyone.

Chapter 8 summarizes the theoretical framework that fits best
with these findings, the class-domination theory, and then discusses
the empirical shortcomings of pluralism, state autonomy theory, and
elite theory. It also explains why the corporation-based upper class is
so powerful in the United States compared to other industrialized
democracies by examining American and European history, and ex-
plores the cracks and openings that developed in the power structure
as a result of the Civil Rights Movement and the social movements
that it inspired. The chapter concludes with a discussion of why liber-
als, leftists, and organized labor have not been able to take advantage
of these new opportunities due to the divisions among them on issues
of political strategy and economic alternatives.






2

The Corporate Community

It may seem a little strange at first to think about the few hundred big
corporations that sit astride the American economy as any sort of
community, but in fact corporations have many types of connections
and common bonds. They include shared ownership, long-standing
patterns of supply and purchase, the use of the same legal, accounting,
advertising, and public relations firms, and common (overlapping)
members on the boards of directors that have final responsibility for
how corporations are managed. The large corporations share the
same goals and values, especially the profit motive. As noted in the in-
troduction, they also develop a closeness because they are all opposed
and criticized to some degree by the labor movement, liberals, leftists,
strong environmentalists, and other types of anticorporate activists.

For research purposes, the interlocks created when a person sits
on two or more corporate boards are the most visible and useful of the
ties among corporations. Since membership on a board of directors is
public information, it is possible to use membership network analysis
to make detailed studies of interlock patterns extending back into the
early nineteenth century. The organizational network uncovered in
these studies provides a rigorous research definition for the term cor-
porate community. It consists of all those profit-seeking organizations
connected into a single network by overlapping directors.

However, it is important not to overstate the actual importance
of these interlocks. They are valuable for communication among cor-
porations, and they give the people who are members of several
boards a very useful overview of the corporate community as a whole.

21
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But the effects of interlocks on the economic performance of corpora-
tions are rather small, if any. Corporate interlocks should be thought
of as the best starting points that outsiders can use to understand the
overall corporate community.

Once the bare outlines of the corporate community are estab-
lished, it is possible to extend the membership network analysis to de-
termine the other types of organizational affiliations maintained by
corporate directors. Such studies show that members of the corporate
community create two types of organizations for purposes of relating
to each other and government. First, they develop trade associations
made up of all the businesses in a specific industry or sector of the
economy. Thus, there is the American Petroleum Institute, the Ameri-
can Bankers Association, the National Association of Home Builders,
and hundreds of similar organizations that focus on the narrow inter-
ests of their members through the special-interest process discussed
briefly at the end of the previous chapter.

Second, the corporate community is pulled even closer together
by organizations like the National Association of Manufacturers, the
U.S. Chamber of Commerce, and the Business Roundtable, which
look out for its general interests and play a role in the policy-planning
process. In the case of the National Association of Manufacturers and
its many state affiliates, for example, one of its foremost concerns
since 1903 had been all-out opposition to labor unions in any part of
the economy. As for the Business Rolindtable, it is the organization
that has coordinated the corporate community against a wide range of
challenges from the liberal-labor coalition since the 1970s.

THE UNEXPECTED ORIGINS
OF THE CORPORATE COMMUNITY

Standard historical accounts sometimes suggest that the first Ameri-
can businesses were owned by individual families and only slowly
evolved into large corporations with common ownership and many
hired managers. In fact, the corporate community had its origins in
jointly owned companies in the textile industry in New England in the
late eighteenth and early nineteenth centuries. At that time, the com-
mon directors reflected the fact that a small group of wealthy Boston
merchants were joining together in varying combinations to invest in
new companies. By 1845, a group of eighty men, known to historians
as the Boston Associates, controlled 31 textile companies that ac-
counted for 20 percent of the nationwide textile industry. Seventeen of
these men served as directors of Boston banks that owned 40 percent
of the city’s banking capital, twenty were directors of 6 insurance com-
panies, and eleven sat on the boards of 5 railroad companies.!
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Meanwhile, wealthy investors in other major cities were creating
commonly owned and directed companies as well. In New York, for
example, the 10 largest banks and 10 largest insurance companies in
1816 were linked into one network; 10 of the companies had from
eleven to twenty-six interlocks, 6 had six to ten interlocks, and 4 had
one to five interlocks. In 1836, all but 2 of the 20 largest banks, 10
largest insurance companies, and 10 largest railroads were linked into
one common network, with 12 of the 38 companies having an amazing
eleven to twenty-six interlocks, 10 having six to ten interlocks, and 16
having one to five interlocks. Even at that time, which is often roman-
ticized as one of small businesses, the 10 largest banks had 70 percent
of the bank assets in New York City and 40 percent of the bank assets
in the entire state.?

These big-city networks of financial companies and railroads per-
sisted in roughly their midcentury form until they were transformed
between 1895 and 1904 by a massive merger movement, which cre-
ated a national corporate network that included huge industrial cor-
porations for the first time.? Until that point, industrial companies had
been organized as partnerships among a few men or families. They
tended to stand apart from the financial institutions and the stock
market. Detailed historical and sociological studies of the creation of
this enlarged corporate community reveal no economic efficiencies
that might explain the relatively sudden incorporation of industrial
companies. Instead, it seems more likely that industrial companies
had to adopt the corporate form of organization for a variety of histor-
ical, legal, and sociological reasons. The most important of these rea-
sons seems to have been a need to (1) regulate the competition among
themselves that was driving down profits, and (2) gain better legal pro-
tection against the middle-class reformers, populist farmers, and so-
cialists who had mounted an unrelenting critique of the trusts,
meaning agreements among industrialists to fix prices, divide up mar-
kets, and/or share profits. When trusts were outlawed by the Sherman
Anti-Trust Act of 1890, which was coincidentally followed by a major
depression and many strikes by angry workers, the stage was set for
industrialists to resort to the legal device called a corporation.*

Several studies show that the corporate community remained re-
markably stable after the merger movement ended. Since then, it al-
ways has included the largest corporations of the era, and financial
companies are always at the center. Three changes in the patterns of
corporate interlocks between 1904 and the present seem to reflect grad-
ual economic and financial changes. First, railroads became more pe-
ripheral as they gradually declined in economic importance. Second,
manufacturing firms became more central as they increased in eco-
nomic importance. Third, as corporations became more independent
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of banks, the banks became less likely to place their top officers on non-
bank boards and more likely to receive officers of nonbank corpora-
tions on their own boards; this reversal of flow may reflect the gradual
transformation of banks from major power centers to places of co-
ordination and communication.> Fourth, the network has become
somewhat less dense, meaning there are fewer links among the corpo-
rations even though they remain closely tied through a handful of
major connecting points. The same decline in density has been found
for Canadian corporations.®

In short, large American businesses always have been owned and
controlled by groups of well-to-do people, who share common eco-
nomic interests and social ties even more than kinship ties. Moreover,
the deposits and premiums held by banks and insurance companies
for ordinary people were used for investment purposes and the expan-
sion of corporations from the beginning. Theh too, control of corpora-
tions by directors and high-level executives was an early feature of the
American business system, not a change that occurred when stock-
holders allegedly lost control of companies to bankers or managers in
the first half of the twentieth century. Contrary to the usual claim that
corporate growth and restructuring is a sensible and efficient response
to changing technology and markets, a claim that leaves no room for
any concern with power, historical research suggests big corporations
are a response to class conflict and legal changes, even though it is
also true that improvements in transportation and communication
made such changes possible.

Before taking a detailed look at the corporate community of
today, it is necessary to say a few words about the board of directors.

THE BOARD OF DIRECTORS

The board of directors is the official governing body of the corpora-
tion. Usually composed of ten to fifteen members, but including as
many as twenty-five in the case of commercial banks, it meets for a
day or two at a time about ten times a year and receives reports and
other information between meetings. Various board committees meet
periodically with top managers as well. A smaller executive committee
of the board often meets more frequently, and the most important in-
dividual members are sometimes in daily contact with the manage-
ment that handles the day-to-day affairs of the corporation. The major
duty of the board of directors is to hire and fire high-level executives,
but it also is responsible for accepting or rejecting significant policy
changes. Boards seem to play their most critical role when there is
conflict within management, the corporation is in economic distress,
or there is the possibility of a merger or acquisition.?
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The board is the official governing body, but the company execu-
tives on the board, who are called inside directors, sometimes play a
role in shaping the board’s decisions. These inside directors, perhaps
in conjunction with two or three of the nonmanagement directors,
called outside directors, are able to set the agenda for meetings, shape
board thinking on policy decisions, and select new outside directors.
In those situations, the board may become little more than a rubber
stamp for management, with the top managers having great influence
in naming their successors in running the company.

Although the exact role of the board varies from corporation to
corporation, boards of directors in general embody the complex
power relations within the corporate community. In addition to their
role in selecting high-level management and dealing with crises, their
importance manifests itself in a number of ways. They speak for the
corporation to the rest of the corporate community and to the public
at Jarge. New owners demand seats on boards to consolidate their po-
sitions and to have a “listening post.” Conflicts over hostile merger at-
tempts may be concluded by electing the top officers of the rival
corporations to each other’s boards. Commercial bankers may seek
seats on boards to keep track of their loans and to ensure that future
business will be directed their way. The chief executives of leading
companies take time from their busy schedules to be on two or three
other boards because it is a visible sign that their advice is respected
outside their home company. Their board memberships also provide
them with general intelligence on the state of the business world.?
Then, too, the presence of investment bankers, corporate lawyers, and
academic experts on a board is a sign that their expertise is respected
by the corporations. The appointment of a university president, for-
mer government official, well-known woman, or highly visible minor-
ity group leader is a sign that their high status and respectability are
regarded as valuable to the image of the corporation.’

Boards of directors are important for another reason. In the
broadest sense, they are the institutionalized interface between orga-
nizations and social classes in the United States. For the purposes of
this book, they are viewed more specifically as the intersection be-
tween corporations and the upper class. As such, they are one of the
means by which the book attempts to synthesize a class-based theory
and insights from organizational theory. From the standpoint of orga-
nizational theory, boards are important because they allocate scarce
resources, deal with situations where there is uncertainty, and link
with other organizations that are important to the organization’s fu-
ture success. The organizational perspective is represented on the
board of directors by the inside directors, who are full-time employees
of the corporation. They are concerned that the organization survive
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and that any new initiatives have a minimal effect on routine func-
tioning. They see outside directors as the ambassadors of the or-
ganization, who help to reduce uncertainty in the organization’s
environment.

At the same time, the class perspective is represented by those
outside directors who are members of the upper class. Such directors
want to ensure that any given corporation fits well with their other
profit-making opportunities and does not jeopardize new policy initia-
tives or general public acceptance in the political realm. Qutside direc-
tors have a number of resources that make it possible for them to
represent a class perspective: their own wealth, their connections to
other corporations and nonprofit organizations, their general under-
standing of business and investment, and their many connections to
other wealthy people, fund-raisers, and politicians. Such resources
make it possible for them to have a very real impact when new leader-
ship must be selected or new policy directions must be undertaken. !0

THE CORPORATE COMMUNITY TODAY

The American economy is large and growing larger all the time, with
5.5 million corporations, 2 million partnerships, and an estimated
17.7 million nonfarm proprietorships in 2000, almost double the num-
ber of businesses in 1980. However, the ownership and control of eco-
nomic assets is highly concentrated, as first of all demonstrated by the
fact that only 8,300 companies, constituting a mere 0.015 percent of
the total number of businesses, have 1,000 or more employees, ac-
counting for 44 percent of all private-sector employees. Even more
striking, just 500 companies, the heart of the corporate community,
earned 57 percent of all profits in the year 2000 while employing 16.3
percent of the private-sector workforce.!l Several different studies,
stretching from the 1970s to 2004, and focusing on the largest corpo-
rations, provide a detailed overview of interlocking directorates in the
modern-day corporate community. It is first of all an extensive com-
munity in terms of corporate interlocks, encompassing 90 percent of
the 800 largest publicly owned corporations studied for the 1970s, 89
percent of the largest 255 for 1995, and 84 percent of the 930 largest
corporations for 2001.!2 Furthermore, most corporations are within
three or four “steps” or “links” of any other.

Although extensive, the network is not in general very “dense” be-
cause most corporations have only one to nine connections to the rest
of the network. For 2004, the average number of connections among
1,996 companies in the database maintained by the Corporate Library
at www.thecorporatelibrary.com was only 6.1. On the other hand, the
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Figure 2.1 The interlocks between Citigroup and 25 other corporations.
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directions. Source: The Corporate Library, with thanks for permission to use this
diagram.

largest corporations usually have ten or more connections, and some
have as many as twenty to twenty-five. For example, the 4 largest in-
dustrial corporations in the United States in 2004—ExxonMobil, Gen-
eral Motors, Ford Motors, and General Electric—have seventeen,
fourteen, fourteen, and twenty-four interlocks respectively with other
corporations. The largest bank in 2004, Citigroup, had twenty-five
links with other corporations, which are displayed in Figure 2.1.

The large corporations with the most interlocks also tend to have
interlocks with each other, which means they are at the center of the
network. In a study of the 28 corporations with twenty-eight or more
links in 1996, which was carried out for an earlier edition of this book,
it was found that all 28 corporations had at least one connection with
another corporation in the top 28, and 24 of the 28 had three or more.
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The centrality of these 28 firms also was shown by their interlocks to
other highly connected corporations. Of the 313 firms with between
ten and twenty-seven connections, 226 (72.2 percent) had at least one
connection to the top 28. This means that the network tends to radiate
out in concentric circles from its central core, but even that image
does not capture the full picture because some corporations with only
two or three connections were linked directly to the top 28.

Although the network became less dense between 1996 and 2004
due to mergers and a tendency to smaller boards of directors, the con-
tinuing complexity of the network can be seen by a quick glance at
Figure 2.2, which shows some of the interlocks among the 25 corpora-
tions connected to Citigroup. Translated into simple numbers that are
more readily grasped, the full matrix reveals that the 25 corporations
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have sevénty-five connections with each other.* For example, PepsiCo
and Electronic Data Systems each have connections to 6 of the other
24, Halliburton and Lucent Technologies have connections to 5, and
Alcoa and Johnson & Johnson have connections to 4. A further sense
of the relationships among corporations in 2004 can be seen in the
fact that the 153 directors of these 25 corporations are also directors
at 214 more corporations. Thus, to return to Citigroup as a starting
point, that one large bank is directly or indirectly connected to 239
other corporations. (For further detail on the present-day corporate
network that includes other major banks and corporations, see
www.whorulesamerica.net.)

Aside from some tendency to regional concentrations, there are
no subgroups or “cliques” within the corporate community, at least as
measured by director interlocks. Instead, as the findings in the previous
paragraphs reveal, there tends to be a very general core, with smaller
corporations around the periphery. One further piece of evidence for
this conclusion is the fact that corporate connections “broken” by the
death or retirement of a director are not very often “restored” by a new
director from closely related companies, which is what would be ex-
pected if the companies were part of distinctive subgroups, as was the
case 100 years ago when a few large commercial and investment banks
controlled many industrial corporations. Now new directors are usu-
ally recruited from a small general pool of people who are highly visible
in the corporate community.!? Thus, the main constants in the network
are its large size, the centrality of large firms, and slight shifts in the de-
gree of a corporation’s centrality when directors are replaced.

As the findings on the recruitment of new directors show, the cor-
porate network is a social one in that it is not directly shaped by the fi-
narcial control or strategic needs of specific corporations. However,
that does not mean the network is without important economic mean-
ing, as nicely explained by three experts on the significance of inter-
locking directorships:

The upshot of these studies is that board interlocks may be a fortu-
itous by-product of board preferences for recruiting experienced
directors, with little strategic intent (with the possible exception of
bank ties), yet the result is the creation of a network that is highly
consequential for board decision making. The prior experience of
directors is part of the raw material of board decision making, and

Although seventy-five interconnections is an impressive number for sociological pur-
poses, that is only 12 percent of all the possible links (625) if all of the 25 corporations
were ¢onnected to each other. From the perspective of network theory, the network is
not “dense,” but “sparse.”
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it is thus unsurprising that a director who has been involved in
acquisitions, alliances, adopting takeover defenses, creating an
investor relations office, or any other board-level decision (includ-
ing recruiting other directors) would bring that expertise to bear;
indeed, it would be bizarre if things were otherwise.!4

THE DIRECTOR NETWORK AS AN INNER CIRCLE

Who are the directors who create a corporate community through
their presence on boards of directors? They are 90 to 95 percent men,
95 percent white, 3 to 4 percent African-American, and 1 to 2 percent
Latino and Asian-American. Most are business executives, commercial
bankers, investment bankers, and corporate lawyers, but there are
also a significant minority of university administrators, foundation
presidents, former elected officials, and representatives of ethnic and
racial minorities.

Compared to three or four decades ago, there is today greater di-
versity in the corporate community in terms of the number of women
and minorities, a response to the social movements that emerged in
the 1960s. There is irony in this diversity, however, because the social
class and educational backgrounds of the women and minorities tend
to be similar to those of their white male counterparts. They also share
the Christian religion and Republican politics with most of the white
males. In the case of African-American and Latino corporate direc-
tors, they tend to have lighter skin color than leaders within their own
communities. Based on this and other information, there is reason to
believe that white male directors select new women and minority di-
rectors who are similar to them in class, education, and skin color.
There is also evidence that women and minority directors usually
share the same perspectives on business and government with other
directors.!> The next chapter presents information on the social and
educational backgrounds of all corporate directors and executives.

Approximately 15 to 20 percent of all present-day directors sit on
two or more corporate boards, thereby creating the corporate commu-
nity as it is defined for purposes of this book. This percentage has
proved to be very stable over time. The figure was 24 percent for New
York banks and insurance companies in 1816 and 18 percent in 1836.
For the 55 companies studied for 1891 and 1912, the figures were 13
percent and 17 percent, respectively. A larger sample of companies for
the period 1898 to 1905 found that 12 percent of the directors were on
two or more boards.!¢

These people are called the inner circle of the corporate commu-
nity. They do not differ demographically from other directors, but they
do sit on more nonprofit boards, as shown in Chapters 4 and 5, and
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are appointed more frequently to government positions, as explained
in Chapter 7. Thus, the inner circle contributes disproportionately to
the general leadership group that represents the corporate community
as a whole.!”

The extensive corporate network created by interlocking direc-
tors provides a general framework within which common business
and political perspectives can gradually develop. It is one building
block toward a more general class awareness that is reinforced in set-
tings that are discussed in the next several chapters. The understand-
ing gained by studying interlocking directors and the corporate
network is therefore a useful starting point in understanding corpo-
rate power. But it is no substitute for showing how policy views are
formed and how government is influenced on specific issues for which
there is conflict.

STRATEGIC ALLIANCES/PRODUCER NETWORKS

Firms in the corporate community not only have numerous complex
ties to each other, but also to multinational firms in other countries
and smaller firms in both the United States and abroad. The relations
to the multinationals are called strategic alliances; the relations with
smaller companies create prodiicer networks. Both types of ties devel-
oped more rapidly in the late twentieth century than they had previous
to that time, in part due to increasing world economic competition, in-
cluding competition within the United States from Japanese and
Western European producers of automobiles and steel. This new com-
petition forced American corporations to seek greater flexibility
through internal reorganizations, changes in labor relations, and new
relations with other companies.!8

Strategic alliances with foreign multinationals usually focus on a
very specific issue, such as research and development, or the creation
of one particular product. Thus, IBM, Toshiba (Japan), and Siemens
(Germany) entered into an alliance for research and development on a
new kind of microchip. General Motors and Toyota developed a joint
vernture to produce small cars in a plant in Fremont, California, using
advanced technology and more cooperative labor-management rela-
tions. The several types of alliances that five separate American com-
panies created with Siemens are shown in Figure 2.3. Such alliances
make it possible for large corporations to (1) bypass political barriers
blocking their entry into new foreign markets, (2) create new products
more quickly by pooling technical know-how, and (3) avoid the ex-
pense of start-up costs and head-on competition.

Producer networks, on the other hand, provide supplies and ser-
vices to big corporations. These networks give large companies the
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American Corporations. Source: Bennett Harrison, Lean and Mean (New York:
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flexibility to rearrange their internal bureaucracies and cut back on
employees. In particular, they allow corporations to subcontract, or
outsource, for many of the parts and services they need. The corpora-
tions are thereby able to outflank unions, which often have difficulty
organizing when there are many small companies. Eliminating unions
has the effect of lowering wage and benefit costs, and allowing less
costly health, safety, and work rules.

Thanks to outsourcing, the large corporations continue to main-
tain or enlarge their share of sales and profits while decreasing the
size of their workforces. Even with these cutbacks, however, the
largest 1 percent of manufacturing companies still account for 70 per-
cent of all manufacturing jobs. Nor does outsourcing reduce the
power of the big corporations. Based on a detailed investigation of all
new corporate strategies, one economist concluded: “Production may
be decentralized into a wider and more geographically far-flung num-
ber of work sites, but power, finance, and control remain concentrated
in the hands of the managers of the largest companies in the global
economy.”1?

Outsourcing first seemed to be a feasible option for reducing
union power as far back as 1961, but it took a decade for corporations
to make use of its potential in the face of liberal-labor opposition. The
conflict began when the federal government’s National Labor Rela-
tions Board, controlled at the time by Republican appointees, ruled
that outsourcing did not violate union contracts. The ruling was vigor-
ously opposed by liberals and union leaders, and was overturned one
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year later by the liberal appointees put on the board by the incoming
Democratic president. Convinced that this new ruling was the opening
round in a liberal-labor attack on “management prerogatives,” the en-
tire corporate community began to mobilize against any further
growth in union power; this mobilization included companies that
had maintained formally positive relations with unions for over a
decade.

Top executives from these companies claimed they were willing
to bargain with unions over wages, hours, and working conditions,
but not over an issue that involved their rights as managers, including
their right to weaken unions. Their successful battle, won through
court cases and influence on appointments to the National Labor Re-
lations Board, culminated in 1971 with a series of rulings against any
collective bargaining over management decisions. These decisions
opened the way for greater outsourcing, plant relocations, and plant
closings. The organization that has coordinated the corporate commu-
nity on policy issues since the 1970s, the Business Roundtable, had its
origins in the committees and study groups set up to overturn the
original pro-union ruling on outsourcing.??

IS THERE A SEPARATE
MILITARY-INDUSTRIAL COMPLEX?

Unlike the countries of Europe, which had to have big armies from the
fifteenth century onward to defend themselves against each other, the
United States did not have a large military establishment until World
War I1, only sixty-five to seventy years ago. This fact goes a long way
toward explaining the relatively small size of the federal government
historically and the major role of the corporate community within it.
However, the large amount of defense spending since World War II
has led a few social scientists to argue that there now exists a separate
military-industrial complex that is able to win the budgetary alloca-
tions it needs to maintain at least some degree of independence from
the corporate community. There are three major findings that contra-
dict this notion.

First, several of the largest defense contractors, like Boeing, Gen-
eral Electric, and United Technologies, are also among the largest cor-
porations in the country, irrespective of their military contracts.
Second, research on the handful of companies that specialized in
weapons manufacturing in the years following World War Il demon-
strated that they were completely integrated into the corporate com-
munity through their bank connections and interlocking directors; in
addition, their directors went to the same universities and belong to
the same social clubs as other corporate directors.2! Third, the claim
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of a separate military-industrial complex is contradicted by the fact
that the defense budget rises and falls in terms of foreign policy crises
and military threats. This does not fit with the idea that defense con-
tractors and their Pentagon allies have the power to allocate them-
selves all the money they would like to have. Budgetary decline was
significant after World War II, the Korean War, and the Vietnam War.2?
The drop in defense spending in the decade after the end of the Cold
War was substantial as well, although the defense budget continued to
be a major part of the overall federal budget.

The case for a separate and independent military-industrial com-
plex became even weaker in the 1990s when the Clinton Administra-
tion decided to adopt mew contracting policies that in effect
eliminated most defense companies because of declining defense
needs at the time. These policies placed a greater emphasis on compe-
tition in the marketplace among a few large corporations as the means
to ensure the continued development of sophisticated weapons sys-
tems. The result was a merger movement that downsized the defense
industry by hundreds of thousands of employees and left just under 40
percent of the defense contracts in the hands of 10 corporations, sev-
eral of which have large nondefense business operations as well.23
Even Lockheed Martin, the largest defense contractor, does a large
amount of nondefense business through contracts with the U.S. Postal
Service, the Census Bureau, the Social Security Administration, and
other important agencies of government at the federal and state levels.
Table 2.1 lists the 10 largest defense contractors for 2003, along with
their ranking among the largest 500 corporations (“the Fortune 500”)
and the number of interlocks they have with nondefense companies.

The remaining 60 percent of defense contracts are spread out
among a large number of well-known corporations in all sectors of the
economy. For example, HealthNet is the fourteenth largest defense
contractor, FedEx is twentieth, ExxonMobil is twenty-ninth, Dell Com-
puters is thirty-fifth, General Motors is thirty-sixth, and IBM is fiftieth.
Based on these overall findings, it can be seen that there is no separate
military-industrial complex. Instead, it is more accurate to say that the
corporate community is a military-industrial complex in and of itself,
as well as the producer of most of the goods and services purchased by
American consumers.

THE INCORPORATION OF HIGH-TECH COMPANIES

In the 1990s, the combination of computers, the Internet, faxes, and
cell phones made information storage, data analysis, and information
transmittal far faster and cheaper, thereby improving productivity,
warehousing, shipping, and customer service. The result was a new
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group of semiconductor, telecommunication, and dot.com companies
that seemed for a brief instant to be on the way to forming a separate
corporate cluster. However, it soon became apparent that these com-
panies were actually becoming part of the ongoing corporate commu-
nity in terms of their financing, organizational structure, business
dealings, and policy orientations. Most of the start-ups were bought
out by larger corporations, or pushed aside by established companies,
especially in retail sales, which quickly developed their own Internet
sites and marketing plans. Many of their high-level executives turned
out to be from the same elite social and educational backgrounds as
other corporate executives. Finally, the largest of these companies
have numerous interlocks with the corporate community. The most
integrated as of 2004 were Dell, with nineteen interlocks to giants such
as General Electric, ChevronTexaco, and Coca-Cola; Microsoft, with
sixteen connections to the likes of General Electric, General Mills,
Merck, and Northrop Grumman; Intel, with fourteen links to compa-
nies such as American Express, Goldman Sachs, and Ford Motors;
and Automatic Data Processing, with twelve ties to such firms as Citi-
group, Johnson & Johnson, and CIT Financial.

Nor do the owners of the biggest companies act any differently
than empire builders in the past. For example, Microsoft claims to be
a highly innovative company built on sheer brain power, but it began
as a quick and timely assemblage of newly developed ideas and tech-
niques taken from others before software was patentable. Windows®
and Word® came from the Xerox Research Center, Excel® from a little
company named Software Arts, and Internet Explorer® from Net-
scape. As the retired founder of the Xerox Research Center concludes,
the head of Microsoft, Bill Gates, was “immensely successful in posi-
tioning himself between the innovators and the users, taking from one
and selling to the others.”?*

Although many high-tech executives claim they have no need for
government, they are in fact as dependent upon it as the rest of the
corporate community. The Internet itself was created by the Penta-
gon’s Defense Advanced Research Project Agency in the late 1960s.23
Other projects financed by the agency “helped create many of the na-
tion's most impressive computers, the chips used in cellular phones,
and vital networking technologies like the ability to send simultaneous
signals of many wavelengths down a single optic cable.”?¢ Nor would
they have been able to benefit from the Internet if the Telecommunica-
tions Act of 1996 and. rulings by the Federal Communications Com-
mission had not taken telephone lines from the monopoly grip of the
telephone companies.?’

These companies also benefit handsomely from tax breaks that
lobbyists worked very hard to obtain through the special-interest
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procéss. Due to strong lobbying, backed up by a 1994 Senate resolu-
tion sponsored by Senator Joseph 1. Lieberman of Connecticuit, the
Democratic Party’s vice presidential nominee in 2000, companies can
take a tax deduction for money their employees earn when they ex-
ercise their option to sell stock that the company allowed them to
purchase.* This practice keeps earnings artificially high. Giving em-
ployees stock options also encourages them to work for lower wages,
which also raises profits. If options were counted as costs, Cisco’s re-
ported profits for 1999 would have been 24 percent lower, Gateway,
Inc.'s would have been 26 percent less, and Dell Computer’s 13 percent
less. Thanks to this tax break, neither Cisco nor Microsoft paid any
federal income taxes in 1999.28

Another important piece of special-interest legislation allows
high-tech companies to bring several hundred thousand highly trained
foreign engineers and programmers a year into the country for six-
year periods. Not only do these employees have to leave the country at
the end of six years, but they cannot easily change jobs without losing
their visas. This arrangement comes close to indentured servitude, giv-
ing companies access to skilled employees without any risk that they
might quit thé company or join in unionization efforts.??

The final old-fashioned secret to the high-tech companies’ eco-
nomic success is massive resistance to any attempts at unionization.
Great success in this regard is critical in maintaining low-wage assem-
bly plants. The absence of a unionized labor force also allows for a
steady stream of low-income immigrant workers and means there is
no challenge to the right to move assembly plants to Third World
countries. Subcontracting is another means of avoiding unionized
workers. For example, the firms in California’s Silicon Valley use as
many temporary software designers as possible and contract with em-
ployment agencies to hire janitors at $15,000 a year.30

THE CORPORATE LAWYERS

Lawyers specializing in corporate law go back to the beginnings of
American corporations. Comprising only a few percent of all lawyers,
they generally practice as partners in large firms that have hundreds
of partners and even more associates—that is, recent law school

*A stock option is an arrangement by which an employee is allowed to buy company
stock at any point within a future time period at the price of the stock when the option
is granted. If the price of the stock rises, the employee purchases it at the original low
price, often with the help of a low-interest or interest-free loan from the corporation. He
or she then may sell the stock at the market value, realizing a large capital gain that is
taxed at a far lower rate than ordinary income,
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graduates who work for a salary and aspire to an eventual partner-
ship. Partners routinely earn several hundred thousand dollars each
year, and top partners may make several million.

Corporate law firms grew in size and importance in tandem with
the large corporations that developed in the second half of the nine-
teenth century. Their partners played the central role in creating the
state-level laws in New Jersey and Delaware that made the corporate
form an attractive and safe haven for companies under pressure from
reformers and socialists, who were trying to pass laws at the national
level that would break up or socialize large businesses.>!

In more recent times, corporate lawyers prepare briefs for key
legal cases but rarely appear in court. They advise corporations on
how widely or narrowly to interpret requests for information when
facing lawsuits over the dangers of their products. They are central to
mergers and acquisitions by corporate executives. They also serve as
important go-betweens with government, sometimes as heads of
major departments of the executive branch, sometimes as White
House counsel. After government service, they return to their private
practices with new knowledge and contacts that make them even
more valuable to their corporate clients.

Despite these close ties with corporations, some social scientists
have argued that corporate lawyers are professionals with a code of
ethics and concern over the public at large that set them apart from
the corporate community. However, a detailed analysis of four large
corporate law firms in Chicago provides convincing evidence that
these lawyers are an integral part of the corporate community. They
have a strong loyalty to their clients, not to their profession or code of
ethics. The sociologist who did this study concludes:

My central thesis is that lawyers in large firms adhere to an ideol-
ogy of autonomy, both in their perception of the role of legal insti-
tutions in society and the role of lawyers vis-a-vis clients, but that
this ideology has little bearing in practice. In the realm of practice
these lawyers enthusiastically attempt to maximize the interests of
clients and rarely experience serious disagreements with clients
over the broader implications of a proposed course of conduct. The
dominance of client interests in the practical activities of lawyers
contradicts the view that large-firm lawyers serve a mediating func-
tion in the legal system.3?

Although closely tied to their clients, and in that sense not inde-
pendently powerful, corporate lawyers are nonetheless important in
shaping law schools, the American Bar Association, courts, and politi-
cal institutions. The same author quoted above concludes that corpo-
rate lawyers “maintain and make legitimate the current system for the
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allocation of rights and benefits,” and that they do so for the benefit of
their clients: “The influence of these organizations in the legal system
derives from and can only serve the interests of corporate clients.”33

The socialization that creates a business-oriented inentality in
corporate lawyers has been studied in great detail at Harvard Law
School. Based on interviews and classroom observations, the sociolog-
ical investigdtor reports that students end up actively participating in
building collective identities within law school that all but ensure they
will become members of the corporate community as a result of a gru-
eling socialization process. As a key part of this socialization, students
learn there is no such thing as right or wrong, only differing shades of
gray. Summer internships provide the students with a taste of the cor-
porate world. They come to feel they must be special to be atteriding a
high-status law school and be sought after by powerful law firms that
offer starting salaries of $100,000 a year or more. Thus, even though
some students enter prestigious law schools with an interest in public-
interest law, all but a few percent end up in corporate law firms.3*

Not all young lawyers follow the corporate path, of course, and
those from lower-status schools are very unlikely to do so. Some be-
come trial lawyers who represent aggrieved or injured individuals or
groups In cases against corporations. They are often viewed as the
major enemies of the corporate community and its lawyers because of
the many multimillion-dollar class action lawsuits they have won on
behalf of employees and consumers. Many trial lawyers have become
major donors to the Democratic Party in the face of this counterattack
by the corporate community.3> Other young lawyers go to work for the
government as prosecutors and public defenders. Still others focus on
environmental, civil rights, or labor law, in effect joining the liberal-
labor coalition in many instances.

Given this diversity of interests and viewpoints among lawyers, it
makes little sense in terms of a power analysis to talk about lawyers in
general as part of a profession that is separate from business and
other groups in society, as some social scientists still do. Although
lawyers share some qualities that make them useful mediators and
politicians, it is important to ascertain what kind of law a person prac-
tices for purposes of power studies, and to realize that corporate
lawyers are the hired guns of the corporate community.

FROM SMALL FARMS TO GIANT AGRIBUSINESSES

In the last half of the nineteenth century, when the farm vote was a
critical one in state and national elections, farmers often provided
major opposition for the rising national corporations. Many angry
farmers were part of an anticorporate populist movement that started
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in the 1870s and formed its own political party in the 1880s to chal-
lenge both Democrats and Republicans. Several of the reforms advo-
cated by the populists—such as a government commission to set
rdilroad rates, the direct election of senators, and the federal income
tax—were eventually adopted.

But the day of farmers as challengers to the corporate commu-
nity is long past. The populists were defeated at the turn of the twenti-
eth century by a coalition of prosperous farmers and local business
leaders. As the farm population declined and the average size of farms
increased, farm owners became an interest group rather than a large
popular movement. Moreover, the large-scale family farmers of the
Midwest and Great Plains increasingly joined with the plantation
owners of the South and the ranchers of California as employers of
wage labor, especially part-time migrant labor, and identified them-
selves as business owners. The periodic attempts since the 1930s by
farmworkers to organize labor unions, ofteri aided and encouraged by
liberals and leftists, intensified the farm owners’ sense of opposition to
the liberal-labor coalition.3¢

Although most of the 2.13 million farms in existence today are
still family owned, with less than 0.5 percent owned by large corpora-
tions in other business sectors, the overwhelming majority of them are
extremely small. Approximately 58 peicent of farms have less than
$10,000 a year in sales, and 79 percent have less than $50,000 in sales.
The people on these small farms earn over 90 percent of their income
in off-farm jobs, many in manufacturing and service firms that relo-
cated to rural areas to take advantage of lower wages. Moreover, one-
third of farm sales are made to large corporations under fixed-price
contracts, moving many farmers closer to the status of corporate
wage-workers.37

At the other end of the farm ladder, the well-to-do among farm-
ers, those with over $500,000 in sales and who make up less than 3
percent of farmers, provide half of all farm sales. The 7 percent with
sales of $250,000 or above account for 74 percent of farm sales. Many
of the largest farms are part of agribusiness complexes, particularly
for farm commodities where a few companies control most of the
market. Roughly 85 percent of all eggs and poultry, for example, come
from 20 corporations and the farmers under contract to them.?8 Just
43 farm companies control one-third of the American market for pork;
they own 1.74 million sows that produce over 30 million pigs each
year. There are 400 companies with $10 million or more in farm sales
each year: 114 produced beef, 75 produced poultry, 70 raised vegeta-
bles, and 54 produced eggs.3®

The biggest farms also differentially benefit from the federal sub-
sidy payments made to farmers each year through a variety of pro-
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grams. Although the government has not made it easy in recent years
to assemble figures on farm subsidies, the Environmental Working
Group, a nonprofit watchdog group, used the Freedom of Information
Act to obtain copies of the checks for $131.3 billion sent to farmers be-
tween 1995 and 2002. It found that only a third of farmers received
checks, and that most of those who did received very small sums. On
the other hand, the top 5 percent of recipients per year, about 153,000
individuals, some of whom are husband and wife, or siblings, received
55 percent of all subsidy payments, and the top 10 percent received 72
percent.?? Thus, the subsidy program serves to strengthen large farms
and push more small farms out of business.

The farmers with over $250,000 in yearly sales are organized into
a wide variety of associations that look out for their interests. Some of
these organizations are commaedity groups, made up of those who pro-
duce a particular crop. There are also two or three general farm
groups, the most important of which is the American Farm Bureau
Federation. The Farm Bureau, as it is known, and most other farm
groups usually align with business trade associations in the political
arena. The Farm Bureau in particular is an important part of the
corporate-conservative coalition. It has its own insurance company
and includes farm equipment manufacturers and other farm-related
corporations among its members.*! There is, however, one farm orga-
nization, the National Farmers Union, that usually has allied itself with
the liberal-labor coalition. Its historical origins are in wheat farming in
the Great Plains.4?

Farmers, then, are no longer an independent base of power in the
United States. They are few in number, and most of those few do not
have enough income from their farms to have any political impact. At
the same time, average farmers are becoming contract producers,
working for a set price for the handful of giant corporations that are
on their way to controlling food production. The small percentage of
large-scale farmers who produce most of the cash crops are integrated
into the agribusiness complex within the corporate community
through commodity groups and the Farm Bureau.

SMALL BUSINESS: NOT A COUNTERWEIGHT

There are approximately 23 million small businesses in the United
States, defined as businesses with less than 500 employees. By con-
trast, there are only 14,000 companies with 500 or more employees.
Because small businesses make 52 percent of all sales and employ 54
percent of the private labor force, they are sometimes claimed to be a
counterweight to the power of the corporate community. They have an
important place in the American belief system because they are
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thought to embody the independence and initiative of all Americans,
and since the 1980s they have been extolled as the primary force in
creating new jobs in the economy.*?

But the owners of small businesses are too large in number, too
diverse in size, and too lacking in financial assets to have any collec-
tive power that could challenge the corporate community. One-third
of American businesses are part-time operations run from the home
or as a sideline from a regular job, and another one-third are solo ef-
forts. Others exist in immigrant ethnic enclaves and have no contacts
with business people outside their community. As a result of these
problems, small business people have not formed their own associa-
tions to lobby for them.

The small businesses that go beyond the part-time and one-
person levels are most often part of trade associations that receive
most of their funding and direction from large corporations. They are
also part of the two largest general business organizations in the coun-
try: the U.S. Chamber of Commerce, which claims to represent
180,000 companies, and the National Association of Manufacturers,
which claims 12,500 companies and subsidiaries as members. These
are figures that go well beyond the several hundred companies in the
corporate community and the 14,000 companies with 500 or more
employees.

Many small businesses are part of economic networks that have
large corporations at the center. The most visible and long-standing
examples of small businesses tied to large corporations are the
600,000 franchise businesses that sell products and services to the
general public—convenience stores, fast-food outlets, mall shops, au-
tomobile repair shops, and many more. Owners pay fees of $10,000 to
$40,000 to the parent company to obtain a franchise, plus monthly
royalties. Between 1967 and 2004, the percentage of all sales made by
franchise outlets went from 10 to over 40 percent.*#

As for the small manufacturing companies sometimes said to be
sources of innovation and new jobs, they are often part of the producer
networks that sell parts and services to large corporations. Some were
started as spin-offs from larger corporations to thwart unionization.
The fact that many of these firms start with 100 or more employees
suggests the importance of their subcontracts from large corporations.
Not all small manufacturing firms are directly tied to large corpora-

*Many of these big franchise companies, such as Subway, Midas Muffler, and Thrifty
Car Rental, take advantage of guaranteed loans at low interest rates from the federal
government’s Small Business Administration, which is only supposed to help small
companies. In 1996, for example, 14 hotel and motel companies received $209 million
in low-interest loans to open nearly 260 new outlets.
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tions, however. Many are part of what one author calls “the minor in-
dustrial revolution” that brought small firms into southern states in
search of low-wage, nonunionized labor.# Still others owe their ori-
gins to discoveries and patents that were developed in large universi-
ties, especially in the electronic and biotechnology industries.

However, there is one organization, the National Federation of
Independent Businesses, that represents the interests of the most con-
servative small businesses, even though it was not started by small
business owners, does not elect leaders, and does not hold meetings.
Instead, the federation, which now has over 600,000 members, was
created as a for-profit organization in 1943, using traveling salesmen
to sell memberships to small business owners on the promise of repre-
senting their views in Washington. It remained a for-profit organiza-
tion until its millionaire owner retired in the late 1970s, at which point
it was taken over by wealthy conservatives and staffed by retired Re-
publican politicians and their former legislative aides, who manage
over 800 employees and an annual budget of more than $170 million.
Members' preferences are determined by periodic surveys, only 20
percent of which are returned. Not surprisingly, these preferences are
generally highly conservative and antigovernment. They do not always
accord with the stances taken by the smaller and less powerful Ameri-
¢an Small Business Alliance and National Small Business United.
Based on the federation’s history, current leadership, and funding, and
the fact that it includes less than 5 percent of all small businesses as
members, it is best seen as an important lobbying organization for the
corporate-conservative coalition.*®

When all is said and done, then, there is no “small business com-
munity” in the United States to provide any opposition to the corpo-
rate community. Instead, the relatively few small businesses that are
full-time operations and have more than a handful of employees are
incorporated into the power networks of the corporate community
(1) by belonging to trade associations dominated by larger businesses;
(2) as franchise outlets for larger businesses; (3) as suppliers and ser-
vice providers for big corporations, and (4) as members of the Na-
tional Federation of Independent Business. These ties place severe
market and political constraints on most small businesses in relation
to the large corporations. Small business is not a counterweight to the
.3 percent of businesses that have 59 percent of total business assets.4’

LOCAL BUSINESSES FORM GROWTH COALITIONS

The most important small businesses in the United States are orga-
nized into local growth coalitions whose members share a commmon
initerest in intensifying land use in their geographical locale. Even
though these land-based businesses are not directly involved in the
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main topic of this book, power at the national leve], it is important to
consider them briefly to understand the complexities of the ownership
class, and to see the power openings that are created by the occasional
conflicts between the corporate community and the growth coalitions,
especially on environmental issues. In economic terms, the place entre-
preneurs at the heart of local growth coalitions are trying to maximize
rents from land and buildings, which is a little different from the goal
of the corporate community, namely, maximizing profits from the sale
of goods and services. To emphasize this difference, the concept of
rents includes purchases of land and buildings as well as payments
that tenants or home buyers make to landlords, realtors, mortgage
lenders, and title companies.*8

Although the growth coalitions are based on land ownership and
the maximization of rents, they include all those local interests that
profit from the intensification of land use, including developers and
contractors. Executives from the local bank, the savings and loan, the
telephone company, the gas. and electric company, and the local de-
partment stores are often quite prominent as well because they, too,
have a strong stake in the growth of the local community. As in the
case of the corporate community, the central meeting point for the
growth coalitions is often a large commercial bank, where executives
from the utility companies and the department stores join with the
largest landlords and developers as members of the boards of direc-
tors.*? There is one other important component of the local growth
coalition, the newspaper, which is deeply committed to local growth
so that its circulation, and even more importantly its pages of adver-
tising, will continue to rise. The unique feature of the newspaper is
that it is not committed to growth on any particular piece of land or in
any one area of the city, so it often attains the role of “growth states-
man” among any competing interests within the growth coalition.

Local growth coalitions and the corporate community are differ-
ent segments of the ownership class, meaning that as owners of prop-
erty and employers of wage labor they are in the same economic class
and therefore share more in common with each other than they do
with non-owners. The main basis for their cooperation is the fact that
the best way to intensify land use is to attract corporate investments to
the area. The place entrepreneurs are therefore very much attuned
to the needs of corporations, working hard to provide them with the
physical infrastructure, municipal services, labor markets, and politi-
cal climate they find attractive. The growth caused by corporate in-
vestments, along with investments by universities and government
agencies, then leads to housing development, increased financial activ-
ity, and increased consumer spending, all of which make land and
buildings even more valuable.
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Still, the relationship between the growth coalitions and the cor-
porate community is not without its conflicts. This is first of all be-
cause corporations have the ability to move if they think that
regulations are becoming too stringent or taxes and wages too high. A
move by a major corporation can have a devastating impact on a local
growth coalition. Moreover, this ability to move contributes to the
constant competition among rival cities for new capital investments,
creating tensions between growth coalitions as well as between indi-
vidual growth coalitions and the corporate community. The net result
is often a “race to the bottom” as cities offer tax breaks, less environ-
mental regulation, and other benefits to corporations in order to
tempt them to relocate. Ironically, most studies of plant location sug-
gest that environmental laws and local taxes are of minor importance
in corporate decisions concerning the location or relocation of pro-
duction facilities. A union-free environment and low-cost raw materi-
als are the major factors.>®

The most long-standing conflict between the corporate commu-
nity and local growth coalitions concerns the environment, especially
clean air. From as early as the 1890s local growth coalitions in major
cities like Chicago tried to force railroads and manufacturers to con-
trol the air pollution problems that developed due to steam engines
and smokestacks, mounting large campaigns that usually failed in the
face of the corporate community’s superior power. It was not until
Pittsburgh and Los Angeles began to suffer serious blackouts and
smog in the 1940s and 1950s that the growth coalitions were able to
have some success in these battles, leading in California to statewide
organizations and legislation that began to mitigate some of the
worst conditions. These conflicts between the corporate community
and the growth coalitions are especially notable because they laid the
basis for the environmental movement that emerged in the late
1960s, which capitalized on this disagreement within the ownership
class.>!

Local growth coalitions face still another source of potential ten-
sion and conflict: disagreements with neighborhoods about expansion
and development. Neighborhoods are something to be used and en-
joyed in the eyes of those who live in them, but they are often seen as
sites for further development by growth coalitions, who justify new
developments with the doctrine of “the highest and best use for land.”
Thus, neighborhoods often end up fighting against freeways, wider
streets, high-rises, and commercial buildings. This conflict between
use value and exchange value becomes a basic one in most successful
cities, especially when the downtown interests try to expand the cen-
tral business district, often at the expense of established low-income
and minority neighborhoods. Between 1955 and 1975, for example, a
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government program called urban renewal ended up removing hous-
ing from thousands of acres of land so that central business districts,
downtown universities, and convention and sports facilities could be
expanded.’? Because urban renewal often displaced large numbers of
African-Americans who could not readily find housing in white neigh-
borhoods, forcing them into crowded tenements with high rents and
few amenities, this expansionist land-clearing strategy contributed
greatly to inner-city tensions in the following decades.

The success rate of neighborhoods in conflicts with the growth
coalitions is very low. Since the primary focus of residents is on their
everyday lives, they do not often persist in their protests, and seldom
join larger coalitions with other neighborhoods in the city. Moreover,
as explained in Chapter 6, the reorganization of local elections in the
early twentieth century by growth coalition leaders served to mini-
mize the impact of neighborhood politics.

Local growth coalitions are often joined by construction unions
as useful coalition partners in their battles with growth-control ac-
tivists. Despite a general allegiance to the liberal-labor coalition at the
national level, construction unions see their fate tied to the local
growth coalitions in the belief that growth creates jobs. They are
therefore highly visible on the side of the growth coalitions in battles
against neighborhood groups, environmentalists, and university fac-
ulty, staff, and students. Although local growth does not create new
jobs in the economy as a whole, which is a function of corporate and
governmental decisions beyond the province of any single community,
it does determine where the new jobs will be located. Jobs become the
ideal unifying theme for bringing the whole community together be-
hind just about any growth project. (For more details on local power,
including discussions of those cities where the growth coalitions have
suffered setbacks, see www.whorulesamerica.net.)

STRUCTURAL ECONOMIC POWER AND ITS LIMITS

What does all this mean in terms of corporate power? First, none of the
other economic interests studied in this chapter—small farmers, small
businesses, and local growth coalitions—provide the organizational
base for any significant opposition to the corporate community at the
national level. To the degree that the corporate community faces any di-
rect challenges, they come from the union movement and the relatively
small number of liberals and leftists in universities, religious communi-
ties, and literary/artistic communities. Members of this liberal-labor
coalition are often highly visible and vocal through their writing and
media appearances, giving an initial impression of considerable
strength. This image is reinforced by repeated ultraconservative claims
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in the media about the great power of liberals. Whether this image is
accurate or not is discussed at different points in later chapters.

The economic power exercised by corporate leaders through
their companies is considerable. For example, they can invest their
money when and where they choose. If they feel threatened by new
laws or labor iinions, they can move or close their factories and of-
fices. Unless restrained by union contracts, which now cover only 7.9
percent of employees in the private sector, they can hire, promote, and
replace workers as they see fit, often laying off employees on a mo-
ment’s notice. These economic powers give them a direct influence
over the great majority of Americans, who are dependent upon wages
and salaries for their incomes, and therefore often hesitant to chal-
lenge corporations directly. Economic power also gives the corporate
community indirect influence over elected and appointed officials be-
cause the growth and stability of a city, state, or the country as a whole
can be jeopardized by a lack of business confidence in government.

In short, the sheer economic power of the corporate community
can influence government without any effort on the part of corporate
leaders. Because business people have the legal right to spend their
money when and as they wish, and government officials dare not try to
take over the function of investing funds to create jobs, the govern-
ment has to cater to business. If government officials do not give cor-
porate leaders what they want, there are likely to be economic
difficulties that would lead people to desire new political leadership.
Since most government officials do not want to lose their positions,
they do what is necessary to satisfy business leaders and maintain a
healthy economy.??

In this manner, private control over the investment function pro-
vides leaders within the corporate community with a structural power
that is independent of any attempts by them to influence government
officials directly. While such power is very great, it is not sufficient in
and of itself to allow the corporate community to dominate govern-
ment, especially in times of economic or political crisis. First, it does
not preclude the possibility that government officials might turn to
nonbusiness comnstituencies to support new economic arrangements.
Contrary to claims by conservative economists, there is no necessary
relationship between private ownership and markets.>® Improbable
though it may seem to most readers, it would be possible for govern-
ment to create firms to compete in the market system and thereby re-
vive a depressed economy, or to hire unemployed workers in order to
increase their ability to spend. In fact, the liberal-labor cealition
mounted a legislative effort of roughly this sort shortly after World
War I, only to be defeated in Congress by the conservative voting bloc
made up of Southern Democrats and Northern Republicans.>>
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Second, structural power does not guarantee that employees will
accept an ongoing economic depression without taking over factories
or destroying private property. In such situations, however rare, the
corporate leaders need government to protect their private property.
They have to be able to call on the government to keep unauthorized
persons from entering and using their factories and equipment. In
short, structural economic power primarily concerns the relationship
between the corporate community and government officials. It is not
always able to contain the volatile power conflict between owners and
workers that is built into the economy. In fact, such violent confronta-
tions have occurred from time to time in American history, such as in
1877 when a wage cut for railroad workers triggered a strike wave that
spread from railroads to mines to factories, leaving over 100 people
dead, mostly at the hands of 3,000 federal troops who moved from city
to city via train trying to quell the disturbances. Twenty people died in
Pittsburgh alone, where angry mobs retaliated by looting and burning
39 buildings, 104 locomotives, 46 passenger cars, and 1,200 freight
cars owned by the Pennsylvania Railroad. The deaths and property de-
struction were not as extensive during the Great Depression, but four-
teen people were killed in the textile strikes in New England and the
South in September 1934, and there were 477 sit-down strikes in 1937
in demand of union recognition. Events such as these are not soon for-
gotten within the corporate community.>®

From the pespective of organizational theory, there is uncertainty
in the relationship between the corporate community and government
because there is no guarantee that the underlying population and gov-
ernment officials will accept the viewpoint of corporate owners under
all economic circumstances. This makes it risky for corporate officials
to refuse to invest or to remain passive in an economic depression.
Leaders within the corporate community thus feel a need to have di-
rect influence on both the public at large and government officials.
They have developed a number of ways to realize those objectives. As a
top corporate leader replied when told that his company probably had
enough structural economic power to dispense with its efforts to influ-
ence elected officials: “I'm not sure, but I'm not willing to find out.”>’

To fully explain how the owners and top-level managers are able
to organize themselves in an effort to create new policies, shape public
opinion, elect politicians they trust, and influence government offi-
cials, it is first necessary to examine the relationship between the cor-
porate community and the social upper class.
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The Corporate Community
and the Upper Class

This chapter demonstrates that the corporate community and the
upper class are closely intertwined. They are not quite two sides of the
same coin, but almost. Such a demonstration is important for three
reasons. First, it refutes the widely accepted idea that there has been a
separation between corporate ownership and control in the United
States. According to this view, there is on the one hand a wealthy but
powerless upper class that is more or less window dressing, consisting
of playboys and fashion plates, and on the other a “managerial class”
that has power independent of wealthy owners by virtue of its role in
running corporations. Due to this division between high-society own-
ers and well-trained independent managers, the argument continues,
there is no longer a dominant social class whose general interest in
profits transcends the fate of any one corporation or business sector.
Instead, corporate managers are reduced to an “interest group,” albeit
a very potent one.

Contrary to this view, the evidence in this chapter shows that
(1) many super-wealthy stockholding families in the upper class
continue to be involved in the direction of major corporations through
family offices, investment partnerships, and holding companies;
(2) members of the upper class are disproportionately represented on
the boards of large corporations, which is evidence for upper-class
power on the “who governs?” indicator; and (3) the professional man-
agers of middle-level origins are assimilated into the upper class both
socially and economically, and share the values of upper-class owners.

49
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Evidence for the intertwining of the corporate community and
the upper class is important for a second reason in building the case
for the class-dominance perspective: Research shows that the most so-
cially cohesive groups are the ones that do best in arriving at consen-
sus when dealing with a problem. The members are proud of their
identification with the group, and come to trust each other through
their friendly interactions, so they are more likely to listen to each
other and seek common ground. As a classic study of the upper class
in New York in the 1930s concluded: “The elaborate private life of the
plutocracy serves in considerable measure to separate them out in
their own consciousness as a superior, more refined element.”!

Social cohesion develops through the two types of relationships
found in a membership network: common membership in specific so-
cial institutions and friendships based on social interactions within
those institutions. Research on small groups in laboratory settings by
social psychologists suggests that social cohesion is greatest when
(1) the social groups are seen to be exclusive and of high status; and
(2) when the interactions take place in relaxed and informal settings.?
This chapter shows that many of the social institutions of the upper
class fit these specifications very well. From the viewpoint of social
psychology, the people who make up the upper class can be seen as
members of numerous small groups that meet at private schools, so-
cial clubs, retreats, resorts, and social gatherings.

Finally, the fact that the corporate community in closely linked to
the upper class makes it possible to convert economic power into so-
cial power, which operates by creating respect, envy, and deference in
others, making them more likely to accept what members of the upper
class tell them. Although the more extravagant social activities of the
upper class—the expensive parties, the jet-setting to spas and vacation
spots all over the world, the involvement with exotic entertainers—
may seem like superfluous trivialities, these activities can play a role
in reinforcing the class hierarchy. They make clear that there is a gulf
between members of the upper class and ordinary citizens, reminding
everyone of the hierarchical nature of the society. They reinforce the
point that there are great rewards for business success, helping to stir
up the personal envy that can be a goad to competitive striving. For
example, in a pamphlet meant for students as part of an “economic lit-
eracy” initiative, the Federal Reserve Board in Minneapolis specifically
wrote that large income differentials in the United States have “possi-
ble external benefits” because they provide “incentives for those who
are at low- to middle-income levels to work hard, attain more educa-
tion and advance to better-paying jobs.”3

So, to the degree that the rest of the population tries to emulate
the upper class or defers to it, economic power has been transformed
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into social power, perhaps mitigating any inclination on the part of
working people to enter into class conflict. As this chapter shows, such
social power is often exercised by women of the upper class.

PREPPING FOR POWER

From infancy through young adulthood, members of the upper class
receive a distinctive education. This education begins early in life in
preschools that sometimes are attached to a neighborhood church of
high social status. Schooling continues during the elementary years at
a local private school called a day school. The adolescent years may see
the student remain at day school, but there is a strong chance that at
least one or two years will be spent away from home at a boarding
school in a quiet rural setting. Higher education is obtained at one of a
small number of prestigious private universities. Although some upper-
class children may attend public high school if they live in a secluded
suburban setting, or go to a state university if there is one of great es-
teem and tradition in their home state, the system of formal schooling
is so insulated that many upper-class students never see the inside of a
public school in all their years of education. This separate educational
system is important evidence for the distinctiveness of the mentality
and lifestyle that exists within the upper class, because schools play a
large role in transmitting the class structure to their students.

The linchpins in the upper-class educational system are the
dozens of boarding schools developed in the last half of the nineteenth
and the early part of the twentieth centuries, coincident with the rise
of a nationwide upper class whose members desired to insulate them-
selves from an inner city that was becoming populated by lower-class
immigrants. They become surrogate families that play a major role in
creating an upper-class subculture on a national scale in America.*
The role of boarding schools in providing connections to other upper-
class social institutions is also important. As one informant explained
to a sociologist doing an interview study of upper-class women:
“Where I went to boarding school, there were girls from all over the
country, so I know people from all over. It’s helpful when you move to
a new city and want to get invited into the local social club.”>

It is within these several hundred schools that a unique style of
life is inculcated through such traditions as the initiatory hazing of be-
ginning students, the wearing of school blazers or ties, and participa-
tion in esoteric sports such as lacrosse, squash, and crew. Even a
different language is adopted to distinguish these schools from public
schools. The principal is a headmaster or rector, the teachers are
sometimes called masters, and the students are in forms, not grades.
Great emphasis is placed upon the building of character. The role of
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the school in preparing the future leaders of America is emphasized
through the speeches of the headmaster and the frequent mention of
successful alumni.

Thus, boarding schools are in many ways the kind of highly ef-
fective socializing agent called rofal institutions, isolating their mem-
bers from the outside world and providing them with a set of routines
and traditions that encompass most of their waking hours. The end re-
sult is a feeling of separateness and superiority that comes from hav-
ing survived a rigorous education. According to one retired corporate
executive:

At school we were made to feel somewhat better (than other people)
because of our class. That existed, and I've always disliked it
intensely. Unfortunately, I'm afraid some of these things rub off

on one.®

Virtually all graduates of private secondary schools go on to col-
lege, and most do so at prestigious universities. Graduates of the New
England boarding schools, for example, historically found themselves
at three or four large Ivy League universities: Harvard, Yale, Prince-
ton, and Columbia. However, that situation changed somewhat after
World War II as the universities grew and provided more scholarships.
An analysis of admission patterns for graduates of 14 prestigious
boarding schools between 1953 and 1967 demonstrated this shift by
showing that the percentage of their graduates attending Harvard,
Yale, or Princeton gradually declined over those years from 52 to 25
percent. Information on the same 14 schools for the years 1969 to
1979 showed that the figure had bottomed out at 13 percent in 1973,
1975, and 1979.7 Since that time, private schools have more than held
their own in sending their graduates to Harvard, Yale, and Princeton,
as revealed by an enterprising journalist who ferreted out the 100 high
schools that sent the highest percentage of their students to one of
those three universities from 1998 through 2001. He found that 94 of
the 100 were private schools, with 10 that sent more than 15 percent
of their students to Harvard, Yale, or Princeton.® The difference from
the past is that more of them are day schools and are located in New
York City. Table 3.1 presents information on these top 10 schools.

Graduates of private schools outside of New England most fre-
quently attend a prominent state university in their area, but a signifi-
cant minority go to eastern Ivy League and top private universities in
other parts of the country. For example, the Cate School, a boarding
school near Santa Barbara, California, is modeled after its New En-
gland counterparts and draws most of its students from California and
other western states. In the four years between 1993 and 1996, 35 per-
cent of the 245 graduates went to one of fifteen prestigious Ivy League
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Table 3.1 The 10 Private High Schools That Sent the Highest Percentage
of Their Graduates to Harvard, Yale, or Princeton, 1998-2001

Avg. Grad.
School Type Location HYP %! Tuition Class Size
Roxbury boys West Roxbury,  21.1 $14,000 50
Latin School MA
Brearley girls  New York, NY 20.9 $22,850 44
School
Collegiate boys New York, NY 20.0 $22,300 53
School
Groton School coed Groton, MA 17.9 $24,115 84
Dalton School coed New York, NY 17.6 $23,200 110
Spence School girls New York, NY 17.2 $20,700 42
Horace Mann coed Bronx, NY 16.8 $22,980 158
School
Winsor School  girls Boston, MA 16.7 $22,600 54
Milton coed Milton, MA 15.8 $22,950 172
Academy
Phillips coed Andover, MA 15.7 $22,160 266
Andover

UHYP percent is the percentage of students who went to Harvard, Yale, or Princeton.
Source: Compiled from Worth Magazine, September 2002.

schools, with Middlebury (12), Harvard (10), and Brown (7) topping
the list. The other leading destinations for Cate graduates were the Uni-
versity of California (27), Stanford (9), University of Colorado (9),
Georgetown (8), Duke (7), Vanderbilt (6), and University of Chicago (5).
Or, to take another example, St. John's in Houston is a lavishly endowed
day school built in the Gothic architecture typical of many universities.
From 1992 through 1996, 22 percent of its 585 graduates went to the fif-
teen Ivy League schools used in the Cate analysis, with Princeton (27),
the University of Pennsylvania (15), Cornell (13), Harvard (12), and
Yale (12) the most frequent destinations. As might be expected, 105
graduates went to the University of Texas (18 percent), but Rice (49),
Vanderbilt (33), and Stanford (15) were high on the list. Few graduates
of either Cate or St. John's went to less prestigious state schools.?

Most private school graduates pursue careers in business, fi-
nance, or corporate law, which is the first evidence for the inter-
twining of the upper class and the corporate community. Their
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business-oriented preoccupations are demonstrated in the greatest de-
tail in a study of all those who graduated from Hotchkiss between
1940 and 1950. Using the school’s alumni files, the researcher followed
the careers of 228 graduates from their date of graduation until 1970.
Fifty-six percent of the sample are either bankers or business execu-
tives, with 80 of the 91 businessmen serving as president, vice
president, or partner in their firms. Another 10 percent of the sample
are lawyers, mostly as partners in large firms closely affiliated with the
corporate community. 0

The involvement of private school graduates on boards of direc-
tors is demonstrated in a study for this book of all alumni over the age
of 45 from one of the most prestigious eastern boarding schools, St.
Paul’s. Using Poor’s Register of Corporations, Directors and Executives,
and Who's Who in America, it shows that 303 of these several thousand
men are serving as officers or directors in corporations in general, and
that 102 are directors of 97 corporations in the Fortune 800. Their in-
volvement is especially great in the financial sector. Most striking of
all, 21 graduates of St. Paul’s are either officers or directors at J. P.
Morgan Bank, which for a time was one of the five largest banks in the
country until it merged with Chase Manhattan Bank in late 2000. This
finding suggests that the alumni of particular schools may tend to
cluster at specific banks or corporations.

With the help of donations to feeder programs by wealthy indi-
viduals and corporations, private schools have become a major educa-
tional launching pad for Africah-American students who graduate
from elite universities and go to work in the corporate world. The old-
est of these programs, A Better Chance, founded in the 1960s in re-
sponse to the upheavals of the Civil Rights Movement, has graduated
over 11,000 students. As of 2004, it had 1,600 students enrolled in 714
boarding schools and 699 independent day schools. The Prep for Prep
program in New York City, and the Steppingstone Foundation in
Boston and Philadelphia, both of more recent vintage, have developed
programs that identify high-achieving children of color in grade
school and help prepare them for private schools with after-school,
weekend, and summer instruction. Of the 609 Prep for Prep graduates
in college in 2001, 113 were at Wesleyan, 96 at Harvard, 91 at Yale, 80
at Penn, 79 at Columbia, and 63 at Brown.!!

SOCIAL CLUBS

Private social clubs are a major point of orientation in the lives of
upper-class adults. These clubs also have a role in differentiatirig
members of the upper class from other members of society. The clubs
of the upper class are many and varied, ranging from family-oriented
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country clubs and downtown men’s and women’s clubs to highly spe-
cialized clubs for yachtsmen, sportsmen, gardening enthusiasts, and
fox hunters. Downtown men's clubs originally were places for having
lunch and dinner, and occasionally for attending an evening perfor-
mance or a weekend party. As upper-class families deserted the city for
large suburban estates, a new kind of club, the country club, gradually
took over some of these functions. The downtown club became almost
entirely a luncheon club, a site to hold meetings, or a place to relax on
a free afternoon. The country club, by contrast, became a haven for all
members of the family. It offered social and sporting activities ranging
from dances, parties, and banquets to golf, swimming, and tennis.
Special group dinners were often arranged for all members on Thurs-
day night, the traditional maid’s night off across the United States.

Initiation fees, annual dues, and expenses vary from a few thou-
sand dollars in downtown clubs to tens of thousands of dollars in
some country clubs, but money is not the primary barrier in gaining
membership to a club. Each club has a very rigorous screening
process before accepting new members. Most require nomination by
one or more active members, letters of recommendation from three
to six members, and interviews with at least some members of the
membership committee. Negative votes by two or three members of
what is typically a 10- to 20-person committee often are enough to
deny admission to the candidate. The carefulness with which new
members are selected extends to a guarding of club membership lists,
which are usually available only to club members. Research on clubs
therefore has to be based on out-of-date membership lists that have
been given to historical libraries by members or their surviving
spouses.

Men and women of the upper class often belong to clubs in sev-
eral cities, creating a nationwide pattern of overlapping memberships.
These overlaps provide evidence for social cohesion within the upper
class. An indication of the nature and extent of this overlapping is re-
vealed in a study of membership lists for 20 clubs in several major
cities across the country, including the Links in New York, the
Duquesne in Pittsburgh, the Chicago in Chicago, the Pacific Union in
San Francisco, and the California in Los Angeles. There is sufficient
overlap among 18 of the 20 clubs to form three regional groupings and
a fourth group that provides a bridge between the two largest regional
groups. The several dozen men who are in three or more of the clubs,
most of them very wealthy people who also sit on several corporate
boards, are especially important in creating the overall pattern.!?

The overlap of this club network with corporate boards of direc-
tors provides important evidence for the intertwining of the upper
class and corporate community. In one study, the club memberships of
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the chairpersons and outside directors of the 20 largest industrial cor-
porations were counted. The overlaps with upper-class clubs in gen-
eral are ubiquitous, but the concentration of directors in a few clubs is
especially notable. At least one director from 12 of the 20 corporations
is a member of the Links Club, which is the New York meeting
grounds of the national corporate establishment. Seven of General
Electric’s directors are members, as are four from Chrysler, four from
Westinghouse, and three from IBM. In addition to the Links, several
other clubs have directors from four or more corporations. Another
study, using membership lists from 11 prestigious clubs in different
parts of the country, confirms and extends these findings. A majority
of the top 25 corporations in every major sector of the economy have
directors in at least one of these clubs, and several have many more.
For example, all of the 25 largest industrials have one or more direc-
tors in these 11 clubs. The Links-in New York, with 79 connections to
21 industrial corporations, has the most.!3

The Bohemian Grove as a Microcosm

One of the most central clubs in the club network, the Bohemian Club
of San Francisco, is also the most unusual and widely known club of
the upper class. Its annual two-week retreat in its 2,700-acre Bo-
hemian Grove, 75 miles north of San Francisco, brings together mem-
bers of the upper class, corporate leaders, celebrities, and government
officials for relaxation and entertainment. They are joined by several
hundred middle-class associate members, who pay lower dues in ex-
change for producing plays, skits, artwork, and other forms of en-
tertainment. There are also 50 to 100 professors and university
administrators, most of them from Stanford University and campuses
of the University of California. This encampment provides the best
possible insight into the role of clubs in uniting the corporate commu-
nity and the upper class. It is a microcosm of the world of the upper
class.

The pristine forest setting called the Bohemian Grove was pur-
chased by the club in the 1890s after twenty years of holding the re-
treat in rented quarters. Bohemians and their guests number
anywhere from 1,500 to 2,500 for the three weekends in the encamp-
ment, which is always held during the last two weeks in July. However,
there may be as few as 400 men in residence in the middle of the week
because most return to their homes and jobs after the weekends. Dur-
ing their stay the campers are treated to plays, symphonies, concerts,
lectures, and commentaries by entertainers, scholars, corporate exec-
utives, and government officials. They also trapshoot, canoe, swim,
drop by the Grove art gallery, and take guided tours into the outer
fringe of the mountain forest. But a stay at the Bohemian Grove is
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mostly a time for relaxation and drinking in the modest lodges,
bunkhouses, and even teepees that fit unobtrusively into the landscape
along the two or three dirt roads that join the few developed acres
within the Grove. It is like a sumimer camp for corporate leaders and
their entertainers.

The men gather in little camps of from 10 to 30 members during
their stay, although the camps for associate members are often larger.
Each of the approximately 120 camps has its own pet name, such as
Sons of Toil, Cave Man, Mandalay, Toyland, Owl’s Nest, Hill Billies,
and Parsonage. Some camps are noted for special drinking parties,
brunches, or luncheons to which they invite members from other
camps. The camps are a fraternity system within the larger fraternity.

There are many traditional events during the encampment, in-
cluding plays called the High Jinx and the Low Jinx. The most memo-
rable event, however, is an elaborate ceremonial ritual called the
Cremation of Care, which is held the first Saturday night. It takes
place at the base of a 40-foot owl shrine, constructed out of poured
‘concrete and made even more resplendent by the mottled forest
mosses that cover much of it. According to the club’s librarian, who is
also a historian at a large university, the event “incorporates druidical
ceremonies, elements of medieval Christian liturgy, sequences directly
inspired by the Book of Common Prayer, traces of Shakespearean
drama and the 17th century masque, and late nineteenth century
American lodge rites.”1* Bohemians are proud that the ceremony has
been carried out for 134 consecutive years as of 2006.

The opening ceremony is called the Cremation of Care because it
involves the burning of an effigy named Dull Care, who symbolizes the
burdens and responsibilities that these busy Bohemians now wish to
shed ternporarily. More than 250 Bohemians take part in the ceremony
as priests, elders, boatmen, and woodland voices. After many flowery
speeches and a long conversation with Dull Care, the high priest lights
the fire with the flame from the Lamp of Fellowship, located on the
Altar of Bohemia at the base of the shrine. The ceremony, which has
the same initiatory functions as those of any fraternal or tribal group,
ends with fireworks, shouting, and the playing of “There’ll Be a Hot
Time in the Old Town Tonight.” And thus the attempt to create a sense
of cohesion and in-group solidarity among the assembled is complete.
(A photo essay on this ceremony, and on the Bohemian Grove in gen-
eral, can be found at www.whorulesamerica.net.)

The retreat sometimes provides an occasion for more than fun and
merriment. Although business is rarely discussed, except in an informal
way in groups of two or three, the retreat provides members with an op-
portunity to introduce their friends to politicians and hear formal noon-
time speeches from political candidates.
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Every Republican president since the early twentieth century has
been a member or guest at the Grove, with Herbert Hoover, Richard
Nixon, Gerald Ford, Ronald Reagan, and George H. W. Bush as mem-
bers. Hoover was sitting in the Grove in the summer of 1927 when
Calvin Coolidge announced from Washington that he would not run
again, and soon dozens of Hoover’s club mates dropped by his camp to
urge him to run and offer their support. Future president Dwight D.
Eisenhower made his first prenomination political speech at the
Grove in 1951, which was positively received by the previously skepti-
cal West Coast elites around Hoover, including Nixon, who was soon
to become Ike’s running mate. Nixon himself wrote in his memoirs
that he made his most important speech on the way to the presidency
at the Grove in 1967, calling it “the speech that gave me the most
pleasure and satisfaction of my political career,” and one that “in
many ways marked the first milestone on my road to the Presidency”
because it was “an unparalleled opportunity to reach some of the most
important and influential men, not just from California, but from
across the country.”!> During that same week he and Reagan had a
chat in which Reagan agreed he would not challenge Nixon in the
early Republican primaries, coming into the fray only if Nixon fal-
tered. More recently, George H. W. Bush used a Lakeside Talk in 1995
to extol the virtues of his son George W. as a potential future presi-
dent, and according to a book on the Bush family by Schweizer and
Schweizer, in 1999 he brought George W. to the Grove to meet more of
his friends:

In early August, father took son to a private gathering at the secre-
tive and exclusive Bohemian Grove in California. George H. W.
Bush had gone to a meeting there prior to his run, in 1979. He fig-
ured it would also benefit George W. to meet his circle of friends
there, including corporate heads. The former president was a mem-
ber of Hill Billies camp, which included William F. Buckley and
Donald Rumsfeld as members.1%

Two separate studies demonstrate the way in which this one club
intertwines the upper class with the entire corporate community. In
1970, according to the first study, 29 percent of the top 800 corpora-
tions had at least one officer or director at the Bohemian Grove festiv-
ities; in 1980 the figure was 30 percent. As might be expected, the
overlap was especially great among the largest corporations, with 23
of the top 25 industrials represented in 1970, 15 of 25 in 1980. Twenty
of the 25 largest banks had at least one officer or director in atten-
dance in both 1970 and 1980. Other business sectors had somewhat
less representation.!?
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Table 3.2 Corporations with Three or More Directors Who Were
Members of the Bohemian Club in 1991

Corporation Number of Directors
in Bohemian Club

~J

Bank of America

Pacific Gas and Electric
AT&T

Pacific Enterprises

First Interstate Bank
McKesson Corporation
Carter-Hawley-Hale Stores
Ford Motor

FMC

Safeco Insurance

Potlatch Industries

Pope and Talbot

General Motors

SBC (formerly Pacific Bell)

W W W W W wwwhkpbH b pbw

Source: Peter Phillips, “A Relative Advantage: Sociology of the San Francisco
Bohemian Club,” Ph.D. Dissertation, University of California, Davis, 1994, p. 77.

An even more intensive study, which included participant-
observation and interviews, along with a membership network analy-
.8is, extends the sociological understanding of the Bohemian Grove into
the . 1990s. Using a list of 1,144 corporations, well beyond the 800 used
in the studies for 1970 and 1980, the study found that 24 percent of
these companies had at least one director who was a member or guest
in 1991. For the top 100 corporations outside of California, the figure
was 42 percent.!® The companies with three or more directors who
were members of the Bohemian Club in 1991 are listed in Table 3.2.

As the case of the Bohemian Grove and its theatrical perfor-
mances rather dramatically illustrates, clubs seem to have the same
function within the upper class that the brotherhood has in tribal so-
cieties. With their restrictive membership policies, initiatory rituals,
and great emphasis on tradition, clubs carry on the heritage of primi-
tive secret societies. They create an attitude of prideful exclusiveness
within their members that contributes greatly to an in-group feeling
and a sense of fraternity within the upper class.
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In concluding this discussion of the Bohemian Club and its re-
treat as one small example of the intersection of the upper class and
corporate community, it needs to be stressed that the Bohemian Grove
is not a place of power. No conspiracies are hatched there, nor any-
where else, for that matter. Instead, it is a place where people of power
relax, make new acquaintances, and enjoy themselves. It is primarily a
place of social bonding and the passing on of general values:

The clubs are a repository of the values held by the upper-level pres-
tige groups in the community.and are a means by which these val-
ues are transferred to the business environment. The clubs are
places in which the beliefs, problems, and values of the industrial
organization are discussed and related to the other elements in the
larger community. Clubs, therefore, are not only effective vehicles
of informal communication, but also valuable centers where views
are presented, ideas are modified, and new ideas emerge. Those in
the interview sample were appreciative of this asset; in addition,
they considered the club as a valuable place to combine social and
business contacts.!?

THE FEMININE HALF OF THE UPPER CLASS

During the late nineteenth and early twentieth centuries, women of
the upper class carved out their own distinct roles within the context
of male domination in business, finance, and law. They went to sepa-
rate private schools, founded their own social clubs, and belonged to
their own voluntary associations. As young women and party goers,
they set the fashions for society. As older women and activists, they
took charge of the nonprofit welfare and cultural institutions of the so-
ciety, serving as fund-raisers, philanthropists, and directors in a man-
ner parallel to their male counterparts in business and politics. To
prepare themselves for their leadership roles, they created the Junior
League in 1901 to provide internships, role models, mutual support,
and training in the management of meetings.

Due to the general social changes that began in the 1960s, and in
particular the revival of the feminist movement, the socialization of
wealthy young women has changed somewhat in recent decades. Most
private schools are now coeducational. Their women graduates are
encouraged to go to major four-year colleges rather than finishing
schools. Women of the upper class are more likely to have careers;
there are already two or three examples of women who have risen to
the top of their family’s business. They are also more likely to serve on
corporate boards. Still, due to the emphasis on tradition, there may be
even less gender equality in the upper class than there is in the profes-
sional stratum.
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The most informative and intimate look at the adult lives of tra-
ditional upper-class women is provided in four different interview-
and-observation studies, one on the East Coast, one in the Midwest,
one in the Southwest, and one on the West Coast.2% They reveal the
women to be people of both power and subservience, taking decision-
making roles in numerous cultural and civic organizations but also
accepting traditional roles at home vis-a-vis their husbands and chil-
dren. By asking the women to describe a typical day and to explain
which activities are most important to them, these sociologists found
that the role of community volunteer is a central preoccupation of
upper-class women. It has significance as a family tradition and as an
opportunity to fulfill an obligation to the community. One elderly
woman involved for several decades in both the arts and human ser-
vices said: “If you're privileged, you have a certain responsibility. This
was part of my upbringing; it's a tradition, a pattern of life that my
brothers and sisters [follow] too.”?!

The volunteer role is institutionalized in the training programs
and activities of a variety of service organizations. This is especially the
case with the Junior League, which is meant for women between 20
and 40 years of age, including some upwardly mobile professional
women. “Voluntarism is crucial and the Junior League is the quintes-
sence of volunteer work,” explained one woman. “Everything the
League does improves the situation but doesn'’t rock the boat. It fits into
existing institutions.”?2 Quite unexpectedly, many of the women serving
as volunteers, fund-raisers, and board members for charitable and civic
organizations said they view their work as a protection of the American
way of life against the further encroachment of government into areas
of social welfare. Some even see themselves as bulwarks against social-
ism. “There must always be people to do volunteer work,” one com-
mented. “If you have a society where no one is willing, then you may as
well have communism, where it’s all done by the government.” Another
stated: “It would mean that the government would take over, and it
would all be regimented. If there are no volunteers, we would live in a
completely managed society which is quite the opposite to our history
of freedom.” Another equated govermment support with socialism:
“You'd have to go into government funds. That’s socialism. The more
we can keep independent and under private control, the better it is.”?3

Despite this emphasis on volunteer work, the women place high
value on family life. They arrange their schedules to be home when
children come home from school, and they stress that their primary
concern is to provide a good home for their husbands. Several of them
want to have greater decision-making power over their inherited
wealth, but almost all of them want to be in the traditional roles of
wife and mother, at least until their children are grown.
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In recent years, thanks to the pressures on corporations from the
feminist movement, upper-class women have expanded their roles to
include corporate directorships, thereby providing another link be-
tween the upper class and the corporate community. One study of
women in the corporate community reports that 26 percent of all
women directors have upper-class backgrounds, which is very similar
to overall findings for samples of predominantly male directors. The
figure is even higher, 70 percent, for the 20 percent of directors who
describe themselves as having been volunteers before joining cor-
porate boards. Many of these women say their contacts with male cor-
porate leaders on the boards of women’s colleges and cultural
organizations led to their selection as corporate directors.?*

Women of the upper class are in a paradoxical position. They are
subordinate to male members of their class, but they nonetheless exer-
cise important social power in some institutional arenas. They may
not be fully satisfied with their ambiguous power status, but they do
bring an upper-class, antigovernment perspective to their exercise of
power. There is thus class solidarity between men and women toward
the rest of society. Commenting on the complex role of upperclass
women, a feminist scholar draws the following stark picture:

First they must do to class what gender has done to their work—
render it invisible. Next, they must maintain the same class struc-
ture they have struggled to veil.2>

DROPOUTS, FAILURES, AND CHANGE AGENTS

Not all men and women of the upper class fit the usual molds. A few
are dropouts, jet-setters, failures, or even critics of the upper class. Ex-
cept for a few long-standing exceptions, however, the evidence also
suggests that many of the young jet-setters and dropouts return to
more familiar pathways. Numerous anecdotal examples show that
some members of the upper class even lead lives of failure, despite all
the opportunities available to them. Although members of the upper
class are trained for leadership and given every opportunity to develop
feelings of self-confidence, there are some who fail in school, become
involved with drugs and alcohol, or become mentally disturbed. Once
again, however, this cannot be seen as evidence for a Jack of cohesion
in the upper class, for there are bound to be some problems for indi-
viduals in any group.

There are even a few members of the upper class who abandon
its institutions and values to become part of the liberal-labor coalition
or leftists. They participate actively in liberal or leftist causes as well
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as lend financial support. Several liberal and socialist magazines of
the past and present have been supported by such people, including
The Nation and Mother Jones. Some of the most visible recent exam-
ples of this tendency work through a national network of fifteen
change-oriented foundations called the Funding Exchange. These
foundations gave away over $50 million from the time they were
founded in the 1970s to the 1990s. They receive money from wealthy
individuals and then donate it to feminist, environmentalist, low-
income, and minority-group activists. They also set up discussion
groups for college-age members of the upper class who are working
through issues relating to their class backgrounds and thinking about
providing money for liberal causes. In the case of the Haymarket
Foundation, the committee that makes the donations (about $400,000
per year) is composed primarily of activists from groups that have
been supported by the foundation. This approach provides a way to
overcome the usual power relations between donors and recipients.2%

CONTINUITY AND UPWARD MOBILITY

Americans always have believed that anyone can rise from rags to riches
if they try hard enough, but in fact a rise from the bottom to the top is
very rare and often a matter of luck—Dbeing at the right place at the right
time. In the late nineteenth century, a wealthy upper-class Bostonian
with a Harvard education, Horatio Alger, became a best-selling author
by writing short fictional books on young boys who had gone from pen-
niless adversity to great wealth. In real life, the commentators of his day
pointed to three or four prominent examples. Subsequent research
showed that most of the business leaders of that era did not fit the Hor-
atio Alger myth. As one historian put it, Horatio Alger stories appeared
more frequently in magazines and textbooks than they did in reality.2’

Since 1982, the Horatio Alger story line has been taken up by
Forbes, a business magazine that publishes an annual list of the al-
legedly 400 richest Americans. “Forget old money,” says the article
that introduces the 1996 list. “Forget silver spoons. Great fortunes are
being created almost monthly in the U.S. today by young entrepre-
neurs who hadn’t a dime when we created this list 14 years ago.”?8 But
the Horatio Alger story is no less rare today than it was in the 1890s. A
study of all those on the Forbes lists for 1995 and 1996 showed that at
least 56 percent of them came from millionaire families and that an-
other 14 percent came from the top 10 percent of the income ladder.??
These figures are probably an underestimate because it is difficult to
obtain accurate information on family origins from those who want to
obscure their pasts. Even those in the upwardly mobile 30 percent
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often have excellent educations or other advantages. As for the immi-
grants on the Forbes list, they too sometimes come from wealthy fam-
ilies; contrary to the stereotype, not all immigrants to the United
States arrive poor, at least not anyrnore.e'0

To take one example, consider the social background of Wayne
Huizenga, owner of the professional football and hockey teams in
Miami, estimated to be worth $1.4 billion in 1996 through the creation
of, first, Waste Management Company, and then Blockbuster Video.
Huizenga is often depicted as starting out as a mere garbage collector.
As Current Biography puts it: “The hero of a real-life Horatio Alger
story, in his early twenties, Huizenga worked as a garbage-truck
driver.”3! But he was born in a Chicago suburb, graduated from a
private high school, and had a grandfather who owned a garbage-
collection business in Chicago. His father was a real estate investor.
True, Huizenga did start his own garbage company in southern
Florida after not showing much aptitude for college, but he also
merged it with companies in Chicago that were successors to his
grandfather’s firm, one of which was headed by a cousin by marriage.
This is enterprising behavior, but it is not a Horatio Alger saga.

Forbes also talks about several people on its list as “college drop-
outs,” but people who leave a prestigious institution like Harvard or
Stanford to pursue a new opportunity where timing is everything
hardly fit the image of a “college dropout.” For example, Bill Gates, the
richest person in the United States, is often described as a college
dropout because he left Harvard early to found Microsoft before
someone beat him to what was the next logical step in the marketing
of computer software. However, he is also the son of a prominent cor-
porate lawyer in Seattle and a graduate of the top private school in
that city, and he did go to Harvard.

According to research studies, most upward social mobility in
the United States involves relatively small changes for those above the
lowest 20 percent and below the top 5 percent. The grandfather is a
blue-collar worker, the father has a good white-collar job based on a
B.A. degree, and one or two of the father’s children are lawyers or
physicians, but most of the father’s grandchildren are back to being
white-collar workers and middle-leve] executives. Upward social mo-
bility of this type may be even less {requent for nonwhites. In addition,
the best recent studies suggest that upward social mobility may be de-
clining in recent years.32

As the findings on the rarity of great upward mobility suggest,
the continuity of the upper class from generation to generation is very
great. This finding conflicts with the oft-repeated folk wisdom that
there is a large turnover at the top of the American social ladder. Once
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in the upper class, families tend to stay there even as they are joined in
each generation by new families and by middle-class brides and
grooms who marry into their families. One study demonstrating this
point began with a list of twelve families who were among the top
wealth-holders in Detroit for 1860, 1892, and 1902. After documenting
their high social standing as well as their wealth, it traced their
Detroit-based descendants into the late twentieth century. Nine of the
twelve families still have members in the Detroit upper class; mem-
bers from six families are directors of top corporations in the city. The
study casts light on some of the reasons why the continuity is not even
greater. One of the top wealth-holders of 1860 had only one child, who
in turn had no children. Another family persisted into a fourth gener-
ation of four great-granddaughters, all of whom married outside of
Detroit.?

A study of listings in the Social Register for 1940, 1977, and 1995
reveals the continuing presence of families descended from the largest
fortunes of the nineteenth and early twentieth centuries. Using a list of
87 families from one history of great American fortunes and 66 families
from another such book, it was discovered that 92 percent of the fami-
lies in the first book were still represented in 1977, with the figure falling
only to 87 percent in 1995. In similar fashion, 88 percent of the families
in the second book were represented in 1977 and 83 percent in 1995.
Over half of these families signaled their connection to the founder of
thie fortune by putting “the 4th,” “the 5th,” or “the 6th” after their names.
Almost half were given the last name of their wealthy mothers as their
first name, once again demonstrating the concern with continuity.34

The American upper class, then, is a mixture of old and new
members. There is both continuity and social mobility, with the newer
members being assimilated into the lifestyle of the class through par-
ticipation in the schools, clubs, and other social institutions described
-earlier in this chapter. There may be some tensions between those
newly arrived and those of established status, as novelists and journal-

-ists love to point out, but what they have in common soon outweighs
their differences.

THE UPPER CLASS AND CORPORATE CONTROL

So far, this chapter has demonstrated the overlap between upper-class
social institutions and top leadership in the corporate community. It is
also possible to show how members of the upper class involve them-
selves in the ownership and control of specific corporations through
family ownership, family offices, holding companies, and investment
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Family Ownership

As shown by the early history of the corporate community discussed
in the previous chapter, it has never been the case that American cor-
porations were primarily owned by separate families, but by groups
of investors, banks, and other types of financial companies. How-
ever, there are nonetheless many such firms in the United States
today that are often overlooked in discussions about the separation
of ownership and control. They include 305 firms that had $l billion
or more in sales in 2004, topped by Cargill Grains, whose $62.9 bil-
lion in revenues and 101,000 employees would have placed it fif-
teenth on the 2004 Fortune 500 list of the largest publicly owned
companies, followed by Koch Oil and Gas ($50 billion, 30,000 em-
ployees, twenty-second if on the Fortune list), and Mars Candy
($18.2 billion, 31,000 employees, 106th if on the Fortune list}. The
list also includes the most important mutual fund, Fidelity Invest-
ments ($9.2 billion, 30,500 employees); the ninth largest defense
contractor, Science Applications International ($6.7 billion, 42,700
employees); and well-known names like Enterprise Rent-A-Car, Hall-
mark Cards, Levi Strauss (jeans), Mervyns Department Stores, and
Gallo Wines.

Even in the case of publicly controlled corporations, three differ-
ent studies provide detailed evidence on the extent of family involve-
ment in the largest American corporations. The first uses both official
documents and the informal—but often more informative—findings of
the business press as its source of information. It concludes that 40 per-
cent of the top 300 industrials were probably under family control in the
1960s, using the usual cut-off point of 5 percent of the stock as the crite-
rion.?> Analyzing the official records that became available in the 1970s,
a team of researchers at Corporate Data Exchange provided detailed in-
formation on the major owners of most of the top 500 industrials for
1980, showing that significant individual and family ownership contin-
ues to exist for all but the very largest of corporations.?¢ One individual
or family is a top stockholder, with at least 5 percent of the stock, in 44
percent of the 423 profiled corporations that are not controlled by other
corporations or foreign interests. The figures are much lower among the
50 largest, however, where only 17 percent of the 47 companies in-
cluded in the study shows evidence of major family involvement. The
small percentage of the very largest industrials under individual or fam-
ily control concurs with findings in a third study, which focused on the
200 largest nonfinancial corporations for 1974-1975. For the 104 com-
panies common to the two studies, there are only four disagreements in
classifying the nature of their control structure, and some of those may
be due to changes in ownership patterns between 1974 and 1980.37
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The Family Office

A family office is an informal organization through which members of
a family or group of families agree to pool some of their resources in
order to hire people to provide them with advice on investments, char-
itable giving, and even political donations in some cases. Family of-
fices often handle all financial transactions and legal matters as well.
Their relevance here is in terms of their potential for maintaining con-
trol of corporations founded by an earlier generation of the family.
Such offices contradict the belief that corporate control is necessarily
lost due to the inheritance of stock by a large number of descendants.
They often sérve as a unifying source for the family as well. They
sometimes have employees who sit on boards of directors to represent
the family.

The most detailed account of a family office is provided by a soci-
ologist as part of a study of the Weyerhaeuser family of Saint Paul,
Minnesota, and Tacoma, Washington, whose great wealth is concen-
trated in the lumber industry. By assembling a family genealogy chart
that covers five generations, and then interviewing several members of
the family, he determined that a family office, called Fiduciary Coun-
selors, Inc. (FCI), aids the family in maintaining a central role in two
major corporations. He demonstrates that there are members of the
family on the boards of these companies whose last names are not
Weyerhaeuser, and that the stock holdings managed by the family of-
fice are large enough to maintain control.

Fiduciary Counselors, Inc., also houses the offices of two Weyer-
haeuser holding companies (meaning companies created only to own
stock in operating companies). These holding companies are used to
make investments for family members as a group and to own shares in
new companies that are created by family members. Although the pri-
mary focus of the Weyerhaeuser family office is economic matters, the
office serves other functions as well. It keeps the books for fifteen dif-
ferent charitable foundations of varying sizes and purposes through
which family members give money, and it coordinates political dona-
tions by family members all over the country.38

Holding Companies

Holding companies, briefly defined in the previous paragraph, can
serve the economic functions of a family office if the family is still
small and tight-knit. They have the added advantage of being incorpo-
rated entities that can buy and sell stock in their own names. Because
they are privately held, they need report only to tax authorities on
their activities.
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Table 3.3 Corporate Directorships Held by Warren Buffett and His
Partners in Berkshire Hathaway

Warren Buffett Walter Scott, Jr.
Coca-Cola Burlington Resources
Geico Commonwealth Telephone
Washington Post Level 3 Communications

Valmont Industries

Howard Buffett Charles Munger
ConAgra Costco
Lindsay Manufacturing Wesco Financial

Source: The Corporate Library.

The second-richest person in the United States, Warren Buffett,
the scion of third-generation wealth, operates through a holding com-
pany, Berkshire Hathaway. Along with his partners, he sits on the
boards of several of the companies in which he invests. Table 3.3 lists
the corporate directorships held by Buffett and his partners.3®

Investment Partnerships

Some wealthy individuals and families operate through a slightly dif-
ferent financial arrangement, an investment partnership, which gives
them more flexibility than the corporate form. Kohlberg, Kravis,
Roberts, usually known as KKR, is the best example since the 1980s
because it was involved in many corporate takeovers. The lead part-
ner, Henry Kravis, who is sometimes listed as a self-made person be-
cause it is not generally known that his father was worth tens of
millions of dollars, sat on eight corporate boards in the 1990s, includ-
ing Safeway Stores and Gillette, companies that he and his partners
acquired after 1986. His cousin and partner, George Roberts, joined
him on seven of those boards and was on one other board as well.
There can be little doubt about who controlled these companies, or
about the control of any other companies where investment partner-
ships or holding companies have representatives on the board of di-
rectors. The takeovers by KKR and similar firms show that firms
allegedly controlled by their managers can be acquired by groups of
rich investors whenever they so desire, unless of course they are resis-
ted by a rival group of owners.*0
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Sometimes investment trusts are started by successful Wall
Street investment bankers, who raise money from super-wealthy fam-
ilies. Such was the case with a stock trader at Goldman Sachs in the
1980s, who went on to found ESL Investments, which in 2004 owned
52.6 percent of Kmart (67th on the Fortune 500 list in 2004); 28.5% of
AutoNation, a chain of car dealerships (97th on the Fortune list); and
26.8 percent of AutoZone, a parts retailer (331st on the Fortune list).
The former stock trader is now worth an estimated $1.7 billion.

Other successful investment trusts are put together by people
with Washington experience, such as a former White House aide to
Jimmy Carter, who started the Carlyle Group in 1987 with money
from the billionaire Mellon family of Pittsburgh and began making
deals that soon involved defense companies. He added several promi-
nent Washington insiders, including a former secretary of defense
from the George H. W. Bush Administration, and the company was off
and running. Carlyle was the fifteenth largest defense contractor in
2004 with $1.7 billion in contracts, 1.7 percent of the total defense
contract budget. The company gained greater visibility in 1995 when
former president George H. W. Bush became a senior adviser on its
Asia Advisory Board, traveling to South Korea, China, Kuwait, and
Saudia Arabia to open doors for the people who made the actual busi-
ness deals. It became even better known after 2002 because an es-
tranged half-brother of Osama Bin Laden, one of his fifty-two siblings,
had invested in the company in the late 1990s, along with other
Saudis.!

The cumulative findings on the importance of family ownership,
family offices, holding companies, and investment partnerships in
large corporations suggest that a significant number of large corpora-
tions continue to be controlled by major owners. However, the very

" largest corporations in several sectors of the economy show no large
ownership stake by individuals or families, whether through family of-
fices, holding companies, or other devices. Their largest owners, in
blocks of a few percent, are bank trust departments, investment com-
panies, mutual funds, and pension funds. Moreover, interview studies
suggest that bank trust departments and investment companies are no
more likely than pension funds to take any role in influencing the
management of the corporations in which they invest.*?

While it may seem surprising at first glance that members of the
upper class are least involved at the executive level in the very largest
corporations, the reasons lie in issues of power and status, and have
nothing to do with education or expertise. Members of the upper class
usually are not interested in a career that requires years of experience
in a corporate bureaucracy when there is no incentive for them to do
s0. They prefer to work in finance, corporate law, or their own family
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businesses, where they have greater autonomy and more opportuni-
ties to exercise power.

DO PUBLIC PENSION FUNDS HAVE CORPORATE POWER?

About half of the stock issued by large corporations is now owned by
what are called “institutional investors,” entities such as mutual funds,
bank trust departments, corporate pension funds, union pension
funds, and public employee pension funds, which are expected to in-
vest other people’s money in a financially responsible manner. During
the late 1980s and early 1990s, several public employee and union
pension funds, whose assets account for less than 15 percent of all
pension assets, seemed to be flexing their muscles in corporate meet-
ing rooms, attempting to force policy changes and even changes in
management. Their actions raised the possibility of an “investor capi-
talism” in which government employees and unions could challenge
the prerogatives and power of the traditional owners and executives
inside the corporate community.*3

The effort began with the creation of a Council of Institutional
Investors in 1985 that brought together corporate reformers with lead-
ers of the employee retirement funds for California, Wisconsin, and
the city of New York. Led by the head of the California retirement sys-
tem, the reformers made several efforts to. influence corporate behav-
ior by introducing various shareholder resolutions calling for more
responsiveness to stockholders’ concerns. All of the resolutions were
overwhelmingly defeated, although a few corporations did alter their
policies to allow confidentiality in voting on stockholder resolutions.
In 1989, at a secret meeting with members of the Business Round-
table, the institutional investors were quietly urged to criticize General
Motors for its poor profit performance. Shortly after this attack began,
the CEO at General Motors was ousted and new policies were put in
place. There followed several other successful public campaigns
against CEOs whose companies were performing poorly, and the
movement seemed to be launched.*

But corporate and other private pension fund managers, who
control the great majority of institutionally held corporate stock, never
joined the effort. Furthermore, the fledgling challenge to corporate
managers all but died after a high point in the early 1990s because the
public pension activists drew criticism from elected officials and some
of the officials appointed to their boards. The reigning in of the public
retirement funds was reinforced in 1996 by leadership changes at the
Council of Institutional Investors, which by then included insurance
companies, mutual funds, and corporate pension funds as well as pub-
lic and union funds. Although pension fund activists opposed the se-
lection of a corporate pension fund representative to preside over the
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council, the majority of members expressed their lack of enthusiasm
for activism by electing the director of the TRW pension fund as presi-
dent.* The vote was widely interpreted as a rebuff to the leaders of
union funds and activists at public employee funds.*>

Reflecting on their efforts in September 2000, many of the lead-
ing activists expressed disappointment with the cautious approach
adopted by most institutional investors. The executive director of the
Council of Institutional Investors said that they had “won the easy bat-
tles,” such as being able to have nonbinding shareholder proposals
sent out along with company proxies, but that they were in danger of
ending up merely writing letters asking executives why they ignore the
reformers” proposals. She saw the movement at a turning point and
talked about “closing up shop.”4® By 2003, the New York Times called
the movement a “Revolution That Wasn’t,” based on interviews with its
disheartened leaders.*” In 2004, the executive director of the Council
of Institutional Investors resigned, having grown weary of the conflicts
between representatives from corporate and union pension funds,
each of which thwarted reform efforts in their own self-serving ways.43

Looking back at the most vigorous days of the movement, from
roughly 1988 to 1992, very little was accomplished. It is now possible
for small stockholders to communicate with each other more easily,
thanks to a ruling by the Securities and Exchange Commission in
1992, and corporate executives more readily meet with institutional
investors. However, no stockholder resolution relating to corporate
governance came close to passing.

In the end, the success of activists in charge of public employee
pénsion funds depends upon the success of the liberal-labor coalition
in electing legislators and governors who are supportive of, or at least
willing to tolerate, challenges to the management of private corpora-
tions. When Republican governors and conservative legislators ques-
tion the activities of pension fund leaders, as they did in California in
1994 and 2004, then it is not long before the pension funds gradually
have to lower their profile.

Contrary to the hopes of the public pension fund activists, the
largest corporations in the United States are still controlled by a com-
bination of their high-level executives, the for-profit financial institu-
tions that are concerned with the price of their stockholdings in the
corporation, and top individual stockholders, all of which are usually
represented on the board of directors. However, the power to run such
corporations on a day-to-day basis is lodged in the CEO and his or her
handful of supporters on the board and in top management. The

* TRW, a manufacturing company, was the 125th largest corporation in the country in
the mid-1990s.
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CEOs and other top corporate executives are the topic of the next two
sections.

WHERE DO CORPORATE EXECUTIVES COME FROM?

There have been many studies of the class origins of the top executives
in very large corporations. They most frequently focus on the occupa-
tion of the executive’s father. These studies show that “between 40 per-
cent and 70 percent of all large corporation directors and managers
were raised in business families, which comprised only a tiny fraction
of families of that era.”® One study compared business leaders at
thirty-year intervals over the century and found that the percentage
whose fathers were business people remained constant at 65 percent.
The most extensive study of corporate directors ever undertaken used
parental occupation, listing in the Social Register, and attendance at a
prestigious private school to estimate that 30 percent of several thou-
sand directors came from the upper class {(defined as the top 1 per-
cent). Approximately 59 percent came from the middle class, which
comprises about 21 percent of the population by this researcher’s defi-
nition, and only 3 percent came from the remaining 78 percent of the
population (8 percent of the sample was not classifiable).?!

The overrepresentation of men and women from the upper class
in large corporations is evidence for the power of the upper class on
the Who governs? indicator of power. However, the fact remains that
there are a great many high-level managers in corporations who come
from middle-leve] origins and work their way up the corporate ladder.
The number of such people may be exaggerated somewhat because
relevant information on schools and clubs is not always available, but
their role within the corporate community is a large one even by
conservative estimates. Does this mean, perhaps, that professional
managers remain distinct from upper-class owners and directors, sug-
gesting there might be some degree of separation between the corpo-
rate community and the upper class?

THE ASSIMILATION
OF RISING CORPORATE EXECUTIVES

The evidence presented in this section shows how rising corporate ex-
ecutives are assimilated into the upper class and come to share its val-
ues, thereby cementing the relationship between the upper class and
the corporate community rather than severing it. The aspirations of
professional managers for themselves and for their offspring lead
them into the upper class in behavior, values, and style of life.
Whatever the social origins of top managers, most of them are
educated and trained in a small number of private universities and
business schools. The results from several different studies reveal that
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“approximately one-third of those who oversee the nation’s largest
firms attended Harvard, Yale, or Princeton, and two-thirds studied at
one of the twelve most heavily endowed schools.”>2 It is in these
schools that people of middle-class origins receive their introduction
to the values of the upper class and the corporate community, min-
gling for the first time with men and women of the upper class, and
sometimes with upper-class teachers and administrators who serve as
role models. This modeling continues in the graduate schools of busi-
ness that many of them attend before joining the corporation. Minor-
ity group members who are not from wealthy families show the same
educational patterns as other upwardly mobile corporate executives in
terms of attendance at these same schools.53

The conformist atmosphere within the corporations intensifies
this socialization into upper-class styles and values. The great uncer-
tainty and latitude for decision-making in positions at the top of com-
plex organizations creates a situation in which trust among leaders is
absolutely essential. That need for trust is what creates a pressure to-
ward social conformity:

It is the uncertainty quotient in managerial work, as it has come to
be defined in the large modern corporations, that causes manage-
ment to become so socially restricting; to develop tight inner circles
excluding social strangers; to keep control in the hands of socially
homogeneous peers; to stress conformity and insist upon a diffuse,
unbounded loyalty; and to prefer ease of communication and thus

social certainty over the strains of dealing with people who are
“different,”>*

In this kind of an atmosphere, it quickly becomes apparent to
new managers that they must demonstrate their loyalty to the senior
management by working extra hours, tailoring their appearance to
that of their superiors, and attempting to conform in their attitudes
and behavior. They come to believe that they have to be part of the
“old-boy network” in order to succeed in the company. Although there
are competence criteria for the promotion of managers, they are
vague enough or hard enough to apply that most managers become
convinced that social factors are critical as well.

Executives who are successful in winning acceptance into the
inner circle of their home corporations are invited by their superi-
ors to join social institutions that assimilate them into the upper
class. The first invitations are often to charitable and cultural orga-
nizations, where they serve as fund-raisers and as organizers of
special events. The wives of rising executives, whose social accept-
ability is thought to be a factor in managers’ careers, experience
their first extensive involvement with members of the upper class
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through these same organizations. Then, too, the social clubs dis-
cussed earlier in the chapter are important socializing agents for
the rising executive.

Upwardly mobile executives also become intertwined with mem-
bers of the upper class through the educational careers of their chil-
dren. As the children go to day schools and boarding schools, the
executives take part in evening and weekend events for parents, partic-
ipate in fund-raising activities, and sometimes become directors or
trustees in their own right. The fact that the children of successful
managers become involved in upper-class institutions also can be seen
in their patterns of college attendance. This is demonstrated very
clearly in a study of upwardly mobile corporate presidents. Whereas
only 29 percent of the presidents went to an Ivy League college, 70
percent of their sons and daughters did s0.53

Rising executives are assimilated economically at the same time
as they are assimilated socially. One of the most important of these as-
similatory mechanisms is the stock option, explained in a footnote in
Chapter 2. Stock-option plans, in conjunction with salaries and
bonuses in the millions of dollars, allow some top executives to earn
thousands of times more than the average wage earner each year.
These high levels of remuneration enable upwardly mobile corporate
leaders to become multimillionaires in their own right, and important
leaders within the corporate community.

The assimilation of professional executives into the upper class
also can be seen in the emphasis they put on profits, the most impor-
tant of ownership objectives. This manifests itself most directly in the
performance of the corporations they manage. Several studies that
compare owner-controlled companies with companies that have pro-
fessional managers at the top show no differences in their profitabil-
ity.5¢ Corporations differ in their profitability, but this fact does not
seem to be due to a difference in values between upper-class owners
and rising corporate executives.

By any indication, then, the presence of upwardly mobile execu-
tives does not contradict the notion that the upper class and the cor-
porate community are closely related. In terms of their wealth, their
social contacts, their values, and their aspirations for their children,
successful managers become part of the upper class as they advance in
the corporate hierarchy.

CLASS AWARENESS: A CAPITALIST MENTALITY

The institutions that mold the owners and high-level executives of cor-
porations into a national upper class transcend the presence or ab-
sence of any given person or family. Families can rise and fall in the
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class structure, but the institutions of the upper class persist. Not
everyone in this nationwide upper class knows everyone else, but
everybody knows somebody who knows someone in other areas of the
country, thanks to a common school experience, a summer at the
same resort, membership in the same social club, or membership on
the same board of directors. The upper class at any given historical
moment consists of a complex network of overlapping social circles
knit together by the members they have in common and by the nu-
merous signs of equal social status that emerge from a similar
lifestyle. Viewed from the standpoint of social psychology, the upper
class is made up of innumerable face-to-face small groups that are
constantly changing in their composition as people move from one so-
cial setting to another,

Involvement in these institutions usually instills a class aware-
ness that includes feelings of superiority, pride, and justified privilege.
Deep down, most members of the upper class think they are better
than other people, and therefore fully deserving of their station in life.
This class awareness is based in corporate ownership, but it is rein-
forced by the shared social identities and interpersonal ties created
through participation in the social institutions of the upper class.

More importantly, the fact that the upper class is based in the own-
ership and control of profit-producing investments in stocks, bonds,
and real estate shows that it is a capitalist class as well as an upper
class. Its members are not concerned simply with the interests of one
corporation or business sector, but with such matters as the investment
climate and the rate of profit. That is, they have a capitalist mentality.

With the exception of those few who join the liberal-labor coali-
tion or a leftist movemnent, members of the upper class also have a con-
sérvative outlook on issues that relate to the well-being of the corporate
community as a whole. This tendency toward a general class perspec-
tive is utilized and reinforced within the policy-planning network dis-
cussed in the next chapter. The organizations in that network build
upon the structural economic power explained in the previous chapter
and the social cohesion demonstrated in this chapter in reaching con-
sensus on policy matters, where the potential for misunderstanding
and disagreement are great. Human beings are often distrustful or ego-
tistical, and there can be differences in needs among corporations in
different industries. Developing a common policy outlook is not auto-
matic even for the intertwined corporate community and upper class.
Moreover, they have to contend with a very large number of people
who have little or nothing except a job and a house, or the opportunity
to obtain educational credentials that might move them up the occupa-
tional ladder. They cannot rely entirely on economic and social power
to ensure that they prevail in any overt class conflict that does arise.
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The Policy-Planning Network

Economic interests and social cohesion provide the foundation for the
development of policy consensus, but they are not enough in and of
themselves to lead to agreed-upon policies without research, consulta-
tion, and deliberation. The issues facing the corporate community are
too complex and the economy is too big for new policies to arise natu-
rally from common interests and social cohesion alone. That is why a
set of nonprofit, nonpartisan organizations is a necessary feature of
the corporate landscape. These organizations are the basis of a policy-
planning process through which the corporate community articulates
its general policy preferences, and then conveys them to the two major
political parties, the White House, and Congress.

Mermbers of the corporate community and upper class involve
themselves in the policy-planning process in four basic ways. First,
they finance the organizations at the center of these efforts. Second,
they provide a variety of free services, such as legal and accounting
help, for some of these organizations. Third, they serve as the direc-
tors and trustees of these organizations, setting their general direction
and selecting the people who will manage the day-to-day operations.
Finally, they take part in the daily activities of some of the groups in
the network.

The policy-planning network explains how seemingly indepen-
dent experts, who often provide new policy ideas, fit into the power
equation. They do their work as employees and consultants of key
organizations in the network, which give them financial support,

77
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confer legitimacy on their efforts, and provide the occasions for
them to present their ideas to decision-makers.*

Although the corporate community has a near monopoly on
what is considered “respectable” or “legitimate” expertise by the mass
media and government, this expertise does not go unchallenged. There
also exists a small group.of think tanks and advocacy groups financed
by unions, direct mail appeals, and wealthy liberals. Some of these lib-
eral policy organizations also receive part of their funding from major
foundations controlled by moderate conservatives, to the great annoy-
ance of ultraconservatives.

Moreover, as the annoyances expressed by the ultraconservatives
reveal, the policy network is not totally homogeneous. Reflecting dif-
ferences of opinion within the corporate community, the moderate
and ultraconservative subgroups have long-standing disagreements.
The ultraconservative organizations are the ones most often identified
with big business in the eyes of social scientists and the general public.
In the past, they opposed the expansion of trade with Europe and Asia,
and they still oppose any type of government regulation or occasional
increases in the minimum wage. The fact that they are generally nay-
sayers, who lost on several highly visible. issues in the turmoil of the
late 1960s and early 1970s, is one reason some social scientists doubt
that the corporate community is the dominant influence in shaping
government policy.

More recently, the two groups have developed serious differences
over foreign policy. The internationally oriented moderate conserva-
tives, who long held sway in this issue area, are multilateralists when it
comes to foreign policy; they favor working closely with allies and
making use of the United Nations whenever possible. They think they
won the Cold War by patiently containing the Soviet Union and wait-
ing for its nonmarket economy to fail, all the while working with the
Soviets on arms control and other issues. The ultraconservatives, who
have tendencies to ignore what is happening in other countries and
shun foreign aid, are assertive nationalists when they do engage one or
another part of the world, as seen in the unilateralism and disdain for
the United Nations that were visible in the George W. Bush Adminis-
tration during its first four years. Assertive nationalists, ignoring the
fact that Gorbachev knew full well that the Soviet economy needed
major adjustments, believe they won the Cold War by increasing de-
fense spending in the early 1980s, thereby forcing the Soviets into an
unwinnable arms race that ruined their economy. They tend to believe

*Independent experts are most often employed at universities and colleges. They rarely
have a major impact on public policy except on highly technical issues in the natural
sciences, medicine, and engineering.
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that the kinds of bold initiatives taken during the Reagan Administra-
tion will work in Iraq, Iran, and North Korea.!

No one factor has been shown by systematic studies to be the sole
basis for the division into moderates and ultraconservatives within the
corporate community. There is a tendency for the moderate organiza-
tions to be directed by executives from the very largest and most inter-
nationally oriented of corporations, but there are numerous exceptions
to that generalization. Moreover, there are corporations that support
policy organizations within both policy subgroups. Then, too, there
are instances in which some top officers from a corporation will be in
the moderate camp, and others will be in the ultraconservative camp.
Much more research is needed before the reasons for these differences
can be better understood.

For all their differences, leaders within the two clusters of policy
organizations have a tendency to search for compromise policies due
to their common membership in the corporate community, their so-
cial bonds, and the numerous interlocks among all policy groups.
When compromise is not possible, the final resolution of policy con-
flicts often takes place in legislative struggles in Congress.

AN OVERVIEW OF THE POLICY-PLANNING NETWORK

The policy-planning process begins in corporate boardrooms, social
clubs, and informal discussions, where problems are identified as is-
sues to be solved by new policies. It ends in government, where poli-
cies are enacted and implemented. In between, however, there is a
complex network of people and institutions that plays an important
role in sharpening the issues and weighing the alternatives. This net-
work has three main components—foundations, think tanks, and
policy-discussion groups.

~ Foundations are tax-free institutions created to give grants to
‘both individuals-and nonprofit organizations for activities that range
from education, research, and the arts to support for the poor and the
upkeep of exotic gardens and old mansions. They are an upper-class
adaptation to inheritance and income taxes. They provide a means by
which wealthy people and corporations can in effect decide how their
tax payments will be spent, for they are based on money that other-
wise would go to the government in taxes. From a small beginning at
the turn of the twentieth century, they have become a very important
factor in shaping developments in higher education and the arts, and
they play a significant role in policy formation as well. The most influ-
ential of them historically were the Ford, Rockefeller, Carnegie, and
Sloan foundations. Since the 1980s, they have been joined by a new
set of heavily endowed liberal and moderate-conservative foundations,
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as well as by several somewhat smaller, but highly coordinated ultra-
conservative foundations.

Think tanks are nonprofit organizations that provide settings for
experts in various academic disciplines to devote their time to the study
of policy alternatives, free from the teaching, committee meetings, and
departmental duties that are part of the daily routine for most mem-
bers of the academic community. Supported by foundation grants, cor-
porate donations, and government contracts, think tanks are a major
source of the new ideas discussed in the policy-planning network.

The policy-discussion organizations are nonpartisan groups that
bring together corporate executives, lawyers, academic experts, uni-
versity administrators, government officials, and media specialists to
talk about such general problems as foreign aid, trade, taxes, and en-
vironmental policies. Using discussion groups of varying sizes, these
organizations provide informal and off-the-record meeting grounds in
which differences of opinion on various issues can be aired and the ar-
guments of specialists can be heard. In addition to their numerous
small-group discussions, policy-discussion groups encourage general
dialogue by means of luncheon speeches, written reports, and position
statements published in journals and books. Taken as a whole, the sev-
eral policy-discussion groups are akin to an open forum in which
there is a constant debate concerning the major problems of the day.

The three types of organizations making up the policy-planning
network are interlocked with each other and the corporate community
in terms of both common directors and funding. The evidence for this
conclusion is presented throughout the chapter. Figure 4.1 presents an
overview of the network, with linkages expressed in terms of (1) direc-
tor interlocks, (2) money flows, and (3) the flow of ideas and plans. An-
ticipating the discussion of how the corporate community shapes
government policy, which is presented in Chapter 7, the diagram shows
some of the ways the output of the policy network reaches government.

No one type of organization is more important than the others. It
is the network as a whole that shapes policy alternatives, with differ-
ent organizations playing different roles on different issues.

FOUNDATIONS

Among the nearly 65,000 foundations that exist in the United States,
only a few hundred have the money and interest to involve themselves
in funding programs that have a bearing on public policy. Foundations
are of four basic types:

1. According to the authoritative Guide to U.S. Foundations,
published by the Foundation Center in New York, there were about
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Figure 4.1 The Flow of Policy from the Corporate Community and
Upper Class to Government through the Policy-Planning Network.

58,000 independent foundations in 2003, all of which were created by
families to serve a wide variety of purposes. Most are relatively small
and local, with only 9.7 percent of them donating over $500,000 a
year, led by the Ford Foundation ($509 million in 2003) and the Mel-
lon Foundation ($222 million in 2003). The largest of these general-
purpose foundations are controlled by a cross section of leaders from
the upper class and corporate community, but there are several ultra-
conservative and liberal foundations in this category that are con-
trolled by the original donors.
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2. There were 2,362 corporate foundations in 2003 that were
funded by major corporations and directed by their officers. Their
number and importance has increased greatly since the 1980s. In
2003, 25 of them donated over $25 million a year, and 3 were among
the ten largest donors that year—Verizon ($77 million), JP Morgan
Chase ($62 million), and Citigroup ($56 million).

3. There are 661 community foundations at the local level that
are designed to aid charities, voluntary associations, and special proj-
ects in their home cities. They receive funds from a variety of sources,
including independent foundations, corporate foundations, and
wealthy families. They are directed by boards that include both cor-
porate executives and community leaders. A few of the larger ones
give money outside of their local area, usually at the direction of a
wealthy donor who has in effect established a foundation within a
foundation, thereby saving administrative costs.

4. Finally, there are nearly 4,000 foundations that use their
money to finance a particular museum, garden project, or artistic
exhibit. They are called operating foundations and are not relevant to
the policy-planning process. Operating foundations are often directed
by the women of the upper class, as was discussed in the previous
chapter.

Upper-class and corporate representation on the boards of the
large independent foundations most involved in policy-oriented grants
has been documented in several studies. In one study of the 12 largest
foundations, for example, it was found that half the trustees were
members of the upper class.? A study of corporate connections into
the policy network showed that 10 of these 12 foundations have at
least one connection to the 201 largest corporations; most have many
more than that.? More recently, due to a combination of factors—
smaller boards, an effort to diversify on the basis of gender and color,
and the addition of a few directors from other countries—the connec-
tion between the largest foundations and the corporate community is
looser than it used to be. Stil], five of the Ford Foundation’s seventeen
directors were on 8 corporate boards in 2004. Four of the twelve Rock-
efeller directors were on 8 boards, seven of fourteen Carnegie direc-
tors were on 14 boards, and seven of twelve Sloan directors were on 12
boards.

Foundations often become much more than sources of money
when they set up special programs that are thought to be necessary by
their trustees or staff. Then, they search out appropriate organizations
to undertake the project, or else they create special commissions
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within the foundation itself. A few foundations have become so com-
mitted to a specific issue that they function as a policy-discussion or-
ganization. The Ford Foundation provides the best example of this
point because it became involved in two of the main problems of the
1960s.

First, it played a major role in creating and sustaining the main-
stream organizations of the environmental movement. Its conference
on resource management in 1953, and subsequent start-up funding,
led to the founding of the first and most prominent environmental
think tank, Resources for the Future. This organization broke new
ground by incorporating market economics into conservation work.
Economists at Resources for the Future and other think tanks
showed that resource substitution could be managed through the
price system and that it was a myth to claim there is a trade-off be-
tween jobs and environmental regulation. They also pointed out that
there was money to be made in cleaning up the air and water. Their
work reassured corporate moderates that most environmental initia-
tives were completely compatible with corporate capitalism, con-
trary to the angry outcries of ultraconservatives and the hopes of
leftists.*

In the early 1960s, the Ford Foundation spent $7 million over a
three-year period developing ecology programs at 17 universities
around the country, thereby providing the informational base and per-
sonnel] infrastructure for efforts to control pesticides and industrial
waste. At the same time, the foundation put large sums into the land-
purchase programs of The Nature Conservancy and the National
Audubon Society. It also encouraged environmental education and cit-
izen action through grants to municipal conservation commissions
and the nationwide Conservation Foundation, the latter founded by
the Rockefeller family as a combined think tank and policy-discussion
group.” The new militant wing of the environmental movement soon
moved beyond the purview envisioned by the moderate conservatives,
but the fact remains that much of the early grassroots movement was
encouraged and legitimated by major foundations.

The Ford Foundation aided environmentalists in another way in
the 1970s by backing several new environmental law firms that used
the legal system to force corporations and municipal governments to
clean up the water, air, and soil. Leaders at the foundation actually
created one of these organizations, the Natural Resources Defense
Council, by bringing together several Wall Street corporate lawyers
with a group of young Yale Law School graduates who wanted to de-
vote their careers to environmental law. Ford then gave the new orga-
nization $2.6 million between 1970 and 1977. Between 1971 and 1977,
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it also gave $1.6 million to the Center for Law in the Public Interest in
Los Angeles, $994,000 to the Environmental Defense Fund, and
$603,000 to the Sierra Club Legal Defense Fund.®

Appointees to the Nixon Administration from the mainstream
environmental groups helped secure tax-exempt status for the envi-
ronmental law firms. They then presided over the creation of the
Council on Environmental Quality and the Environmental Protec-
tion Agency. Indeed, the origins of these agencies provides an ideal
example of how moderate conservatives create policies that are later
seen as setbacks for the corporate community. At the same time,
these organizations are often criticized by strong environmentalists
as being too cautious and for “selling out” via compromises on key
issues.”

Although the Ford Foundation still gives environmental grants,
mostly to organizations in other nations, its support for American en-
vironmental groups has been more modest now that these organiza-
tions are firmly established. However, the slack has been picked up by
several dozen other major foundations, including several corporate
foundations. Table 4.1 shows foundation grants for 2001 and 2002 to
the Natural Resources Defense Council and to Environmental Defense
(formerly the Environmental Defense Fund).

Second, the Ford Foundation became the equivalent of a policy
group on issues related to urban unrest, creating a wide range of pro-
grams to deal with the problems generated by urban renewal and
racial tensions in cities. One of these programs, called the Gray Areas
Project, became the basis for the War on Poverty declared by the John-
son Administration in 1964. Once the War on Poverty was launched,
the Ford Foundation invested tens of millions of dollars in support for
minority-group and community-action organizations. These invest-
ments were seen at the time as a way of encouraging insurgent groups
to take a nonviolent and electoral direction in addressing the problems
they perceived. By the 1970s, when the social disruption had subsided,
ultraconservatives began to criticize the Ford Foundation for its sup-
port of what they called liberal experiments. However, the foundation
persisted in this support, which is seen by moderate conservatives in
the corporate community as a sensible way to incorporate minority
groups into the larger society. Table 4.2 provides a list of the advocacy
groups for low-income minorities, women, and civil liberties that re-
ceived large grants from the Ford Foundation in 2001 or 2002.

The foundation. also developed a program to support housing
and services for inner-city neighborhoods, creating a set of Commu-
nity Development Corporations (CDCs) and a financial intermediary,
the Local Initiatives Support Corporation (LISC), that by 2004 were
providing 90 percent of the new low-income housing in inner cities
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Table 4.1 Contributions by Foundations to Environmental Defense and
the National Resources Defense Council in 2001 and 2002

Name ED NRDC

Packard Foundation $3,828,000 $725,000

Hewlett Foundation $950,000 $1,210,000

MacArthur Foundation $300,000 $300,000

Joyce Foundation $1,280,000 $250,000

Goldman Fund $812,500 $550,000

Turner Foundation $200,000 $2,014,000

McKnight Foundation $200,000 $290,000

Energy Foundation! $1,222,000 $3,346,000

Mott Foundation $300,000 $300,000

Doris Duke Foundation $5,000,000

Kresge Foundation $1,500,000

Robertson Foundation $1,000,000

Ford Foundation $200,000

Public Welfare Foundation $750,000

Overbrook Foundation $200,000 $153,000

Compton Foundation $105,000 $60,000

80 other grants to ED $8,863,000

96 other grants to NRDC $6,521,000
Total $25,960,500 $16,469,000

1. The Energy Foundation was created in 1991 on the basis of grants from the
‘MacArthur, Packard, Joyce, Rockefeller, McKnight, and Pew foundations.

Source: Foundation Grants Index on CD-ROM version 3.0 (New York: The Foundation
Center, 2004).

across the country, as well as making start-up loans to small busi-
nesses and offering various kinds of counseling services. By 1972,
Ford already had spent $25 million on CDCs, and by 1986 the figure
was $170 million. Starting in the early 1970s, the foundation also pro-
vided several million more to help create the Center for Community
Change and several other small advocacy organizations, which help
low-income neighborhoods to organize for tenants rights, environ-
mental justice, and neighborhood preservation.

Taking advantage of the Community Reinvestment Act of 1977,
which was a first step toward forcing banks to invest in the inner city
again, the Ford Foundation next put $4.75 million into LISC, which
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Table 4.2 Donations by the Ford Foundation to Advocacy Groups for
Minorities, Women, and Civil Liberties in 2001

American Civil Liberties Union

(for race, poverty, and immigration rights projects) $1,765,000
Ms. Foundation $1,555,000
Native American Rights Fund $1,500,000
National Organization of Women
Legal Defense and Education Fund $660,000
Mexican-American Legal Defense and Education Fund $600,000
NAACP Special Contribution Fund $500,000
NAACP Legal Defense and Education Fund $500,000
National Council of La Raza $400,000
Puerto Rican Legal Defense and Education Fund $350,000
Urban League $150,000
National Asian Pacific American Legal Consortium _$50,000
Total $7,330,000

Note: The Ford Foundation gave many other grants in the area of civil rights in 2001.

Source: Foundation Grants Index on CD-ROM version 3.0 (New York: The Foundation
Center, 2004).

made it easier for banking and mortgage companies to finance low-in-
come housing; by 1986, $34 million of LISC’s $130 million had been
provided by the foundation. However, the LISC concept did not really
take off until a small addition to the Tax Reform Act of 1986 created tax
write-offs, originally meant for wealthy individual investors, that made
it very attractive for corporations to invest in low-income housing.?
Since that time corporations have saved billions of dollars in taxes, but
at the same time the amount of housing built by LISC and the CDCs
with little or no government involvement has been considerable.

More generally, the inner-city support network that works to-
gether on a wide range of urban initiatives is now funded by several
different foundations, not just Ford, and the thousands of local
CDCs and the handful of regional LISC offices receive major infra-
structure support from corporate foundations each year. Although
liberal critics note that the foundations’ support would be more ef-
fective if it were more coordinated and supportive of activism, they
also note that most of the inner-city organizations would not be able
to sustain themselves without foundation support.® (Details on the
foundations and groups involved in this network can be found at
www.whorulesamerica.net.)
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Ford’s support for disadvantaged minority communities, women,
and the environmental movement led to the claim that it became a lib-
eral organization in the 1960s, despite its corporate-dominated board
of trustees. However, this conclusion confuses liberalism with a so-
phisticated conservatism that does not bend on the key power issues,
as shown by the foundation’s support for opposition to unionization
efforts. In 1967, it entered into an emerging conflict over public em-
ployee unions by financing a think-tank study that was very negative
toward unions. Then, in 1970, it provided $450,000 to three associa-
tions of government managers—the U.S. Conference of Mayors, the
National League of Cities, and the National Association of Counties—
to establish the Labor-Management Relations Service, an organization
intended to help government managers cope with efforts at union or-
ganizing. One year later, this organization set up the National Public
Employer Labor Relations Association, aided in good part by Ford
and other foundation monies. Publications from these two organiza-
tions provide advice on defeating organizing drives and surviving
strikes. They suggest contracting out public services to private busi-
nesses to avoid unions and decrease wage costs.!? This opposition to
public employee unions is consistent with the distance that all major
foundations have kept from the labor movement.!!

Systematic studies of the degree to which public employees are
unionized in each state suggest that these efforts to help government
managers were successful. Less than half of the fifty states allow full
collective bargaining for all public employee groups, and nearly all
states forbid public employees to strike. The relative strength of the
corporate-conservative and liberal-labor coalitions in each state is the
main factor in determining the degree to which state employees are
successful in their efforts to unionize. Union density in the public sec-
tor, meaning the percentage of public employees who are in unions,
rose from 10.8 percent in 1960 to a peak of 40.2 percent in 1976, and
has stabilized at about 36 to 37 percent since that time.!2

As these several examples show, foundations are an integral part
of the policy-planning process, as both sources of funds and program
initiators. Contrary to the usual perceptions, they are not merely
doniors of money for charity and value-free academic research. They
are extensions of the corporate community in their origins, leader-
ship, and goals.

THINK TANKS

The deepest and most critical thinking within the policy-planning net-
work takes place in various think tanks. New initiatives that survive
criticism by other experts are brought to the discussion groups for
modification and assimilation by the corporate leaders. Among the
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dozens of think tanks, some highly specialized in one or two topics,
the most important are the Brookings Institution, the American Enter-
prise Institute, the Urban Institute, the National Bureau of Economic
Research, and the Rand Corporation. Their efforts are sometimes aug-
mented by institutes and centers connected to universities, especially
in the area of foreign relations, but these institutes are one step re-
moved from the policy-planning network.* _

Three highly visible think tanks—the Brookings Institution, the
American Enterprise Institute, and the Heritage Foundation—vie for
attention and influence in Washington. The Brookings Institution, the
oldest and generally most respected of the three, was founded in 1927
from three institutes that go back as far as 1916. Virtually all of its
early money came from foundations, although by the 1930s it was
earning income from a small endowment provided by the Rockefeller
Foundation and other sources. The Brookings Institution is some-
times said to be a liberal think tank, but that is a misperception gener-
ated in good part by ultraconservatives. The fact that Keynesian
economists from Brookings advised the Kennedy and Johnson admin-
istrations also contributed to this stereotype. In fact, the Brookings In-
stitution always has been in the mainstream or on the right wing.
Although some of its economists were important advisers to the Dem-
ocrats in the 1960s, by 1975 these same economists were criticizing
government initiatives in ways that later were attributed to the em-
ployees of their main rival, the American Enterprise Institute.!3

The American Enterprise Institute (AEI), formed in 1943 as an
adjunct to the U.S. Chamber of Commerce, had little money and no
influence until the early 1970s, when a former Chamber employee
began selling the need for a new think tank to corporate executives by
exaggerating the liberal inclinations of the Brookings Institution. His
efforts received a large boost in 1972 when the Ford Foundation gave
him a $300,000 grant. This gift was viewed as a turning point by the

*In a very general sense, universities and their affiliated research institutes are part of
the power equation. They educate future leaders and train the experts who work for the
think tanks. It is also the case that the trustees of the top private universities, and many
large state universities for that matter, are disproportionately from the corporate com-
munity and upper class, as demonstrated by numerous investigations stretching back to
the early twentieth century. Nevertheless, universities as a whole are not part of the in-
stitutional infrastructure of the policy-planning network. The faculty at most universi-
ties are too diverse in their intellectual and political orientations to be considered part
of the power structure, unless they also are employed by corporations or organizations
in the policy-planning network. Nor are all students who graduate from high-status uni-
versities uniformly destined to join the corporate community or policy-planning net-
work. As previously mentioned, a small minority joins the liberal-labor coalition or a
left-wing group.
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institute’s staff because of the legitimacy a Ford grant conferred for fu-
ture fund-raising. The institute went from a budget of $1.1 million in
1971 to over $10 million in the 1980s.14

The AEIs fund-raising efforts also were aided when appointees
from the Nixon Administration joined it as honorary fellows, and then
former president Gerald Ford became an honorary fellow in 1977.
Several prominent economists also were hired. Given this line-up of
highly visible conservatives, it is not surprising that the AEI is often
given credit for the right turn in Washington policy circles in the
1970s, but in fact the institute came to prominence after the turn had
begun, as shown in a close textual analysis of Brookings and AEI rec-
ommendations.!> By the early 1980s, however, the AEI did play a very
important role in providing ideas and staff members to the Reagan
and Bush administrations. Reflecting its closeness to the Brookings
Institution on policy issues, the two think tanks now cosponsor a Joint
Center for Regulatory Studies.!®

The Heritage Foundation, created in 1974, is the most recent and
famous of the Washington think tanks. It is wrongly thought to reflect
current wisdom in the corporate community, when it is actually the
product of a few highly conservative men of great inherited wealth.
The most important of these ultraconservatives are members of the
Coors family, owners of the beer company that bears their name.!”
Close behind them is Richard Mellon Scaife, who is discussed in a
later section of this chapter.

Unlike the AEI, the Heritage Foundation makes no effort to hire
established experts or build a record of respectability within the aca-
demic or policy communities. Instead, it hires young ultraconserva-
tives who are willing to attack all government programs and impugn
the motives of all government officials as bureaucratic empire
builders. While this approach doesn’t endear the Heritage Foundation
to its counterparts in Washington, it does lead to staff positions in
Republican administrations, which need people to carry out their

“antigovernment objectives.

The relationship of these three think tanks to the corporate com-
munity can be seen through their boards of directors. Brookings and
the AEI have sirnilar interlock patterns, with about 60 percent of their
directors sitting on an average of 1.3 boards for companies of com-
parable size and stature. However, since Brookings has forty-two
directors and AEI only twenty-five, this means interlocks with 53 cor-
porations for Brookings and 35 for AEL The situation is very different
at Heritage, where only one of twenty directors, a retired executive
from Microsoft, sits on 3 corporate boards in the Corporate Library
database. There are other business people on the Heritage board, but
they are retired middle-level executives or have small companies of
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their own. There are also some wealthy inheritors on the Heritage
board.

THE POLICY-DISCUSSION GROUPS

The policy groups serve several important functions for the corporate
community.

1. They provide a setting in which corporate leaders can famil-
iarize themselves with general policy issues by listening to and ques-
tioning the experts from think tanks and university research
institutes.

2. They provide a forum where conflicts can be discussed, usu-
ally with the help of moderate conservative and ultraconservative
experts, along with an occasional liberal on some issues.

3. They provide an informal training ground for new leadership.
It is within these organizations that corporate leaders can determine
in an informal fashion which of their peers are best suited for service
in government and as spokespersons to other groups.

4. They provide an informal recruiting ground for determining
which academic experts may be best suited for government service,
either as faceless staff aides to the corporate leaders who take govern-
ment positions or as high-level appointees in their own right.

In addition, the policy groups have three functions in relation to the
rest of society:

1. These groups legitimate their members as serious and expert
persons capable of government service. This image is created because
group members are portrayed as giving of their own time to take part
in highly selective organizations that are nonpartisan and nonprofit
in nature.

2. They convey the concerns, goals, and expectations of the cor-
porate community to those young experts and professors who aspire
to foundation grants, invitations to work at think tanks, or consulta-
tive roles with government agencies.

3. Through such avenues as books, journals, policy statements,
press releases, and speakers, these groups influence the climate of
opinion in both Washington and the country at large. This point is
developed when the opinion-shaping process is discussed in the next
chapter.

The most extensive study of the relationship of policy discussion
groups to foundations and think tanks, carried out with information



THE POLICY-DISCUSSION GROUPS 91

from the late 1970s, started with a sample of 77 large foundations,
which included 20 that had over $100 million in assets and gave over
$200,000 in public-policy grants. These 20 foundations led to a group
of 31 policy-planning groups and think tanks that received grants from
3 or more of these foundations. Of the 225 trustees who served on the
20 foundations, 124 were also trustees of another 120 foundations.
Ten of the 20 foundations had interlocks with 18 of the 31 policy-plan-
ning organizations and think tanks. The Rockefeller Foundation had
the largest number of interlocks with other foundations (34), followed
by the Sloan Foundation, the Carnegie Corporation, and the Ford
Foundation. The Rockefeller Foundation also has the largest number
of trustee connections to the policy groups it financed (14), followed
once again by the Sloan, Carnegie, and Ford foundations. Moreover,
all 4 of these foundations tended to be involved with the same policy
groups. Together, these foundations, think tanks, and policy-planning
groups form the moderate-conservative portion of the network, which
was even larger and more intertwined than any previous studies had
led social scientists to expect.!8

This analysis also discovered that a set of policy groups and think
tanks identified with ultraconservative programs, such as the American
Enterprise Institute, the Hoover Institution, and the Hudson Institute,
were linked to another set of foundations, including the Bradley, Olin,
and Scaife foundations. Unlike the large foundations in the moderate
part of the network, all of the very conservative foundations were under
the direct control of the original donating family. These findings on the
ultraconservative foundations were confirmed in another study that
used tax returns to reveal that 12 foundations provided half the funding
for the American Enterprise Institute as well as 85 percent or more of
the funding for the other prominent ultraconservative think tanks. Cor-
porate foundations also supported some of these groups, but they gave
donations to the moderate-conservative groups as well.!° To demon-
strate the continuity of this pattern, Table 4.3 shows the donations that
5 ultraconservative foundations gave to 7 present-day ultraconservative
think tanks and policy-discussion groups in 2001 and 2002.

The tremendous impact of a few extremely wealthy ultraconser-
vatives can be seen in the funding career of the aforementioned
Richard Mellon Scaife, an adopted son and heir to a big part of an oil
and banking fortune in Pittsburgh. Based on a computerized record of
all his donations from the early 1960s to late 1990s, the Washington
Post estimated that he and his foundations had given about $620 mil-
lion in 1999 dollars to a wide range of ultraconservative causes, in-
cluding the concerted attempt to find defamatory material on
President Bill Clinton's personal life.2? He also gives large donations to
conservative political candidates and the Republican Party. A similar



Table 4.3 Core Ultraconservative Think Tanks and Their Main Funders in 2001 and 2002

Think Tanks!
Total

Federalist Foundatiov.
Foundations?  Hoover AE! Heritage Hudson Manhattan Cato Society?>  Grants
Scaife $750,000 $345,000 $650,000 $315,000 $150,000  $60,000 $200,000 $2,470,000
Bradley $375,000 $750,000 $250,000 $610,000 $200,000 $100,000 $100,000 $2,385,000
Donner $60,000 $70,000 $55,000 $50,000 $50,000  $20,000 $50,000 $355,000
Earhart $89,000 $50,000 — $30,000 $40,000  $18,000 $60,000 $287,000
Kirby — $13,000 $100,000 $18,000 $25,000  $20,000 $40,000 $349,000
Cullom Davis $400,000 — $10,000 $30,000 — — $40,000 $480,000
Total
Donations
to Group $1,674,000 $1,228,000 $1,060,000 $1,053,000 $465,000 $218,000 $490,000

1. These groups receive donations from other ultraconservative foundations, but not as consistently. AEI also receives grants from some

moderate conservative foundations.
2. These foundations give to many other ultraconservative projects, which are usually smaller in size, local in nature, or in academic settings.
3. The Federalist Society is made up exclusively of lawyers.

Source: Foundation Grants Index on CD-ROM version 3.0 (New York: The Foundation Center, 2004).
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picture of combined policy and advocacy donations could be drawn
for several other extremely wealthy ultraconservatives as well.?!

A network analysis focused exclusively on 12 moderate-
conservative and ultraconservative think tanks and policy groups for
1973, 1980, and 1990 revealed that moderate-conservative groups re-
mained at the center of the policy network, but that they had devel-
oped more links with the ultraconservative groups than earlier. In this
study, the Business Roundtable, Conference Board, Committee for
Economic Development, and Brookings Institution were the most cen-
tral organizations, with the more conservative Heritage Foundation
and National Association of Manufacturers at thé periphery. Over 90
percent of the policy-group directors who sat on the boards of 2 or
more of the organizations were corporate executives, mostly from very
large corporations. About half attended high-status universities as un-
dergraduates, and half were in upper-class social clubs, although only
a small percentage of them were from upper-class families originally.22

The centrality of the moderate-conservative policy planning
groups within both the corporate community and the policy planning
network was demonstrated once again in a study of an interlock net-
work for 1998 that included the directors for the 100 largest corpora-
tions, the 50 largest foundations, several major private universities,
several of the largest nonprofit organizations, like the American Red
Cross and the Boy Scouts of America, and 12 policy-planning groups,
although not quite the same 12 as in earlier studies. The most central
organization in the overall network was the Committee for Economic
Development, with the Council on Foreign Relations and the Brook-
ings Institution also on the list of the 10 most central organizations,
along with Citigroup, JP Morgan Chase, General Motors, and Procter
& Gamble. There were no foundations or charitable groups in the top
25.23 Table 4.4 presents a list of the 25 most central organizations in
this combined network.

It is now time to look at some of the policy-discussion groups in
more detail.

The Council on Foreign Relations

The Council on Foreign Relations (CFR) is the largest of the policy or-
ganizations. Established in 1921 by bankers, lawyers, and academi-
cians interested in fostering the larger role the United States would
play in world affairs as a result of World War I, the CFR’s importance
in the conduct of foreign affairs was well established by the 1930s. Be-
fore 1970, the members were primarily financiers, executives, and
lawyers, with a strong minority of journalists, academic experts, and
government officials. After that time, there was an effort to respond to
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Table 4.4 The 25 Most Central Organizations in a Network of
Corporations and Various Types of Nonprofit Groups

Rank Organization

Organizational Sector

1.

._.
o

11.
12.
13.
14.
15.

16.
17.
18.
19.
20.
21.
22,
23.
24.
25.

R A el ol

Commmittee for Economic
Development

Verizon

Sara Lee

Brookings Institution
General Motors

JP Morgan Chase

Procter & Gamble

Citigroup

Council on Foreign Relations

3M (Minnesota Mining
and Manufacturing)

Lucent Technologies
University of Chicago
Fannie Mae Corporation
GTE

National Bureau
of Economic Research

Xerox

Boeing

Business Roundtable
Conference Board
Urban Institute

MIT

Ameritech

RJR Nabisco
Johnson & Johnson
Nature Conservancy

policy-planning

business/communications
business/consumer products
think tank

business/vehicle manufacture
business/banking
business/consumer products
business/banking
policy-planning
business/manufacturing

business/communications
education
business/home mortgages
business/communications
think tank

business/documents
business/aerospace
policy-planning
policy-planning

think tank

education
business/communications
business/tobacco and food
business/health care
nonprofit/environment

Source: Moore et al., “Elite Interlocks in Three U.S. Sectors: Nonprofit, Corporate, and
Government,” 2002, p. 737, Table 3, as supplemented by a personal communication
from Moore concerning the rankings for organizations 11 through 25.

criticism by including a larger number of government officials, espe-
cially foreign-service officers, politicians, and aides to congressional
committees concerned with foreign policy. By 2000, the council had
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nearly 3,900 members, most of whom do little more than receive re-
ports and attend large banquets. Although originally strictly a discus-
sion group, the CFR now has a Studies Department that makes it the
largest think tank in the area of foreign policy as well as the leading
center for discussion groups.

Several different studies demonstrate the organization’s connec-
tions to the upper class and corporate community. A sample of 210
New York members found that 39 percent are listed in the Social Reg-
ister, and a random sampling of the full membership found 33 percent
in that directory.?? In both studies, directors are even more likely than
regular members to be members of the upper class. Overlaps with the
corporate community are equally pervasive. Twenty-two percent of the
1969 members served on the board of at least one of Fortune’s top 500
industrials, for example. In a study of the directors of 201 large corpo-
rations, it was found that 125 of these companies have 293 positional
interlocks with the CFR. Twenty-three of the very largest banks and
corporations have four or more directors who are members.2

The full extent of council overlap with the corporate community
and government became clear in a study for this book of its entire
membership list. The analysis determined that about one in every five
members is an officer or director of a business listed in Poor’s Register
of Corporations, Directors, and Executives. Membership is once again
found to be greatest for the biggest industrial corporations and banks.
Overall, 37 percent of the 500 top industrials have at least one officer
or director who is a member, with the figure rising to 70 percent for
the top 100 and 92 percent for the top 25. Twenty-one of the top 25
banks have members, as do 16 of the largest 25 insurance companies.
However, only the top 10 among utilities, transporters, and retailers
are well represented.

The success of the councils effort to include more government
officials in the enlarged council is reflected in this study. Two hundred
and fifty members are listed in the index of the Governmental Manual.
About half are politicians and career government officials; the other
half are appointees to the government who come from business, law,
and the academic community. In addition, another 184 members are
serving as unpaid members of federal advisory committees.

The organization itself is far too large for its members to issue
policy proclamations as a group. Moreover, its usefulness as a neutral
discussion ground would be diminished if it tried to do so. As things
now stand, however, its leaders can help to mediate disputes that
break out in the foreign-policy establishment and can serve in both
Republican and Democratic administrations. In fact, its board of di-
rectors virtually moved into the State Department and other govern-
ment agencies after Clinton was elected in 1992, a point that is
demonstrated in Chapter 7.
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The CFR receives its general funding from wealthy individuals,
corporations, and subscriptions to its influential periodical, Foreign
Affairs. For special projects, such as an effort to rethink U.S.-Russian
relationships, it often relies upon major foundations for support. It
conducts an active program of luncheon and dinner speeches at its
New York clubhouse, featuring government officials and national
leaders from all over the world. It also encourages dialogue and dis-
seminates information through books, pamphlets, and articles in
Foreign Affairs. The most important aspects of the CFR program, how-
ever, are its discussion groups and study groups. These small gather-
ings of about fifteen to twenty-five people bring together business
executives, government officials, scholars, and military officers for de-
tailed consideration of specific topics in the area of foreign affairs.
Discussion groups, which meet about once a month, are charged with
exploring problems in a general way, trying to define issues and iden-
tify alternatives.

Discussion groups often lead to study groups. Study groups re-
volve around the work of a visiting research fellow (financed by a
foundation grant) or a regular staff member. The group leader and
other experts present monthly papers that are discussed and criticized
by the rest of the group. The goal of such study groups is a detailed
statement of the problem by the scholar leading the discussion. Any
book that eventuates from the group is understood to express the
views of its academic author, not of the council or the members of the
study group, but the books are nonetheless published with the spon-
sorship of the CFR. The names of the people participating in the study
group are listed at the beginning of the book.

The CFR's most successful set of study groups created the frame-
work for the post-World War II international economy. Beginning in
1939 with financial support from the Rockefeller Foundation, its War-
Peace Studies developed the postwar definition of the national interest
through a comprehensive set of discussion groups. These groups
brought together approximately 100 top bankers, lawyers, executives,
economists, and military experts in 362 meetings over a five-year pe-
riod. The academic experts within the study groups met regularly with
officials of the State Department. In 1942, the experts became part of
the department’s new postwar planning process as twice-a-week con-
sultants, while at the same time continuing work on the War-Peace
project. As all accounts agree, the State Department had little or no
planning capability of its own at the time.

Although the study groups sent hundreds of reports to the State
Department, the most important one defined the minimum geograph-
ical area that was needed for the American economy to make full uti-
lization of its resources and at the same time maintain harmony with
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Western Europe and Japan. This geographical area, which came to be
known as the Grand Area, included Latin America, Europe, the
colonies of the British Empire, and all of Southeast Asia. Southeast
Asia was necessary as a source of raw materials for Great Britain and
Japan, and as a consumer of Japanese products. The American na-
tional interest was then defined in terms of the integration and de-
fense of the Grand Area, which led to plans for the United Nations, the
International Monetary Fund, and the World Bank, and eventually to
the decision to defend Vietnam from a communist takeover at all
costs. The goal was to avoid both another Great Depression and in-
creased government control of what was then seen as a very sluggish
economy.26

The Committee for Economic Development

The Committee for Economic Development (CED) was established in
the early 1940s to help plan for the postwar world. The corporate lead-
érs instrumental in creating this new study group had two major con-
cerhs at the time: (1) There might be another depression after the war;
and (2) if they did not have a viable economic plan for the postwar era,
the liberal-labor coalition might present plans that would not be ac-
céptable to the corporate community.

Its membership consisted of 200 corporate leaders in its early
years. Later it added a small number of university presidents. In addi-
tion, leading economists and public administration experts have
served as advisers and conducted research for it; many of them have
gone on to serve in advisory roles in both Republican and Democratic
administrations.

Like the CFR, the CED works through study groups that are aided
by academic experts. The study groups have considered every conceiv-
able issue from farm policy to government reorganization to campaign
finance laws, but the greatest emphasis is on economic issues of both a
domestic and an international nature. Unlike the CFR, the results of
committee study groups are released as official policy statements of the
organization. They contain footnotes in which trustees register any dis-
agreements they may have with the overall recommendations. These
statements are of great value to social scientists for studying the range
of policy orientations in the corporate community.

With the exception of a strong antiunion stance that is standard
for all corporate policy groups, the Committee for Economic Develop-
ment was once the model of a moderate-conservative group. However,
corporate leaders decided to change its orientation in the mid-1970s as
part of a general rightward shift in the face of large increases in oil
prices, rapid inflation, and rising unemployment. The story of how this
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right turn was accomplished provides an example of how a new policy
direction on the part of leading trustees can bring about shifts within a
policy group and quickly end any role for liberal experts.* This shift in
orientation was related to the liberal-labor pressure for greater govern-
ment intervention in the economy, due to the inflationary crisis of the
period. However, the specific triggers to changes in the CED were in-
ternal to the organization. First, the economist serving as president at
the time made the mistake of signing a public statement, along with
labor leaders and liberal economists, suggesting a small step toward
greater government planning. Second, a CED study group on control-
ling inflation, advised in part by liberal economists, was moving in the
direction of advocating wage and price controls by government.

CED trustees from several of the largest companies were ex-
tremely upset by what they interpreted as a trend toward greater
acceptance of government controls. They reacted on a number of lev-
els. First, several of their companies lowered their financial contribu-
tions or threatened to withdraw support altogether. Since large com-
panies make the biggest contribution to the organization’s budget,
these threats were of great concern to the president and his staff.

Second, the chairman of the trustees, a senior executive at
Exxon, appointed top executive officers from General Motors, Cutler-
Hammer, and Itek as a three-person committee to make a study of
the internal structure of the organization. One result of this study was
the retirement of the president one year earlier than expected and his
replacement by a conservative monetary economist from the Federal
Reserve Bank of Minneapolis. The new president immediately wrote
to all trustees asking for their advice on future policy directions,
pledging greater responsiveness to the trustees. He also brought in
several new staff members, one of whom said in an interview in 1995
that it was their job to neutralize liberal staff members.

Third, many of the trustees on the Research and Policy Com-
mittee, which oversees all study groups within the CED, decided to
oppose the report on inflation and price controls. In all, there were
fifteen pages of dissents attached to the report, most from a very
conservative perspective, and seven trustees voted to reject publica-
tion. Fourth, the three economists primarily responsible for drafting
the report—a university president, a prominent think-tank represen-
tative, and a CED staff member—were criticized in letters to the
CED president for having too much influence in shaping the recom-
mendations. The CED leader from Exxon later characterized the ill-
fated statement as a “poor compromise between the views of

*The following account is based on a series of interviews I conducted in 1990, 1992, and
1995 with retired CED trustees and employees, along with documents given to me on
the condition of complete confidentiality.
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trustees and a stubborn chairman and project director.” Fifth, some
trustees were personally hostile to the economists who were said to
be too liberal. The think-tank economist was even accused of being a
Communist.

The dramatic difference between the CED at the beginning and
end of the 1970s is demonstrated by a comparison of policy staternents
issued in 1971 and 1979. In the first report, the emphasis was on the
social responsibility of corporations and the need for corporations to
work in partnership with government on social problems. The report at
the end of the decade stressed the need to redefine the role of govern-
ment in a market system. The CED now ignored all the social issues it
had addressed before 1974. This change occurred even though 43 per-
cent of the 40 members of the Research and Policy Committee in 1979
were on that committee and endorsed the more liberal policy state-
ment in 1971.27 This is strong evidence that the moderate conservatives
had come to agree with ultraconservatives on many economic issues.

The organization’s internal critics also claimed that it was inef-
fective in its attempts to influence the policy climate in Washington
and that it overlapped with other policy groups in any case. Ironically,
the CED’s Washington liaison, who was not supposed to lobby be-
cause of the organization’s tax-exempt status, was one of the key links
between business and the Republicans in Congress at the time. He
went to work in the Reagan Administration in 1980, eventually end-
ing up as the president’s White House chief of staff. Although the out-
going president wrote a lengthy memo documenting CED’s
behind-the-scenes effectiveness, the new president was instructed to
firid a new niche for the organization in relation to other organiza-
tions, especially the Business Roundtable. The success of the Busi-
riess Roundtable led to a repositioning of CED by corporate
executives who were top officers in both CED and the Business
Roundtable. As one of these officers wrote in a letter to several
trustees in the summer of 1978, after a meeting with a small group of
CEOs from leading corporations:

The meeting was especially helpful in sharpening our sense of
CED'’s special role within the spectrum of major national business-
related organizations. The group was encouraged to learn of new
efforts by CED to coordinate its work with that of the Business
Roundtable, the Conference Board, the American Enterprise Insti-
tute, and others, thus minimizing duplication and overlap. CED can
be especially effective, it was felt, in synthesizing the ideas of schol-
ars and converting them into practical principles that can provide
guidance for public policy on a selected number of key issues.

None of this upheaval was visible to outside observers, which under-
scores the importance of historical studies in understanding how the
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policy network functions. The only article mentioning the CED’s prob-
lems appeared in the Wall Street Journal in December 1976. It quoted
one trustee, an executive from Mobil Oil (now part of ExxonMobil),
claiming that “in the early days, the trustees were men who saw a need
for some more government intervention, but now some of the trustees
believe the intervention has gone far enough.” An academic economist
who once advised the CED said it had “lost its purpose” and “doesn't
have the sense to go out of business.”?® It would have been hard to
know what to make of such charges at the time without extensive inter-
viewing or access to the kind of internal files that usually only become
available many years later.

When the fate of the liberal experts in this example is coupled
with the importance of foundation grants and appointments to think
tanks, it is doubtful that experts feel free to say and recommend what-
ever they wish. To the contrary, they work within the constraints of
what is acceptable to the corporate leaders who finance and direct the
organizations of the policy-planning network. What is acceptable can
vary from time to time, depending on the circumstances, but that does
not mean there are no constraints. In this case, the shift to the right by
the moderates led to the removal of liberal experts.

The Business Roundtable

The Business Roundtable, composed of CEOs from a cross section of
the corporate community, but with most of the largest 15 corporations
always represented, stands near the center of the corporate commu-
nity and the policy-planning network. Its 161 members in 2004 not
only ran major corporations, but they sat on an additional 140 corpo-
rate boards as well. These directorships are widely distributed among
corporations, but ExxonMobil, IBM, AT&T, and Citigroup each had
three directors on the Business Roundtable in addition to their own
CEOs. Moreover, the CEOs from the largest Roundtable companies
often sit on the boards of universities, foundations, think tanks, and
policy groups. For example, eight of them were trustees of the Com-
mittee for Economic Development in 2004, one of whom was a CED
vice chairman, and four were trustees of the American Enterprise In-
stitute. Although there are no recent studies that include the full range
of Business Roundtable members, the centrality of this organization
for the past 30 years is captured in Figure 4.2, which is based on an
analysis of the interlocks among 12 moderate-conservative and ultra-
conservative think tanks and policy groups in 1990.2%%

* The Business Roundtable did not rank higher in Table 4.4 because only its six-member
board of directors was included in that particular study.
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Figure 4.2 The Network around the Business Roundtable. Source:
Updated from Val Burris, “Elite Policy-Planning Networks in the United States,”
Research in Politics and Society, vol. 4, 1992, p. 124.

The 161 companies in the Business Roundtable in 2004 paid

from $10,000 to $35,000 per year in dues, depending on their size.
“THis provides a budget of over $3 million a year. Decisions on where
the Roundtable will direct its efforts are determined by a policy com-
‘mittee that meets every two months to discuss current policy issues,
create task forces to examine selected issues, and review position pa-
pers prepared by task forces. Task forces are asked to avoid focusing
on problems in any one industry and to concentrate instead on issues
that have a broad impact on business. With a staff of less than a dozen
people, the Business Roundtable does not have the capability to de-
velop its own information. However, this presents no problem because
the organization has been designed so that task force members will
utilize the resources of their own companies as well as the informa-
tion developed in other parts of the policy network.

After working behind the scenes to bring about the antiunion
changes at the National Labor Relations Board, as described in Chap-
ter 2, the Business Roundtable began its public efforts by coordinating
the successful lobbying campaign against a consumer-labor proposal
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for a new governmental Agency for Consumer Advocacy in the mid-
1970s.39 It created the Clean Air Working Group that battled the
environmental-labor coalition to a standstill from 1980 to 1990 on a
proposed tightening of the Clean Air Act, agreeing to amendments
only after several standards were relaxed or delayed and a plan to
trade pollution credits in marketlike fashion was accepted by environ-
mentalists.3! On the other hand, it helped rein in the ultraconserva-
tives in the Reagan Administration by calling for tax increases in 1982
and 1983 that began to reduce the huge deficits the administration’s
earlier tax cuts had created. In 1985, it called for cuts in defense
spending as well.32 Along with other business organizations, it quietly
opposed the attack on affirmative action by the ultraconservatives in
the Reagan Administration, pointing out that the policy had proven to
be very useful for corporate America.33 It even supported a mild ex-
tension of the Civil Rights Act in 1991, putting it at odds with the U.S.
Chamber of Commerce.?*

In 1994, it joined with the U.S. Chamber of Commerce and the
National Federation of Independent Business in defeating the Clinton
program for national health care reform.3> Then, it organized the
grassroots pressure and forceful lobbying for the corporate commu-
nity’s victories in 1994 on the North American Free Trade Agreement
and in 2000 on permanent normal trading status for China. Both of
these initiatives were strongly resisted by organized labor, environ-
mentalists, and many of their liberal allies.*¢

THE LIBERAL-LABOR POLICY NETWORK

There is also a small liberal-labor policy network. It suggests new
ideas and perspectives to liberal political organizations, unions, and
the government in an attempt to challenge the corporate community.
Because the organizations in it are small in comparison to the
corporate-backed organizations, they also serve as advocacy groups as
well as think tanks.

Several organizations in the liberal-labor network receive some
of their financial support from labor unions, but the sums are seldom
more than a few hundred thousand dollars per year. However, it is dif-
ficult to know the exact figures because the donations come from dif-
ferent unions, and the AFL-CIO is not enthusiastic about the idea of
compiling the totals. The liberal policy groups also receive grants from
a small number of liberal foundations, and grants for specific projects
from a few mainstream foundations, especially Ford and Rockefeller.
Even with grants from the mainstream foundations and backing from
labor unions, the liberal-labor policy organizations usually do not
come close to matching the budgets of their moderately conservative
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and ultraconservative opponents. Most liberal groups have budgets of
less than $10 million a year, only one-fourth or one-fifth the figures for
the Brookings Institution, the American Enterprise Institute, and the
Heritage Foundation. Table 4.5 shows the major foundation support-
ers for six liberal groups in 2001 and 2002.

As previously noted, the liberal-labor coalition has excellent
media connections, in part because some of its members are promi-
nent journalists. Although its reports are not featured as often as those
of its conservative rivals, it nonetheless has the ability to obtain wide
coverage for stories critical of corporate policy proposals. This media
visibility is further enhanced by claims about liberal-labor power in
ultraconservative fund-raising pitches. The successes and failures of
the liberal-labor policy network are examined in Chapters 6 and 7.

THE POWER ELITE

In concert with the large banks and corporations in the corporate
community, the foundations, think tanks, and policy-discussion
groups in the policy-planning network provide the organizational
basis for the exercise of power on behalf of the owners of all large
income-producing properties. The leaders of these organizations are
therefore the institutionalized leadership group for those who have an
economic stake in preserving the governmental rules and regulations
that maintain the current wealth and income distributions.

This leadership group is called the power elite. The power elite is
composed of members of the upper class who have taken on leader-
ship roles in the corporate community and the policy network, along
‘with high-level employees in corporations and policy-network organi-
zations. More formally, the power elite consists of those people who
s€rve as directors or trustees in profit and nonprofit institutions con-
‘trolled by the corporate community through stock ownership, finan-
cial support, or involvement on the board of directors. This precise
defiriition includes the top-level employees who are asked to join the
boards of the organizations that employ them. The definition is useful
for research purposes in tracing corporate involvement in voluntary
associations, the media, political parties, and government.*

The concept of a power elite makes it possible to integrate class
and organizational insights in order to create a more complete theory

Although the power elite is a leadership group, the phrase is usually used with a plural
verb in this book to emphasize that the power elite are also a collection of individuals
who have some internal policy disagreements, as well as personal ambitions and rival-
ries that receive detailed media attention and often overshadow the general policy
consensus.



Table 4.5 Six Liberal Groups and Their Main Foundation Funders in 2001 and 2002

Think Tanks!
Center
Econowmic on Budget New Consumer Center Institute Total

Policy and Policy America Federation  for Defense for Policy = Foundation
Foundations? Institute Priorities Foundation  of America Information Studies Donations
Ford Foundation  $2,300,000 $3,300,000 $148,000 $500,000 $525,000 $230,000 $7,003,000
MacArthur
Foundation $1,200,000 $6,600,000 — — $50,000 $400,000 $8,250,000
Mott Foundation $530,000 $700,000 $300,000 —_ —_ $480,000 $2,010,000
Rockefeller
Foundation $300,000 $50,000 $50,000 $150,000 — — $550,000
Open Society
Institute $225,000 $350,000 $100,000 — — — $675,000
Casey Foundation $50,000 $826,000 $38,000 $100,000 — — $1,014,000
Arca Foundation — $50,000 $60,000 $25,000 $50,000 $185,000
Total Donations
to Group $4,605,000 $11,826,000 $686,000 $810,000 $600,000 $1,110,000

1. These groups received funding from other sources as well.

2. These foundations gave to many other groups as well.

Source: Foundation Grants Index on CD-ROM version 3.0 (New York: The Foundation Center, 2004).
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Figure 4.3 A multinetwork view of how the power elite is drawn from
three overlapping networks of people and institutions: the corporate
community, the social upper class, and the policy-formation network.
The power elite is defined by the thick lines.

of power in America. Once again, as in the case of corporations, the
key point is that any differences between class and organizational per-
spectives on issues are worked out in meetings of the boards of direc-
tors, where wealthy owners and CEOs from major corporations meet
with the top employees of the policy-network organizations. This in-
tertwining of class and organizational theories is discussed further in
the last chapter, when the main alternative theories are compared with
the one that is unfolding in this book.

In theory, the corporate community, the upper class, and the
policy-planning network, which together provide the organizational
basis and social cohesion for the power elite, can be imagined in terms
of the three intersecting circles presented in Figure 4.3. A person can
be a member of one of the three, or two of the three, or all three. There
can be upper-class people who are only socialites, and therefore play
no part in the exercise of power, even though they are wealthy. There
also can be corporate leaders who are neither upper class nor involved
in-policy planning, focusing exclusively on their roles in the corporate
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community. And there can be policy experts who are neither upper
class nor members of the corporate community, spending all their
time doing research and writing reports. More broadly, not all mem-
bers of the upper class are involved in governing, and not all members
of the power elite are well-born and wealthy.

As a practical matter, however, the interrelations among these
three sectors are closer than the image of three intersecting circles
would indicate. A majority of the male members of the upper class be-
tween 45 and 65 are part of the corporate community as financiers,
active investors, corporate lawyers, officers of privately held compa-
nies, or titled executives, although not necessarily as directors in top
corporations. Then, too, some members of the policy network become
involved in the corporate community as consultants and advisers even
though they do not rise to the level of corporate directors. In other
words, the corporate community becomes the common sector that
encompasses many of the older males within the three overlapping
circles.

Although this chapter provides evidence for the existence of a
network of policy-planning organizations that is an extension of the
corporate community in its financing and leadership, it does not claim
there is a completely unified power-elite policy outlook that is easily
agreed upon. Instead, it shows that the upper class and corporate
community have created a complex and only partially coordinated set
of institutions and organizations. They often disagree among them-
selves about what policies are most compatible with the primary ob-
jectives of the corporate community. Nonetheless, the emphasis has to
be on the considerable similarity in viewpoint among institutions that
range from moderately conservative to highly conservative in their
policy suggestions. Moreover, even though they are not able to agree
completely among themselves, they have accomplished an even more
important task: They have been able to marginalize the few experts
with a more liberal point of view.

This chapter thus provides evidence for another form of power
exercised by the corporate community and upper class through the
power elite—expertise. Expert power is an important complement to
the structural economic power and social power discussed in the two
previous chapters. Since government officials with only small policy-
planning staffs must often turn to foundations, policy groups, and
think tanks for new ideas, it is once again a form of power that can be
exercised without any direct involvement in government.

Structural power, social power, and expertise are formidable
quite independent of any participation in politics and government, but
they are not enough to make owners and top executives a dominant
class because they do not ensure domination of government. It still
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could be possible for the liberal-labor coalition to use government leg-
islation to bring about some redistribution of the country’s wealth and
income in a democratic way. In addition, government can pass laws
that help or hinder profit-making, and it can collect and utilize tax
funds in such a way as to stimulate or discourage economic growth.

Given the great stakes involved, there is too much uncertainty in
the relationship between the corporate community and the govern-
ment for the power elite to rely solely on structural economic power,
social power, and expertise to ensure that their interests are realized.
They therefore work very hard to shape public opinion, influence
elections, and determine government policy on the issues of concern
to them.






5

The Role of Public Opinion

Due to the constitutional protections surrounding free speech and the
right of assembly, there is the potential for public opinion to have
great influence on government policies. Because citizens can organize
groups to express their preferences to elected officials on specific pol-
icy issues, members of the power elite worry that the opinions of ordi-
nary citizens might lead to policies they do not like. In fact, the
opinions of the majority have differed from those of the power elite on
several economic issues for many generations, so they do everything
they can to shape public opinion and guarantee the success of the poli-
cies they favor.

To the degree that something as general and nebulous as public
opinion can be known in a country with 3.5 million square miles and
over 280 million people, it is largely through public opinion surveys.
Such surveys, however, present only a rough idea of what people in
general actually think because the results are highly sensitive to a
number of factors, especially the order of questions and the way they
are worded. The lack of any social context when a question is asked
over the telephone also makes the replies to many questions suspect.
Thus, it is very difficult to know what the public’s opinion is on an
issue if polls have to be relied upon.

Ironically, polls are probably most valuable to members of the
power elite, who analyze them to determine the words, phrases, and
images to use in packaging the policies they wish to implement.! Polls
may even be used to create the impression that the public favors one

109



110 THE ROLE OF PUBLIC OPINION

or another policy, when in fact there is no solidified public opinion on
the issue. In addition, as one public opinion expert argues, “The rigid,
structured nature of polling may narrow the range of public discourse
by defining the boundaries for public debate, and by influencing the
ways that journalists report on politics.”? Polls produce their best re-
sults on a question of greatest use to politicians: how are different
groups of people likely to vote in an upcoming election?

The weaknesses of polling aside, the results of several decades of
such surveys present a seeming paradox. On the one hand, the an-
swers to questions repeated over the years on issues on which people
have direct experience suggest that public opinion is rational and sen-
sible within the context of their lives and the quality of the informa-
tion available to them. For example, more people accept the idea of
women working outside the home as they see more women in the
workplace. More white people came to have positive opinions con-
cerning African-Americans as they learned more about the Civil
Rights Movement.? On the other hand, polls asking about the stands
taken by elected officials or the respondents’ views on specific issues
being considered in Congress suggest that most people pay little at-
tention to politics, have a limited understanding of the options being
considered, and do not develop opinions on impending legislation
even when it has received much attention in the media. These findings
suggest it is unlikely that public opinion is focused enough on any
specific issue to have any independent effect.*

In terms of understanding how the power elite shape government
policies, there are three questions that need to be answered in regard
to the possible influence of public opinion.

1. Do the power elite have the capacity to shape public opinion
on issues of concern to them, thereby making any correlation that is
later discovered between public opinion and public policy irrelevant
for claims about the influence of public opinion?

2. To the degree that public opinion on some issues is indepen-
dent of the shaping efforts of the power elite, is there any evidence
that those opinions have an impact on policy?

3. Are there issues on which the power elite expend little or no
effort to shape public opinion, rendering public influence on those
issues irrelevant to the question of corporate power?

The exploration of these three questions begins with an analysis
of the general way in which the power elite operates in the arena of
public opinion.
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THE OPINION-SHAPING PROCESS

Many of the foundations, policy-planning groups, and think tanks in
the policy-planning network also operate as part of an opinion-shaping
network. In this network, however, they are joined by two other very
weighty forces, large public relations firms and the public affairs de-
partments of the major corporations. Both have expert staffs and the
ability to complement their efforts with financial donations from the
corporate foundations discussed in the previous chapter. These core
organizations are connected to a diffuse dissemination network that
includes local advertising agencies, corporate-financed advertising
councils, special committees to influence single issues, and the mass
media. In contrast to the policy-planning process, where a relatively
small number of organizations do most of the work, there are hun-
dreds of organizations within the opinion-shaping process that spe-
cialize in public relations and education on virtually every issue. Thus,
at its point of direct contact with the general public, the opinion-
molding process is extremely diverse and diffuse. A general picture of
the opinion-shaping network is provided in Figure 5.1

The policy discussion groups do not enter into the opinion-
shaping process directly, except through releasing their reports to
newspapers and magazines. Instead, their leaders set up special com-
mittees to work for changes in public opinion on specific issues. To
create an atmosphere in which policy changes are more readily ac-
cepted by the general public, these committees usually attempt to pic-
ture the situation as one of great crisis. For example, this is what the
“Committee on the Present Danger did in the mid-1970s in order to
gain public support for increased defense spending, claiming that gov-
ernment estimates of Soviet defense spending and military capability
were far too low. Both claims proved to be patently false.> Similarly,
the perception of a health-care crisis in the late 1980s was in good part
the product of corporate concern about the rising costs of their health
benefit plans.®

One of the most important goals of the opinion-shaping network
is to influence public schools, churches, and voluntary associations
by establishing a supportive working relationship with them. To that
end, organizations within the network have developed numerous links
to these institutions, offering them movies, television programs,
books, pamphlets, speakers, advice, and financial support. However,
the schools, churches, and voluntary associations are not part of the
network. Rather, they are independent seftings within which the
power elite must constantly contend with spokespersons from the
liberal-labor coalition and the Christian Right. To assume otherwise
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Figure 5.1 The General Network through Which the Power Elite Tries
to Shape Public Opinion.

would be to overlook the social and occupational affiliations of the
members, along with the diversity of opinion that often exists in these
institutions of the middle and lower levels of the social hierarchy.

To prevent the development of attitudes and opinions that might
interfere with the acceptance of policies created in the policy-planning
process, leaders within the opinion-molding process also attempt to
build upon and reinforce the underlying principles of the American be-
lief system. Academically speaking, these underlying principles are
called laissez-faire liberalism, and they have their roots in the work of
several European philosophers and the American Founding Fathers.
These principles emphasize individualism, free enterprise, competition,
equality of opportunity, and a minimum of reliance upon government in
carrying out the affairs of society. Slowly articulated during the cen-
turies-long rise of the capitalist system in Europe, they arrived in Amer-
ica in nearly finished form. They had no serious rivals in a small new
nation that did not have a feudal past or an established state church.’
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Although this individualistic belief system remains pervasive, it
is only an independent factor in shaping the opinions and behaviors of
Americans because rival power groups like the liberal-labor coalition
lack the organizational base in unions, churches, or a political party to
demonstrate the viability of a more communal, cooperative, and pro-
government alternative. American cultural beliefs that seem timeless
are in fact sustained by the pervasiveness of organizations created and
funded by the power elite. Such beliefs, in other words, are “institu-
tionalized,” turned into taken-for-granted habits and customs, and
then constantly reinforced by how organizations function.

These unchallenged values are known to most citizens as plain
“Americanism.” They are seen as part of human nature or the product
of good commmon sense. If Americans can be convinced that some pol-
icy or action is justified in terms of this emotion-laden and unques-
tioned body of beliefs, they are more likely to accept it. Thus, the
organizations that make up the opinion-shaping network strive to be-
come the arbitrators of which policies and opinions are in keeping
with good Americanism, and which are not. These organizations
struggle against the liberal-labor coalition and the New Christian
Right to define what policies are in the national interest, and to iden-
tify those policies with Americanism.

The efforts of the opinion-shaping network sometimes reach a
more subtle level as well. Even though many people do not accept the
overt messages presented in ads, speeches, and booklets, they often
accept the implicit message that their problems lie in their own per-
sonal inadequacies. An individualistic ideology, with its strong empha-
sis on personal effort and responsibility, not only rewards the
successful, but blames the victims.* Educational failure and other so-
cial problems, which are best understood in terms of the ways in
which a class system encourages some people and discourages others,
are turned into reproaches of the victims for their alleged failure to
correct personal defects and take advantage of the opportunities of-
fered to them.® A classic study based on in-depth interviews explains
how an individualistic ideology leaves many working people with a
paralyzing self-blame for their alleged failures even though they know
the social system is not fair to them:

Workingmen intellectually reject the idea that endless opportunity
exists for the competent. And yet, the institutions of class force
them to apply the idea to themselves: If I don't escape being part of

*An ideology is the complex set of rationales and rationalizations through which a
group, class, or nation interprets the world and justifies its actions. An ideology usually
is fervently believed by those who espouse it.
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the woodwork, it’s because I didn't develop my powers enough.
Thus, talk about how arbitrary a class society’s reward system is
will be greeted with general agreement—with the proviso that in
my own case I should have made more of myself.?

This self-blame is important in understanding the reluctant acquies-
cence of wage earners in an unjust system:

Once that proviso (that in my own case I should have made more of
myself) is added, challenging class institutions becomes saddled
with the agonizing question, Who am I to make the challenge? To
speak of American workers as having been “bought off” by the sys-
tern or adopting the same conservative values as middle-class sub-
urban managers and professionals is to miss all the complexity of
their silence and to have no way of accounting for the intensity of
pent-up feeling that pours out when working people do challenge
higher authority.10

The system is not fair, but that’s the way things are: The average
American seems to have a radical critique and a conservative agenda,
and the result is a focus on the pleasures of everyday life and a grum-
bling acceptance of the political status quo.

Public Relations/Public Affairs

Public relations is a multibillion-dollar industry created by the power
elite in the 1920s for the sole purpose of shaping public opinion. There
are hundreds of important independent firms, but much of the major
work is done by a few large ones. One of the biggest, Burson-
Marsteller, with 63 offices in 32 countries and clients ranging from
General Electric to Philip Morris to the National Restaurant Associa-
tion, had revenues of $259.1 million in 2001. Most public relations
firms are in turn owned by even larger advertising companies. Burson-
Marsteller, for example, is owned by Young & Rubicam, which had
billings of over $10 billion in the same year.

Public-relations firms usually do not run general campaigns
aimed to shape overall public opinion. Instead, they are hired to work
on very specific issues and are asked to focus on relatively narrow tar-
get audiences. Burson-Marsteller created the National Smokers Al-
liance in the early 1990s for the tobacco industry, sending its paid
canvassers into bars to find members and potential activists. The
largest PR firm, Weber Shandwick Worldwide, with revenues of
$426.6 million in 2001, helped plan Earth Day in 1995; its client list in-
cludes Procter & Gamble, Monsanto Chemicals, and the Western Live-
stock Producers Alliance. Another firm, National Grassroots and
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Communications, specializes in creating local organizations to oppose
neighborhood activists.!! Still another, Nichols-Dezenhall Communi-
cations Management Group, concentrates on helping corporations by
“aggressively exposing and discrediting” their critics.!?

Public relations sometimes operates through the mass media, so
it is not surprising that one-third of its 150,000 practitioners are for-
mer journalists, and that about half of current journalism school grad-
uates go into one form of public relations work or another. Some
public relations experts with journalism backgrounds put their con-
tacts to work by trying to keep corporate critics from appearing in the
media. One company keeps personal files on practicing journalists for
possible use in questioning their creditability. Public relations experts
use their skills to monitor the activities of groups critical of specific in-
dustries, everyone from animal-rights groups opposed to the use of
animals in testing cosmetic products to antilogging groups. Some of
the actions taken against these groups, which include infiltration
of meetings and copying materials in files, add up to spying.!3

Public affairs, on the other hand, is a generally more benign form
of public relations, practiced by departments within the large corpora-
tions themselves. Here, the emphasis is on polishing the image of cor-
porations rather than criticizing journalists and opposition groups.
These departments are more frequently staffed by women and minori-
ties than other corporate departments, in order to provide the com-
pany with a human face reflective of the larger community. In one
large corporation, the employees in public affairs refer to their depart-
ment as the “velvet ghetto” because the job is a pleasant one with an
excellent salary and expense account, but one that rarely leads to posi-
tions at the top of the corporation.!4

The first task of employees in public affairs departments is to
gather newspaper stories and radio-TV transcripts in order to monitor
what is being said about their own corporation at the local level. They
then try to counter any negative commentary by placing favorable sto-
ries in local newspapers and giving speeches to local organizations.
They also join with members of other public affairs departments in an
effort to shape public opinion in the interests of corporations in gen-
eral. The general goal of public affairs personnel is “looking good and
doing good.”15

The efforts of the public affairs departments are supplemented
by the large financial gifts they are able to provide to middle-class
charitable and civic organizations through the corporation’s founda-
tion. Their donations topped $6.1 billion in 1994, 33 percent of which
went to education, 25 percent to health and charitable services, 12
percent to civic and community affairs, and 11 percent to culture and
the arts.!® The emphasis on improving the image of the corporation
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Table 5.1 Top Donations to Nonprofit Groups by Selected Corporate
Foundations in 2001 or 2002

Company Recipient Size of Grant
Ford Motor Conservation International $5.0 million
SBC Citizens Scholarship Foundation $4.2 million
Kellogg Consumers Union $4.0 million
Wal-Mart Family  Children’s Miracle Network $3.3 million
ExxonMobil Education Alliance $2.0 million
Verizon Inner-City Scholarship Fund $2.0 million
General Motors National Safe Kids Campaign $1.0 million
Citigroup Habitat for Humanity $1.0 million
Cannon Mills Boys & Girls Clubs $1.0 million
Sara Lee Chicago Theater Group $1.0 million

Source: Foundation Grants Index on CD-ROM version 3.0 (New York: The Foundation
Center, 2004).

and cultivating good will is seen most directly in the fact that it is cig-
arette companies and corporations with poor environmental reputa-
tions that give the most money to sporting events, the arts, and the
Public Broadcasting System.!” Table 5.1 presents examples of the
largest donations by corporate foundations to nonprofit organizations
in 2001 and 2002.

In the case of some of the largest charitable groups and civic as-
sociations, directors and executives from the top corporations serve
on the boards of directors as well as giving financial support. They
thereby join with women of the upper class in bringing the power-
elite perspective to some of the organizations that serve the largest
numbers of middle-level Americans. In a study of director interlocks
between the 100 largest industrial corporations and national non-
profit groups, there were 37 links with the United Way, 14 with the
Boys and Girls Clubs of America, and 14 with the Boy Scouts of
America.!8

The attempt to establish good relationships with a wide range of
voluntary organizations through both public relations departments
and board memberships reinforces the ethic within these organiza-
tions to avoid any talk of politics. They therefore can rarely, if ever,
play a role in creating a public debate about political issues, even
though some members of such groups tell researchers privately of
their personal concerns about larger social injustices. Based on these
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studies, it seems doubtful that many voluntary associations carry out
the important function that has been claimed for them by theorists of
democracy since the nineteenth century.!?

But despite these various efforts, public relations departments
cannot control public opinion toward corporations in general. This is
best seen in the fact that there was a decline in respect for corpora-
tions from the late 1960s to the mid-1970s in the face of criticism by
antiwar and environmental activists, revelations concerning illegal
campaign funding, and evidence of involvement in bribing foreign
governments; and then again after 2001 due to the financial scandals
involving Enron, WorldCom, and several other well-known compa-
nies. What public relations specialists backed by corporate largesse
can do, however, is create a positive attitude toward specific corpora-
tions in the communities where they are located, or at least a reluc-
tance to bite the hand that feeds local voluntary associations. They can
thereby make it difficult to mobilize average citizens against local cor-
porations on a particular grievance. People may be critical of corpora-
tions in opinion polls, but they usually do not want to confront the
corporations in their own cities.

The Advertising Council

Although it is not feasible to discuss many of the numerous small or-
ganizations that attempt to shape public opinion, the Advertising
Council, usually called the Ad Council, provides a good example of
how they operate. In effect, it sells the free enterprise system through
public-interest advertising on a wide range of issues, calling individu-
alism and Americanism into service on behalf of the power elite.

- The Ad Council began its institutional life as the War Advertising
Council during World War II, founded as a means to support the war
effort through advertising in the mass media. Its work was judged so
successful in promoting a positive image for the corporate community
that it was continued in the postwar period. With an annual budget of
only a few million dollars, the council nonetheless places over $1.55
billion worth of free advertising each year through radio, television,
magazines, newspapers, billboards, and public transportation.2 After
the council leaders decide on what campaigns to endorse, the specifics
of the program are given to a Madison Avenue advertising agency,
which does the work without charge.

Most council campaigns seem relatively innocuous and in a pub-
lic interest that nobody would dispute. Its best-known figures, Smokey
Bear and McGruff the Crime Dog, were created for the campaigns
against forest fires and urban crime. However, as one media analyst
demonstrates in a detailed study of these campaigns, many of them
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have a strong slant in favor of corporations. The council’s environmen-
tal ads, for example, suggest that “people start pollution, people can
stop it,” thereby putting the responsibility on individuals rather than
on a system of production that allows corporations to avoid the costs
of disposing of their waste products by dumping them into the air or
water. A special subcommittee of the council’s Industry Advisory Com-
mittee gave very explicit instructions about how this particular ad
campaign should be formulated: “The committee emphasized that the
advertisements should stress that each of us must be made to recog-
nize that each of us contributes to pollution, and therefore everyone
bears the responsibility.”?! Thus, the Keep America Beautiful cam-
paign is geared to show corporate concern about the environment
while at the same time deflecting criticism of the corporate role in pol-
lution by falling back on the individualism of the American creed.

The Ad Council reacted to the shock of 9/11 in 2001 by reorganiz-
ing itself to reflect its original wartime footing, creating a Coalition
Against Terrorism headed by a recently retired executive from one of
the public relations/advertising conglomerates. It now sees its primary
mission as “supporting the country and the war effort” through ad
campaigns that will stress the importance of freedom and the dangers
of losing it. It quickly offered its services to the White House, which
replied that it should keep doing what it already had been doing. At
the same time, the council mounted a campaign extolling the virtues
of diversity, showing people of different racial and religious back-
grounds who proclaim “I am an American.”2?

The effectiveness of such campaigns is open to question. It is not
clear that they have a direct influence on very many opinions. Studies
by social scientists suggest that advertising campaigns of a propagan-
distic nature work best “when used to reinforce an already existing no-
tion or to establish a logical or emotional connection between a new
idea and a social norm.”?3 Even when an ad campaign can be judged a
failure in this limited role, it has filled a vacuum that might have been
used by a competing group. Thus, the council has the direct effect of
reinforcing existing values while simultaneously preventing groups
with a different viewpoint from presenting their interpretation of
events.

The Ad Council is typical of a wide variety of opinion-shaping or-
ganizations that function in specific areas from labor relations, where
the National Right to Work Committee battles union organizers, to
something as far removed as the arts, where the Business Committee
for the Arts encourages the artistic endeavors of low-income children
as a way to boost the morale of those trapped in the inner city. These
groups have three functions:
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1. They provide think-tank forums where academics, journal-
ists, and other cultural experts can brainstorm with corporate leaders
about the problems of shaping public opinion.

2. They help to create a more sophisticated corporate con-
sciousness through forums, booklets, speeches, and awards.

3. They disseminate their version of the national interest and
good Americanism to the general public on issues of concern to the
power elite.

SHAPING OPINION ON FOREIGN POLICY

The opinion-shaping network achieves its clearest expression and
greatest success in the area of foreign policy, where most people have
little information or interest, and are predisposed to agree with top
leaders out of patriotism and a fear of whatever is strange or foreign.
“Especially in the realm of foreign policy,” two experts on public opin-
ion conclude, “where information can be centrally controlled, it seems
especially likely that public opinion is often led.” They say that this
leading is done by “public officials and other influential groups and in-
dividuals.”?* Because so few people take a serious interest in foreign
policy issues, the major efforts in opinion-shaping are aimed toward a
small stratum of highly interested and concerned citizens of college-
educated backgrounds.

The most prominent organization involved in shaping upper-
middle-class public opinion on foreign affairs is the Foreign Policy
Association (FPA), based in New York. About one-third of its seventy-
six—person governing council are also members of the Council on For-
.eign Relations. Although the FPA does some research and discussion
work, its primary focus is on molding opinion outside the power elite,
a division of labor with the Council on Foreign Relations that is well
tnderstood within foreign policy circles. The FPAs major effort is an
intensive program to provide literature and create discussion groups
in middle-class organizations and on college campuses, working
closely with local World Affairs councils. Its general activities are
backed by several dozen private and corporate foundations. In 2001
and 2002, for example, it received $380,000 from the Luce Founda-
tion, funded by the founder of the Time-Life empire; $360,000 from
the Starr Foundation, created by an insurance magnate; and from
$10,000 to $100,000 from 12 other foundations, including $30,000
from the ExxonMobil Foundation and the Morgan Chase Foundation.

Although the efforts of the foreign policy groups are important in
shaping opinions among the most attentive publics, the actions and
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speeches of the president and his top foreign-policy officials are the
strongest influences on general public opinion. Public opinion polls
conducted before and after an escalation in the war in Vietnam still
provide one of the most dramatic examples of this point. Before the
bombing of Hanoi and Haiphong began in late spring 1966, the public
was split fifty-fifty over the question of bombing, but when asked in
July 1966, after the bombing began, if “the administration is more
right or more wrong in bombing Hanoi and Haiphong,” 85 percent
were in favor. Similarly, 53 percent of the public approved of the 1983
invasion of the Caribbean island of Grenada when they first heard
about it, but 64 percent did so after President Reagan gave a nation-
wide television address to explain the decision. College-educated
adults and people in younger age groups are most likely to show this
change in opinion shortly after a presidential initiative.?> However,
there are limits to the shaping of public opinion on foreign policy
when social stability is threatened and there is potential for social
protest. For example, opposition to both the Korean and Vietnam
Wars grew consistently as the number of American casualties contin-
ued to mount, and demonstrations and teach-ins at universities in the
mid-1960s helped consolidate a large minority against the Vietnam
War by 1967 and probably played a role in halting the escalation of the
ground war. A strong nuclear disarmament movement also developed
in the early 1980s when it seemed like the Reagan Administration was
going to destabilize the nuclear balance.2¢

TRYING TO SHAPE OPINION ON ECONOMIC POLICY

Corporate leaders find the generally liberal opinions held by a major-
ity of people on economic issues to be very annoying and potentially
troublesome. They blame these liberal attitudes in part on a lack of
economic understanding. They label this alleged lack of understand-
ing economic illiteracy, a term that implies that people have no right to
their opinions because of their educational deficiencies. They claim
these negative attitudes would change if people had the facts about the
functioning of corporations and the economy, and they have spent
tens of millions of dollars trying to present the facts as they see them.
However, attempts to shape public opinion on domestic economic is-
sues, where people feel directly involved and have their own experi-
ences upon which to rely, are usually less successful than in the area of
foreign policy.

These points can-be demonstrated by a look at the central orga-
nization in the field of economic education, the National Council on
Economic Education (NCEE). It is only one of many organizations
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Table 5.2 Donations to the National Council for Economic Education by
Corporate Foundations in 2001 or 2002

Corporate Foundation Amount
Bank of America $1,100,000
Goldman Sachs $£550,000
WorldCom $258,700
International Paper $170,000
Northwestern Mutual $50,000
UPS $50,000
‘Ford Motor $40,000
ExxonMobil $27,000
American Express $25,000
Wells Fargo $25,000
Wal-Mart $20,000
Procter & Gamble $15,000
Bristol-Myers Squibb $10,000
Citigroup $10,000
General Mills $10,000
Total $2,360,700

Sotirce: Compiled from the Foundation Grants Index on CD-ROM version 3.0 (New
York: The Foundation Center, 2004).

that attempt to shape public opinion on domestic economic issues,
but its efforts are typical in many ways. Founded in 1949 by leaders
‘'within the Committee for Economic Development, who wanted to
counter the strident ultraconservative economic educational efforts of
the National Association of Manufacturers, the NCEE received much
of its early funding from the Ford Foundation.?” Most of its financial
support now comes from corporations and corporate foundations.
Table 5.2 lists its corporate foundation support for 2001 and 2002.
The NCEE’s twenty-nine—person board reflects the fact that it is
part of the opinion-shaping network. It includes the founder of
Burson-Marsteller, the public relations firm; vice presidents from
Ameritech and General Mills; the chief economist from AT&T; a vice
president from the American Farm Bureau Federation's insurance
company; and four university professors. The board is unusual in
that it has included leaders from the AFL-CIO since the outset. In
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2000, for example, the union’s directors of education and public pol-
icy were on the board.

The NCEE attempts to influence economic understanding by
means of books, pamphlets, videos, and press releases. Its most im-
portant effort is aimed toward elementary and high schools through
its “Economics America” program. This program provides schools
with the curriculum plans and materials that are needed to introduce
basic economic ideas at each grade level. To prepare teachers to carry
out the curriculum, the NCEE has created a network of state councils
and 260 university centers to coordinate the training of teachers in the
nation’s colleges and universities. The NCEE claims that:

Each year the network trains about 120,000 teachers serving 8 mil-
lion students. More than 2,600 school districts, teaching about 40
percent of the nation’s students, conduct comprehensive programs
in economic education with assistance from the network.28

As this brief overview shows, the NCEE’s program begins in cor-
porate board rooms and foundation offices, flows through affiliated
councils and university centers, and ends up in teacher-training pro-
grams and public school curricula. In that regard, it is an ideal exam-
ple of the several steps and organizations that are usually involved in
attempts to shape public opinion on any domestic issue. And yet, de-
spite all this effort, the level of “economic illiteracy,” according to polls
taken for the corporations, remains as high today as it was in the
1940s. The average American receives a score of 39 percent; college
graduates average 51 percent.?? This inability to engineer whole-
hearted consent to the views of the power elite on economic issues re-
veals the limits of the opinion-shaping process in general. These limits
are in good part created by the work experiences and general observa-
tions of average citizens, which lead them to be skeptical about many
corporate claims. Then, too, the alternative analyses advocated by
trade unionists, liberals, socialists, and middle-class ultraconserva-
tives also have a counteracting influence.

Although the power elite is not able to alter the liberal views held
by a majority of Americans on a wide range of economic issues, this
does not necessarily mean that the liberal opinions have much influ-
ence. To the contrary, a large body of evidence suggests that the ma-
jority's opinion is often ignored. This point is made most clearly by the
right turn taken by the Carter and Reagan administrations from 1978
to 1983, despite stromng evidence that the public remained liberal on
the issues under consideration: “Throughout that period the public
consistently favored more spending on the environment, education,
medical care, the cities, and other matters, and it never accepted the
full Reagan agenda of ‘deregulation.’”?? An even more detailed analy-
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sis of survey data relating to the alleged rightward shift found little
support for the claim except on issues of crime. It concludes Demo-
cratic and Republican leaders embraced conservatism in the 1970s,
but that the American electorate did not follow their lead.!

It is usually possible to ignore public opinion on domestic eco-
nomic issues for several intertwined reasons. First, the general public
lacks an organizational base for making direct contact with legisla-
tors, which makes it very hard for people to formulate and express
opinions on complex and detailed legislation. Second, as explained in
Chapter 6, the two-party system makes it difficult to influence policy
through the electoral process. Third, as shown in Chapter 7, liberal
initiatives are blocked by a conservative voting bloc in Congress that is
by and large invulnerable to liberal public opinion.

SOCIAL ISSUES

Several highly charged social issues receive great attention in the mass
medija and figure prominently in political campaigns: abortion, same-
sex marriage, the death penalty, gun control, school prayer, and
pornography. Despite the time and energy that goes into these issues,
they are not ones that are of concern to the power elite. There is no
power-elite position on any of them. Some individuals within the
power elite may care passionately about one or more of them, but
these issues are not the subject of discussion at the policy groups or of
position papers from the mainstream think tanks because they have
no direct bearing on the corporate community.

Nonetheless, these issues are often front and center in battles be-
tween the corporate-conservative and liberal-labor coalitions, because
liberals seek changes on all of them and social conservatives resist or
try to undo such changes. Although the Christian Right is deeply and
genuinely concerned with moral issues as a matter of principle, such is-
sues are seen by top-level Republican leaders primarily as cross-cutting
issues that can be used as wedges in trying to defeat liberal-labor can-
didates in the electoral arena. These issues are thought to be useful to
conservatives because voters who agree with the liberal-labor coalition
on economic issues often disagree with it on one or more social issues,
providing an opportunity for conservatives to win their allegiance. Al-
though a majority of Americans were liberal or tolerant on most of
these issues by the 1980s, conservatives nonetheless stress them be-
cause they increase voter turnout among religious conservatives and
perhaps win over a few percent of middle-of-the-road voters. If each of
these issues appeals to just a handful of voters, the cumulative effect
can make a difference in close elections. Social issues are therefore a
key part of the corporate-conservative electoral strategy even though
they are not issues of substantive concern to the power elite.
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The importance of these wedge issues for conservatives was first
seen in the case of reactions to the civil and voting rights won by
African-Americans and their liberal white allies in the mid-1960s. The
resentments generated in most Southern whites by these gains for
African-Americans were used by Republican presidential candidate
Barry Goldwater in 1964 to capture the four traditionally Democratic
states of South Carolina, Georgia, Alabama, and Mississippi, the only
states he won besides his home state of Arizona. They were then used
by the Democratic governor of Alabama, George Wallace, to win 13.5
percent of the vote nationwide in his third-party presidential race in
1968, thereby taking away enough angry white Democratic votes to
give Richard Nixon a very narrow victory over his Democratic oppo-
nent. In 1972, President Nixon solidified these voters for the Republi-
cans at the presidential level, especially in the South, paving the way
for the Reagan-Bush era from 1980 to 1992 and the Bush-Cheney vic-
tories in 2000 and 2004. From the 1970s on, first busing and then affir-
mative action were used as wedge issues by Republicans, later joined
by abortion, school prayer, and gun control.32

Even today, however, when there is media emphasis on “moral
values” as a key determinant of voting behavior, there is nonetheless a
wide range of evidence that some of the white vote is still an antiblack
vote, not in the sense of individual prejudices, but in the sense that
whites vote to maintain their superior group position whenever they
feel threatened by African-Americans as a rival power group. The
power issues involved are eloquently summarized in the most detailed
and thorough analysis of the situation facing African-Americans in the
United States in the early twenty-first century:

Electoral competition between blacks and whites and the mobiliz-
ing of black voters undermines the taken-for-granted political order,
which assumes that whites will be in control and blacks will accede
to the arrangement. For blacks, electirig an African-American legis-
lator promises political influence and signifies that the rules of the
old racial order no longer operate. For whites, on the other hand, it
disrupts racial hierarchies, threatens their perceived superiority,
and undermines the normality of whiteness. It is no wonder then
that many whites will vote to maintain the racial status quo even
when it works against their political interests.33

THE ROLE OF THE MASS MEDIA

Ownership and control of the mass media—newspapers, magazines,
books, radio, movies, and television—are highly concentrated, and
growing more so all the time. All of the large media companies are
owned by members of the upper class, and they have extensive inter-
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locks with other large corporations. In addition, the media rely on cor-
porate advertising for the lion’s share of their profits, making them de-
pendent on other corporations and at the same time one of the most
lucrative businesses in the world.

General Electric, which started out making light bulbs and elec-
trical appliances, owns NBC, MSNBC, Bravo, Telemundo, and Univer-
sal Pictures. Walt Disney, which began with cartoon characters and
expanded to feel-good movies, now owns ABC, ESPN, A&E, Miramax
Pictures, 30 radio stations, and 17 magazines. Time Warner, once
happy to be the publisher of Tirme and Fortune, now includes CNN,
HBO, Warner Brothers Studios, America Online, Book-of-the-Month
Club, and the book publisher Little, Brown as well as numerous other
magazines.

The founder of the News Corporation used his father’s chain of
newspapers in Australia to purchase leading newspapers in Great
Britain and then to create Fox TV in the United States. Still based in
Australia for tax purposes, the News Corporation also owns DirecTV,
Twentieth Century Fox Studios, and several book publishers as well as
numerous broadcast channels and newspapers in Canada, Australia,
and Asia. The future owner of CBS, after graduating from Harvard
and Harvard Law School, used his father’s string of drive-in movie the-
aters to take over Viacom, where he built up MTV, VH-1, Nickelodeon,
Showtime, the Movie Channel, and Blockbuster Video to the point
where he could purchase Paramount Pictures and CBS.

Meanwhile, the three most prestigious newspapers own several
other newspapers, magazines, or book publishers. The New York Times
owns the Boston Globe and sixteen other newspapers, and also has tel-
evision and book publishing ventures. The Washington Post owns
‘Newsweek, the online magazine Slate, and five major-market television
stations, and shares ownership of the International Herald Tribune
with the New York Times. The Wall Street Journal is owned by Dow
Jones, which also owns several small-town newspapers chains.?*

The large media play their most important role in the power
equation by reinforcing the legitimacy of the social system through
the routine ways in which they accept and package events. Their style
and tone usually takes the statements of business and government
leaders seriously, treating any claims they make with great respect.
This respectful approach is especially noticeable and important in the
area of foreign policy, where the media cover events in such a way that
America’s diplomatic aims are always honorable, corporate involve-
ment overseas is necessary and legitimate, and any large-scale change
in most countries is undesirable and must be discouraged.

However, beyond these very general influences, which can fall by
the wayside in times of social or economic disruption, the media are
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not an essential part of the opinion-shaping process nor a key building
block in a class-domination theory. The corporate community was
powerful in the United States long before there were any mass media
except newspapers, which were more widely and locally owned in the
late nineteenth century in any case. In fact, the relationship between
the media and the rest of the corporate community is complicated by
several factors. From the corporate community’s point of view, the
problems begin with the fact that there are differences of opinion be-
tween corporate leaders and media professionals on some issues, as
revealed in opinion surveys of top leaders from business, labor, media,
and minority group organizations. These studies show that represen-
tatives of the mass media tend to be more liberal on foreign policy and
domestic issues than corporate and conservative leaders, although not
as liberal as the representatives of minority groups and liberal organi-
zations. On questions of environment, which are very sensitive to cor-
porate leaders, the media professionals hold much the same liberal
views as people from labor, minority, and liberal organizations.3>

The net result is an often-tense relationship between media exec-
utives and the rest of the corporate community, with corporate leaders
placing the blame on the mass media for any negative opinions about
corporations held by the general public. This rift seemed especially
large in the 1970s, leading the corporations and foundations to fund
conferences and new journalism programs that would lead to new un-
derstandings. The corporations also began to run their own analyses
and opinion pieces as advertisements on the editorial pages in major
newspapers and liberal magazines, thereby presenting their view-
points in their own words on a wide variety of issues. Since that time
they have spent several hundred million dollars a year on such “advo-
cacy advertising.”3¢

Nor does the concentration of ownership necessarily mean that
the range of opinions available through the media are narrowed. For
example, the growing number of large newspaper chains may have
less negative effects than some critics fear. Using survey responses
from 409 journalists at 223 newspapers, a journalism professor found
that their reporters and editors report high levels of autonomy and job
satisfaction. Further, he discovered that a diversity of opinions ap-
pears in them, including critical ones. In comparison to small local
newspapers, he also found that large newspapers and newspaper
chains are more likely to publish editorials and letters that are critical
of mainstream groups and institutions, or that deal with local issues
the growth coalitions would rather ignore.3”

Despite the generally conservative biases of newspaper owners,
systematic studies by sociologists of how the news is gathered and
produced show that journalists are by and large independent profes-
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sionals who make use of the freedom of the press that was won for
them by journalists of the past, often in battles with the federal gov-
ernment. Studies of the socialization of newspaper journalists show
that they make every effort to present both sides of a story and keep
their own opinions separate.38 Although there are blatant examples of
attempts at censorship by their publishers, editors, or directors, per-
haps especially in the case of special investigative programs on televi-
sion, the relative independence of journalists is first of all seen in the
many newspaper and magazine stories on corporate and government
wrongdoing within the long tradition of investigative journalism,
which always has been strongly resisted by corporate and political
leaders alike. Thanks to their great resources, the major newspapers
do as many critical studies of corporate malfeasance and governmen-
tal favoritism to big business as do scholars and activists. The detailed
journalistic coverage of the federal government by CQ Weekly and the
National Journal is also invaluable to scholars. These varied print
sources provide much of the evidence for critics of corporate power, as
can be seen in the footnotes in any indictment of the American power
structure.

Then, too, the evidence shows that what appears in the media is
most importantly shaped by forces outside of them, which means the
politicians, corporate leaders, experts, and celebrities with the ability
to make news. A political scientist who specializes in media studies
concludes that the media are “to a considerable degree dependent on
subject matter specialists, including government officials among oth-
ers, in framing and reporting the news.”3? His findings suggest that it
is necessary to understand the politics of “expert communities” in
order to explain any influence on public opinion by the mass media,
which is where the policy-planning and opinion-shaping networks
come into the picture again. They supply the experts, including those
corporate leaders who have been legitimated as statesmen on the basis
of their long-time involvement in policy-discussion groups. As one

“small indication of this point, a Lexis-Nexis search of major newspa-
pers for the last six months of 2004 revealed that the Brookings Insti-
tution was mentioned 971 times, followed by the American Enterprise
Institute with 671 mentions, and the Heritage Foundation with 628.
By contrast, and reflecting its relative lack of prominence and impact,
the liberal Economic Policy Institute appeared only 237 times. The
media’s dependence on government leaders and outside experts as
sources constrains any inclination independent-minded journalists
might have to inject their personal views, but it is also true that they
have some leeway to pick the outside experts they want to feature.

The importance of outside experts and government officials in
shaping what appears in the media is best seen in the case of defense
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spending, where public opinion has been shown to move “in tandem”
with “shifts in media coverage.”*9 Since it is unlikely that journalists
advocated the vast increases in defense spending from 1978 to 1985
and since 2001, this finding supports the conclusion that government
officials and experts are the main influences on media content on most
issues of political importance. Indeed, the rise in defense spending in
the late 1970s fits nicely with the intense media scare campaign by the
Committee on the Present Danger and related organizations, which
were creations of leaders in the policy-planning network.4!

When it comes to the idea that the corporate media only report
what they want people to hear, there are many qualifications that have
to be considered. First, political leaders, corporate executives, and pol-
icy experts are unable to shape stories when there are unexpected ac-
cidents, scandals, or leaks, which lead to stories that tell readers and
listeners about corporate wrongdoing, oil spills, illegal payments to
government officials, torture of prisoners by the American military,
and much else. By early 2004, for example, shocking new revelations
about the war in Iraq were being reported every day. In these situa-
tions, readers learn how the power structure actually operates. Most
of all, they are reminded to take the claims by politicians and the pub-
lic relations industry with a huge grain of salt.4?

Generally speaking, then, the media probably do not have the in-
dependent impact on public opinion that is often attributed to them
by critics on the right and left, a conclusion that may come as a sur-
prise to many readers. Social psychologists have done experimental
studies with doctored television news programs showing that where
stories are placéd on the evening news may influence the importance
that people give to an issue. But there is also real-world evidence that
the news is often not watched even though the television is on, and
that people don't remember much of what they do see. The declining
audience for serious television news programs has led to even more
emphasis on human interest stories as people turn to alternative
sources on the Internet, talk radio, and late-night comedy news shows
for their information. Thus, news is increasingly seen as a form of en-
tertainment by television executives in the face of their competition
with the “new media,” which tend to speak to the already converted on
both the liberal and conservative sides. Moreover, several studies sug-
gest that most people actually retain more politically relevant infor-
mation from what they read in newspapers and magazines. In
addition, the potential effects of television seem to be counteracted by
people’s beliefs and membership identifications, their ability to screen
out information that does not fit with their preconceptions, and their
reliance on other people in developing their opinions.*?
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There is also evidence that people sometimes ignore overt at-
tempts by the media to influence them. This is best seen in several
well-known instances. For example, most newspapers were against
the reelection of President Franklin D. Roosevelt in 1936, but he won
by a landslide. The media were against the reelection of President
Harry Truman in 1948, but he squeezed by in an upset victory. The
limits on the owners and managers of the mass media in shaping pub-
lic opinion were most recently demonstrated by the failure of the pub-
lic to endorse the impeachment of President Bill Clinton, even though
it was enthusiastically advocated by most of the Washington pundits
who appear on television. In addition, over 140 newspapers called for
his resignation. However, to the surprise of media leaders, a strong
majority of Americans opposed impeachment despite their highly neg-
ative opinion of the president’s personal behavior. They made their
own distinction between job performance and personal morality. One
polling expert believes that the campaign against Clinton may have in-
creased public resentment toward the media. He also concludes that
this event “proves just the opposite of what most people believe: how
little power the media elite have over public opinion.”##

Moreover, thanks to the willingness of journalists to report on the
events of the day, the media sometimes play a role in the successes of
the small bands of lawyers, experts, and activists who function as re-
formers on specific issues. These reformers develop information on
the issue of concern to them, find a way to present that information at
just the right moment in one or another governmental setting, such as
Congressional hearings, and then count on press releases, press con-
ferences, and staged events to encourage the media to spread their
story. In short, their formula for success is information plus good tim-
ing plus use of the media. There is ample evidence that this formula is
an effective one, demonstrating that a few focused activists can have
an impact out of all proportion to their numbers or resources if they
know how to use the media.

When all is said and done, as a textbook by leaders in the field of
public opinion research states, the direct evidence from surveys for a
strong media influence on public opinion in general is surprisingly
weak.4> Another authoritative text on public opinion, now in its fifth
edition, concludes its chapter on mass media effects on public opinion
by saying there is “no clear evidence that this relationship is more
than minimal, however, or that the direction of influence is entirely
from the media to the public.”#® Further, a detailed analysis of how
people in focus groups react to various media stories suggests that
“(a) people are not so passive, (b) people are not so dumb, and (c) peo-
plé negotiate with media messages in complicated ways that vary from
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issue to issue.”#? Thus, as one skeptic about the influe
media on public opinion concludes, it is likely that
their greatest importance as a way for rivals within tk
try to influence each other.#® The opinion pages of the .
Washington Post, Los Angeles Times, and Wall Street
readers with a front-row seat when these differences a
Whatever emphasis readers may decide to put on
the mass media on the general public, the important
that none of the claims for a class-dominance theo
mass media. Although the mass media now reach m
any other outlet for the pamphlets, speeches, and infor
by the opinion-shaping network, the people they reac
matter the least from the point of view of the opini
media can amplify the message of the people who ha
gain access to them, and can marginalize, trivialize, oz
cerns of the less powerful, but the messages they pro
biguous or confusing, and they are often ignored.

THE ROLE OF POLLS

Public opinion polls can be a way to gain useful infc
social sciences, but they are also a tool that can be v
leaders and advocacy groups to influence public opinic
interviews with former congressional and White Hou
that polling data about public opinion is used to decids
and package the votes the elected officials intend to r
their strong policy preferences.*? Then too, polls are
structed so that their results can be used to shape publ
they are reported to the public via the media. This i
loaded terms or political labels. For example, in a s
public about a law that did not really exist, public opi
20 to 30 percentage points depending on whether it w
of interest to Democratic or Republican leaders.>°

In another instance, Public Agenda, a conser
group in favor of school vouchers, issued a report i
that most people knew very little about charter sche
percent favored them once they were explained. The s
ized charter schools as public schools with more co
own budget, staff, and curriculum, and free from mar
lations. Some of the questions used by the National ¢
nomic Education to demonstrate “economic illiterac
subtle advocacy bias. For example, its test asks what
sure of the economy’s performance is,” then counts a



THE ENFORCEMENT OF PUBLIC OPINION 131

unemployment rate” and the “consumer price index,” even though
both are excellent measures from the average person’s point of view.
The correct answer is supposedly “gross domestic product,” the
money value of all goods and services produced within the country.

Polls also can be used to suggest that a public opinion exists on
issues for which there is none. This does not mean people do not have
general opinions, but that they often make it up as they go along when
responding to specific questions about policy preferences. If questions
about affirmative action or oil drilling are framed in one way, they
yield one answer, but framed in another way they yield a different an-
swer, especially for those without knowledge or firm opinions.>! It
therefore becomes relatively easy for advocacy groups to obtain what-
ever results they wish when they conduct a survey.

Results such as these suggest that the alleged public opinion on
an issue is sometimes a myth, based on the results of questionable
polls reported in newspapers. In those cases, the public opinion re-
ported by the media is only another tool in the arguments between the
liberal-labor and corporate-conservative coalitions. Although there is
a sensible public opinion on many general issues of great import to av-
erage Americans, there are aspects of public opinion that seem to be
as chaotic and contrived as careful research studies suggest.?2

THE ENFORCEMENT OF PUBLIC OPINION

There are limits to the tolerance that exists within the power elite for
the general public’s disagreements about public issues, although
these limits vary from era to era and are never fully clear until they
are tested. There are thus costs for people who move outside the gen-
eral consensus. The attempt to enforce the limits on disagreement are
carried out in a variety of ways that begin with exclusion from events
or dismissal from jobs. Those who disagree with the consensus are
‘sometimes criticized in the media or branded as “extremists.” Such
punishments are relatively minor for those activists who are strongly
committed to their viewpoint, but experiments on conformity in so-
cial psychology suggest that most people are very uncomfortable
when they are in any way excluded or criticized by their peers. Simi-
lar studies show that most people also find it very hard to be in open
disagreement with authority figures when they think they are alone in
their views.>?

The use of scorn, isolation, and other sanctions is seen most
directly in the treatment of “whistle-blowers,” employees of corpora-
tions or government agencies who expose wrongdoing by their superi-
ors. Contrary to the impression that they are rewarded as good
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citizens for stepping forward, they are treated as pariahs, relieved of
their responsibilities by higher authority figures in the organization,
and shunned by peers. Friends are afraid to associate with them. Their
lives are often turned upside down. Many regret they took the action
they did, even though they thought it was the honest or moral course
to take.>*

Those who become prominent public critics of some aspect of
conventional wisdom receive similar harsh treatment, unless they can
be isolated as oddball characters not worth attacking. Their motives
are questioned and negative stories appear in the media, which at-
tempt to demonstrate they are acting from irrational psychological
motives. To take one famous example, when consumer activist Ralph
Nader dared to testify before Congress in 1966 about the defects in
one of the small cars manufactured by General Motors, the company
hired a private detective agency to try to find personal gossip about
him that could be used to discredit his testimony. When their efforts
became public, General Motors denied any involvement, then claimed
that the investigation concerned Nader’s possible connection to bogus
car insurance claims. Later, the company apologized even while deny-
ing any harassment, but then the detective agency admitted that it had
been hired to “get something somewhere on this guy . get him out of
their hair shut him up.” There was no personal wrongdoing to be
discovered, the company was heavily criticized in the media, and
Nader collected damages when his lawsuit was settled out of court.?

Government officials sometimes resort to severe sanctions in an
attempt to discredit liberal and radical leaders who influence public
opinion and inspire public demonstrations. In the case of Martin
Luther King, Jr., and many other civil rights activists, the government
not only spied on them, but planted false information and issued false
threats in order to disrupt their efforts. Such actions may not seem at
first glance to be part of an opinion-shaping process, but they are, be-
cause they serve as a reminder that attempts to change opinions and
laws can have serious negative consequences.

WHEN PUBLIC OPINION CAN AND CANNOT BE IGNORED

Public opinion does not have the routine importance often attributed
to it by pluralists. It is shaped on foreign and defense issues, ignored
on domestic economic issues, and irrelevant to the power elite on so-
cial issues, except as‘a way to gain votes. Although people have sensi-
ble opinions within the context and time constraints of their everyday
lives, it is unlikely that any focused public opinion exists on most of
the complicated legislative issues of concern to the corporate comumu-
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nity. The power elite and politicians therefore enjoy a great deal of lee-
way on most policy questions.

Public opinion usually can be ignored because people’s beliefs do
not lead them into opposition or disruption if they have stable roles
to fulfill in the society or see no clear organizational path to social
change. Routine involvement in a compelling and enjoyable daily
round of activities, the most critical of which are a job and a family, is
a more important factor in explaining acquiescence to power-elite
policies than attempts to shape public opinion. What happens in the
economy and in government has more impact on how people act than
what is said in the opinion-shaping process and the mass media.>®

However, public opinion can have an impact when people are
forced out of their routines by depressions, wars, and other forms of
social disruption. In those cases, public opinion can lead to a strong
social movement that threatens one or another aspect of the estab-
lished order, which in turn leads members of the power elite to seek
solutions that will restore social stability. Public opinion that congeals
into a social movement also can set limits on corporate actions when
there is a major accident, such as an oil spill, mining explosion, or nu-
clear plant breakdown.?”

Although research on public opinion suggests there is a large
amount of latitude for the power elite to operate as they wish to, this
conclusion is incomplete in one important respect. It has not consid-
ered the potential effect of public opinion through the electoral
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Parties and Elections

Elections hold the potential that citizens can shape public policy
through support for candidates who share their policy preferences.
But have elections delivered on their promise in the United States? To
provide perspective on this question, it is useful to begin with the
gradual development of elections in Western history.

WHEN AND HOW DO ELECTIONS MATTER?

Historically, the first function of elections is to provide a mechanism
for rival power groups, not everyday people, to resolve disputes in a
peaceful way. It was not until elections were well established that they
came to be seen as a way to engage more of the population in gover-
narce. This does not mean elections were willingly accepted by the
combatants. In fact, elections were not adopted in any European
cotntry until the power rivals had compromised their major differ-
ences in a pact or settlement, usually after years of violence or in the
face of extreme economic crisis.!

In the United States, the Constitution was the equivalent of
these peace agreements. It dealt with several issues that rival colo-
nial leaders said were not negotiable. Most importantly, Northern
wealth-holders had to make several concessions to the Southern
slave owners to win their agreement to the new constitution. Even in
this example, the limited nature of elections in constraining rival
elites is revealed by the Civil War. The slaveholders decided to secede
from the union and risk the costly and devastating civil war that

135



136 PARTIES AND ELECTIONS

soon followed rather than see their way of life gradually eroded by
an inability to expand slavery westward.

Within the context of stable power-sharing pacts, elections grad-
ually come to have a second function. They allow average citizens to
help determine which of the rival power groups will play the lead role
in government. In the case of the United States, this has meant that
different occupational, religious, and ethnic groups become part of
different corporate-led coalitions that contend for office on a wide
range of appeals, some issue-based, some not. Voters are thus often
able to eliminate those candidates they perceive as extremists.

Thirdly, citizens in many countries can have an influence on eco-
nomic and social issues due to their participation in electoral coali-
tions. This is best seen in those European countries where social
democrats have won a majority and created social insurance systems
for unemployment, disability, health, and old age that are far larger
than American programs. Finally, elections matter as a way to intro-
duce new policies in times of social disruption caused by extreme do-
mestic problems. In the nineteenth and early twentieth centuries, this
role was often fulfilled by third parties that appeared suddenly on the
scene, such as the new parties of the 1840s and 1850s that first advo-
cated the abolition of slavery. By the second decade of the twentieth
century, the main electoral arena for new ideas became the primary
elections of the two major parties.

The development of primaries gave American voters the oppor-
tunity to decide which individuals from rival groups and classes
would have the opportunity to compete in the general elections. Pri:
maries forced candidates to mingle with everyday people and pay at-
tention to them. In the process, even incumbents are graphically
reminded that they can be deposed if they are not attentive. This
forced interaction with individuals from the general public puts limits
on the degree to which money, advertising, and name recognition can
shape the outcome.

So, elections can and do matter. They allow for at least some
input by citizens who are not wealthy, and they provide an opening for
critics of the social system to present their ideas. In the United States,
however, elections have yielded far fewer successes for the liberal-
labor coalition than might be expected on the basis of social-
democratic victories in most Western democracies. The reasons for
this difference are explained in the remainder of this chapter.

WHY ONLY TWO MAJOR PARTIES?

In some democratic countries, there are three or more substantial polit-
ical parties with clearly defined programs understood by voters, who
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therefore are able to vote on the basis of policy preferences if they so de-
sire. In sharp contrast, there have been only two major parties for most
of American history. The only exceptions were a brief one-party era
from about 1812 to 1824, after the Federalist Party collapsed, and a few
years in the 1850s, when the conflict over extending slavery into Kansas
and Missouri led to the breakup of the Whig Party (the party that,
roughly speaking, replaced the Federalist Party). Even the Republican
Party that developed in the 1850s does not really qualify as a third party,
because it replaced the Whigs in the space of just one or two elections.

Why are there only two major parties despite the country’s turnul-
tuous history of regional, religious, and class rivalries? Two fundamen-
tal features of American government lead to a two-party system. The
first is the selection of senators and representatives from states and dis-
tricts in elections that require only a plurality, not a majority. Such an
arrangement is called a single-member-district plurality system, and it
has led to two-party systems in 90 percent of the 109 countries included
in-an exhaustive comparative study. The exceptions tend to be in coun-
tries where a third party has some strength in a single region for ethnic
or religious reasons. The second reason for the American two-party sys-
tern is relatively unique in the world: the election of a president. The
election of a president is, in effect, a strong version of the single-
member-district plurality system, with the nation serving as the only
district. Due to the enormous power of the presidency, the pull toward
two parties that exists in any single-member-district system is even
greater in the United States. The result is that third parties are even
tnore unlikely and smaller than in other countries with district/plurality
elections.*2

The fact that only one person can win the presidency, or be
elected to Congress from a given state or district, which seems trivial,
and is taken for granted by most Americans, leads to a two-party sys-
tem by creating a series of winner-take-all elections. A vote for a third-
party candidate of the right or left is in effect a vote for the voter’s
least-favored candidate on the other side of the political spectrum. Be-
cause a vote for a third-party candidate of the left or right is a vote for
“your worst enemy,” the usual strategy for those who want to avoid
this fate is to form the largest possible preelection coalition, even if

As-shown dramatically in the 2000 elections, the president is selected by the Electoral
College, where each state has a number of electors equal to the size of its congressional
delegation. The minimum number of electors a small state can have is three—two sena-
tors plus one House member. Electors cast their ballots for the candidate who wins in
their state. The focus on electoral votes forces candidates to concentrate on winning a
plurality in as many states as possible, not simply on winning the most votes in the na-
tion overall. This system creates a further disadvantage for third parties.
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numerous policy preferences must be abandoned or compromised.
The result is two coalitional parties.*

Third parties of the left or right rarely last for more than one or
two elections and rarely receive more than 1 to 2 percent of the vote
when they do persist, but they can have dramatic impacts on the over-
all results. In 2000, Ralph Nader and the Green Party were widely per-
ceived as contributing to Bush’s triumph by taking just enough votes
from Democrat Al Gore in New Hampshire and Florida to give their
electoral votes—and the presidency—to Bush. What is less known is
that the tiny Libertarian Party to the right of the Republicans cost the
Republicans a Senate seat in Nevada in 1998, a Senate seat in Wash-
ington in 2000, a Senate seat in South Dakota in 2002, and the gover-
norships of Oregon and Wisconsin in 2002 by winning far more votes
than the margin by which the Republican challengers lost to their
Democratic opponents.3

By way of contrast, a parliamentary system provides some room
for third parties even in district/plurality electoral systems. This is be-
cause a prime minister is selected by the parliament after the elec-
tions. There is theréfore less pressure toward two preelectoral
coalitions, thus making it possible for three issue-oriented parties to
exist or for a new third party to grow over the period of several elec-
tions. Even more parties are likely to exist if the parliament is elected
through a system of proportional representation, which eliminates
districts and allots seats in proportion to a party’s nationwide vote
once a certain minimum is reached (usually about 5 percent). Thus,
comparative studies of the relationship between electoral rules and
the number of political parties suggest how candidate selection in thée
United States came to be conducted through a two-party system, de-
spite the existence of the same kinds of class, regional, and ethnic con-
flicts that have led to three or more parties in other countries.

Although the American system of single-member congressional
districts and presidential elections generates an inexorable tendency
toward a two-party system, it was not designed with this fact in mind.
The Founding Fathers purposely created a system of checks and bal-
ances that would keep power within bounds, especially the potential
power of an aroused and organized majority of farmers and artisans.

* The fact that H. Ross Perot received 19 percent of the vote in 1992 and nearly 9 per-
cent in 1996, running as the candidate of his Reform Party, does not contradict this
analysis because his party was positioned between the two major parties. As a centrist
party, it was more likely to.draw votes from partisans of both parties, and hence was not
more threatening to one than the other. Careful analysis of the 1992 campaign, and exit
polls in both 1992 and 1996, show that he did take voters from both parties. Perot’s vote
is also unusual because he spent $72 million of his own money to promote his candi-
dacy in 1992,
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However, a party system was not among their plans. Indeed, the
Founding Fathers disliked the idea of parties, which they condemned
as factions that are highly divisive. Parties are a major unintended
consequence of their deliberations, and it was not until the 1830s and
1840s that a new generation of political leaders finally accommodated
themselves to the idea that the two-party system was not disruptive of
rule by the wealthy few.4

A two-party systemn does not foster parties that articulate clear
images and policies, in good part because rival candidates attempt to
blur their differences in order to win the voters in the middle. It causes
¢andidates to emphasize personal qualities rather than policy prefer-
ences. It may even lead to collusion between the two parties to avoid
some issues or to avoid competition in some districts. Moreover, there
is reason to believe that a two-party system actually discourages vot-
ing because those in a minority of even 49 percent receive no repre-
sentation for their efforts. Voting increases considerably in countries
where districts have been replaced by proportional representation.>

For all these reasons, then, a two-party system leads to the possi-
bility that there may be very little relationship between politics and
policy. Candidates can say one thing to be elected and then do another
once in office, which of course gives people with money and informa-
tion the opportunity to shape legislation. In short, a two-party system
creates a set of circumstances in which the parties may or may not
reflect citizen preferences. However, none of this explains why the
liberal-labor coalition does not have a party of its own. The historic
difference between the Northern and Southern economies, one based
in free labor, the other in slavery, provides the explanation for this un-
usual situation.

REPUBLICANS AND DEMOCRATS

Two contrasting claims predominate in most everyday discussions of
the Republican and Democratic parties. One suggests there is not a
“dime’s worth of difference between them,” which reflects the need to
appeal to the centrist voters in a two-party system. The other says that
the Republicans represent big business and the Democrats the liberal-
labor coalition, a belief that comes equally from the scare tactics of ul-
traconservatives and the mythmaking by liberals about a progressive
past. In fact, both parties have been controlled for most of their his-
tory by different factions within the power elite.

Although the Constitutional Convention of 1787 settled the
major issues between the Northern and Southern rich, at least until
the 1850s, it did not take long for political parties to develop. From the
day in 1791 when wealthy Virginia plantation owners made contact
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with landowners in upstate New York to create what was to become
the first incarnation of the Democratic Party, the two parties repre-
sented different economic interests within the upper class. For the
most part, the Democrats were originally the party of agrarian wealth,
especially in the South, the Republicans the party of bankers, mer-
chants, and industrialists.*®

As with all generalizations, this one needs some qualification. The
Democratic-Republican party, as it was first known, also found many
of its adherents in the North among merchants and bankers of Irish
origins, who disliked the English-origin leaders in the Federalist Party
for historical reasons. Then, too, religious dissenters and Protestants of
low-status denominations often favored the Democratic-Republicans
over the “high church” Federalist Party. These kinds of differences per-
sist down to the present: In terms of social status, the Federalist-Whig-
Republican party has been the party of the secure and established, the
Democrats the party of those who were in the out-group on some di-
mension. Today, it is most strongly supported by African-Americans,
Hispanics, Jews, and women who work outside the home, although it
still has some moderate and liberal business owners in its ranks.’

The characterization of the Democratic Party as a coalition of
out-groups even fits the slaveholders who controlled the party in its
first sixty-nine years, for they were agrarians in an industrializing so-
ciety, slaveholders in a land of free labor. Although they controlled the
presidency in thirty-two of the first thirty-six years of the country’s
existence by electing slave owners like Thomas Jefferson, James Madi-
son, and Andrew Jackson, the plantation capitalists were on the defen-
sive, and they knew it. Following the Civil War, the Democratic Party
became even more completely the instrument of the southern segment
of the upper class when all wealthy white Southerners joined it. They
correctly saw this move as the best strategy to maximize their impact
in Washington and at the same time force the Southern populists to
accept marginalization within the Democratic Party, or start a third
party that could go nowhere.?

After the Civil War, the white Southerners gained new allies in
the North with the arrival of millions of ethnic Catholic and Jewish
immigrants, who were often treated badly and scorned by the Protes-
tant Republican majority. When some of these new immigrants grew
wealthy in the first half of the twentieth century, they became major fi-

* The South is defined for purposes of this book as the following fourteen states: Al-
abama, Arkansas, Florida, ‘Georgia, Louisiana, Kentucky, Mississippi, North Carolina,
Oklahoma, South Carolina, Tennessee, Texas, Virginia, and West Virginia. Although
there is no standard definition of the South, and Missouri might well have been included
because it was a slave state, the fourteen listed here are used by many social scientists.
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nancial backers of urban Democratic organizations (called machines
in their day). Contrary to ultraconservatives and liberals, the liberal-
labor coalition that developed within the Democratic Party in the
1930s was no match for the well-established Southern rich and their
wealthy, urban ethnic allies.”

Still, the liberal-labor coalition did begin to elect about 100 Dem-
ocrats to the House starting in the 1930s, where they joined with
roughly 100 Southern Democrats and 50 machine Democrats from
Northern urban areas to form a strong Democratic majority in all but
a few sessions of Congress before 1994. By 1938, however, the South-
ern Democrats and Northern Republicans had formed a conservative
voting bloc that stopped the liberal Democrats from passing legisla-
tion concerning union rights, civil rights, and the regulation of busi-
ness. These are precisely the issues that defined class conflict at the
time, This generalization includes civil rights because that was a code
phrase for issues concerning the coercive control of the low-wage
African-American workforce in the South. !0

For the most part, the liberal-labor coalition had to settle for
small victories on economic issues where it could attract the support
of some Southern Democrats, such as housing subsidies. More gener-
ally, the Democratic Party became a pro-spending alliance in which
Northern Democrats supported agricultural subsidies and price sup-
ports that greatly benefited Southern plantation owners. The South-
erhers in turn were willing to support government spending programs
for roads, public housing, hospital construction, school lunches, and
even public assistance, but with three provisos. The spending pro-
grams would contain no attack on segregation, they would be locally
controlled, and they would differentially benefit Southern states. This
arrangement hinged on a tacit agreement that the liberal-labor coali-
tion would not vigorously oppose the continuing segregation in the
South.!!

i The fact that Democrats formally controlled Congress for most
of the years between 1932 and 1994 is therefore irrelevant in terms of
understanding the domination of government policy by the power
elite. The important point is that a strong conservative majority was
elected to Congress throughout the twentieth century and always
voted together on the issues that related to class conflict.!2 There are
two crucial exceptions to this generalization, the mid-1930s and the
mid-1960s, times of great social turmoil. The activism of workers in
the 1930s led to the passage of pro-union legislation in 1935 and the
Civil Rights Movement of the 1960s led to the Civil Rights Act of 1964
and the Voting Rights Act of 1965. The pro-union legislation is dis-
cussed at the end of Chapter 7 and the civil rights legislation at the
end of Chapter 8.
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There is, of course, far more to the story of the Democratic Party,
including the details of how a voting majority is assembled for each
particular piece of legislation through complex horse trading. But
enough has been said to explain why the liberal-labor coalition does
not have a party of its own, as it does in most democratic countries.
The electoral rules leading to a two-party system, in conjunction with
control of the Democrats by wealthy Southern whites until the last few
decades, left the liberal-labor coalition with no good options. It cannot
form a third party without assuring the election of even more Republi-
cans, who are its sworn enemies, but it has been unable to win control
of the Democratic Party. The result is a sordid bargain from the point
of view of leftists and young activists.

The control of both political parties by members of the power
elite reinforces the worst tendencies of a two-party system: avoidance
of issues, collusion, and an emphasis on the character and personality
of the candidates. There is an important political science literature on
how elected -officials from both parties employ a variety of strategies
within this context to vote their policy preferences, even when they are
opposed by a majority of voters, and at the same time win reelection.!?
This literature shows the complexity of politics and electioneering at
the intersection between the power elite and ordinary citizens. For
purposes of this book, the important point is that many people in the
United States can be persuaded to vote on the basis of their race, reli-
gion, or ethnicity, rather than their social class, because there is no
political party to develop and popularize a program reflecting their
economic interests and preferences. This is the main reason why the
electoral system is best understood from a power perspective as a
candidate-selection process. Its primary function is one of filling offices,
with the minimum possible attention to the policy aspects of politics.

PARTY PRIMARIES AS GOVERNMENT STRUCTURES

The inexorable two-party logic of the American electoral system led to
another unique feature of American politics: the use of primary elec-
tions regulated by state governments to determine the parties’ candi-
dates. The system was first legislated in 1903 by reformers in
Wisconsin, who became convinced there was no hope for third par-
ties. About the same time, a system of white primaries was adopted in
the segregationist Southern states as a way for rival white candidates
to challenge each other without allowing African-Americans to vote.!4

As primaries grew in frequency, they gradually became an ac-
cepted part of the overall electoral system. It has now reached the
point where the use of state-regulated primaries, when combined with
long-standing governmental control of party registration, has trans-
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formed the two major parties into the official office-filling agencies of
the state. From a legislative and legal point of view, the party primar-
ies labeled Republican and Democratic can be seen as two different
pathways legitimated by the government for obtaining its elected offi-
cials. Thus, state-sponsored primaries reinforce the point that Ameri-
can politics is a candidate-selection process.

Put another way, parties are no longer fully independent organi-
zations that control membership and choose their own leaders. Since
anyone can register with the government to be a member of a party,
party leaders cannot exclude people from membership based on polit-
ical beliefs. Furthermore, people registered in the party can run in its
primaries for any office, so party leaders and party conventions have
very little influence on the policies advocated by its candidates. In ef-
fect, a party stands for what the successful candidates in primaries say
it stands for. Party leaders can protest and donors can withhold crucial
campaign funds, but the winners in the primaries, along with their
many political consultants, are the party for all intents and purposes.
This is a major difference from political parties in other countries. It is
also very different from the situation a few decades ago in the United
States, when “urban bosses” selected Northern Democratic candidates.

The use of primaries by insurgents led to some surprising victo-
ries early in the twentieth century. In North Dakota, for example, a
one-time Socialist Party organizer developed the Nonpartisan League
to run candidates in party primaries on a radical platform. The plat-
form called for state-owned grain elevators, a state-owned bank, pub-
lic housing for farmworkers, and other policies that would make
farmers less dependent on railroads and grain companies, which were
viewed as highly exploitative. Despite vehement opposition from busi-
ness leaders and mainstream politicians, the Nonpartisan League
swept to power in North Dakota in 1916 and instituted much of its
program. The Bank of North Dakota, which focuses on credit for
farmers and low-income rural people, is still the only one of its kind in
the United States. Even though the Nonpartisan League has been gone
for many decades and is almost completely forgotten, it had a large
impact. As the historian who studied it most closely concludes: “Not
only was it to control for some years the government in one state, elect
state officials and legislators in a number of midwestern and western
states, and send several of its representatives to the Congress—its im-
pact was to help shape the destinies of a dozen states and the political
philosophies of an important segment of the nation’s voters.”1>

In 1934, in the midst of the Great Depression, the most famous
leftist of his day, the prolific author Upton Sinclair, switched his party
registration from Socialist to Democrat and announced that he would
run for governor of California on a detailed program to “End Poverty
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In California” (EPIC), which featured a mixture of socialist and self-
help ideas. He organized his supporters into EPIC clubs, thereby giv-
ing them an identity that distinguished them from other Democrats,
with whom leftists did not want to be associated, and proceeded to
win the primary with 51 percent of the vote in a field of seven candi-
dates. After an extraordinary campaign in which the incumbent Re-
publican governor promised to embrace many New Deal programs,
Sinclair lost the general election with 37 percent of the vote, but the
party was liberalized for years thereafter because many young liberal
and socialist activists ran for other offices as part of his campaign.!¢
Despite this apparent success, most activists in the Socialist and Com-
munist parties bitterly denounced Sinclair’s approach because of their
strong belief that a separate leftist party was needed. As a result of
these criticisms, his model of creating a separate identity within the
Democratic Party through a club structure—in effect, a party within
the party—was seldom followed.

The first major insurgency in Democratic presidential primaries
came in 1952 from a Tennessee senator who shocked party leaders by
advocating integration in the South and opposing the influence of or-
ganized crime in Democratic machines in many large cities in the
North. Although he won several primaries and fared well in polls, too
many convention votes ‘were still controlled by party leaders for him to
receive the nomination.!” In 1968, antiwar liberals entered Demo-
cratic presidential primaries to register their strong opposition to the
Vietnam War and did so well that the incumbent president, Lyndon B.
Johnson, chose not to run. This effort, in conjunction with insurgerit
campaigns at other levels of the party in 1970 and 1972, led to major
changes in the party rules for selecting delegates to the presidential
nominating convention, along with a greater use of primaries to select
candidates at all levels. The result was the nomination of a very liberal
candidate for president in 1972, George McGovern.!8 More recently, a
major African-American leader, Jesse Jackson, ran solid presidential
campaigns in the 1984 and 1988 primaries, establishing his credibility
with white Democratic politicians who previously ignored him. How-
ever, the suspicions and tensions were too great between him and his
leftist allies for them to build a lasting organization.!?

The most successful use of party primaries was carried out by ul-
traconservative Republicans, who first took their platform and strong
separate social identities as “Young Americans for Freedom” and
“Goldwater Republicans” intoc Republican primaries in 1964, where
they secured the presidential nomination for Senator Barry Goldwater
of Arizona. Although Goldwater lost badly, his “state’s rights” platform
started the movement of the solid Democratic South into the Republi-
can Party in response to the Civil Rights Act of 1964. His campaign
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also recruited a new cadre and steeled the determination of his follow-
ers to take over the party at the grassroots level. It is his young follow-
ers who run the Republican Party in the twenty-first century.2°

The institutionalization of primaries, in conjunction with the
transformation of the South as a result of the Civil Rights Movement,
led to the breakup of the New Deal coalition and the gradual Republi-
can ascendancy in American politics. At the same time, these changes
created new possibilities for the liberal-labor coalition within the
Democratic Party. These possibilities are discussed in the final chapter.

WHY ARE LOCAL ELECTIONS DIFFERENT?

Perhaps some readers recall from their own experience that elections
in many cities and counties do not conform to the two-party pattern,
but are instead nonpartisan in nature (i.e., without parties). The rea-
sons for this and other differences from the national level are well
worth considering because they show that electoral rules are subject
to change by outside forces. In this case, the rules were changed as
part of electoral battles between local growth coalitions and ordinary
citizens in the years between 1870 and 1920. The end result was a de-
feat for average voters in a majority of cities, which made -American
politics even more atypical among Western democracies and rendered
the Democratic Party even less useful as an organizational base for
labor unions and their liberal allies.

When American cities were small and relatively homogeneous,
and not everyone could vote, they were easily dominated by the local
well-to-do. However, in the second half of the nineteenth century, as
the country urbanized and new immigrants poured into the cities, the
situation changed dramatically. Ethnic-based political machines, usu-
ally affiliated with the Democratic Party, came to control many city
governments. In the early twentieth century, these machine Demo-
crats were sometimes joined by members of the Socialist Party,
founded in 1901. In 1912, the high point of socialist electoral success,
the party elected 1,200 members in 340 cities across the country, in-
cluding 79 mayors in 24 different states. There were also 20 socialists
in nine different state legislatures, with Wisconsin (7), Kansas (3), and
Tllinois (3) heading the list.?!

The local growth coalitions were deeply upset by these defeats.
They claimed that ethnic machines were raising taxes, appointing
their supporters to government jobs, and giving lucrative government
contracts to their friends. Even when the established growth coali-
tions could reach an accommodation with the machines by joining
them as financial supporters, as they very frequently did, they also
worked to undercut them through a series of so-called reforms and
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good-government strategies that gradually took shape over a thirty-
year period.?2 Although the reforms were presented as efforts to elim-
inate corruption, reduce costs, and improve efficiency, they in fact
made it more difficult for Democrats and Socialists to win elected po-
sitions. These reforms and their effects are as follows:

1. Off-year elections. It was argued that local elections should
not be held in the same year as national elections because city issues
are different. This reform broke the policy connections between local
and national levels while at the same time reducing voter turnout for
local elections, thereby favoring conservative candidates.

2. Nonpartisan elections. It was claimed that parties should not
play a role at the Jocal level because the citizens of a community have
common interests. that should not be overshadowed by partisan poli-
tics. This reform makes it necessary for candidates to increase their
name recognition because voters can no longer rely on labels like
Democrat or Socialist to identify those candidates with whom they
sympathize.

3. Citywide elections. It was argued that districts do not have the
same usefulness they do at the Congressional level because the prob-
lems facing members of a city council involve the city as a whole, not
separate neighborhoods. The net effect of this reform is to make it
more difficult for neighborhood leaders, whether Democrats, Social-
ists, or ethnic and racial minorities, to earn seats on city councils,
because they do not have the money and name recognition to win
citywide elections.

4. Elimination of salaries for city council members. It was argued
that serving on a city council should be a civic service done in a vol-
unteer fashion in order to eliminate corruption and self-serving
motives for seeking office. The effect of this reform is to make it more
difficult for average-income people to serve on city councils because
they cannot afford to do so.

5. Creation of a city-manager form of government. It was claimed
that a city is like a corporation, and the city council like a corporate
board of directors, so the city council should set general policy and
then turn the management of the city over to a trained professional
called a city manager.?3

Most of these reforms were packaged and publicized by the Na-
tional Municipal League, a national-level policy-planning organiza-
tion. Formed in 1894 by 150 developers, lawyers, political scientists,
and urban planners from twenty-one different cities, the organization
embodied many years of experimenting with reform efforts in various
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cities. Riding a call for unity between the two major parties in the face
of large gains by Socialists in 1908 and 1912, the reformers then capi-
talized on the fear and patriotism created by World War 1. They
branded the Socialists as antiwar traitors, disrupted their meetings,
and removed their newspapers from the U.S. mail. By 1919, the re-
formers had been able to implement their model charter in 130 cities
and could claim partial successes in many more.24

The reform movement continued to make gains in the next sev-
eral decades. A large-scale survey conducted in 1991 revealed that 75
percent of American cities have nonpartisan elections, making that re-
form the most successful in the entire array. In addition, 59 percent of
cities use citywide (“at-large”) elections, compared to only 12 percent
that rely exclusively on the old district system (“wards”). The other 29
percent use a combination of citywide and ward representation.
Finally, 52 percent of cities adopted either the council-manager or
commission form of government recommended by the reformers.
Most of the resistance to council-manager government came from
large cities with strong Democratic organizations.23

Before World War I, thousands of blue-collar and lower white-
collar workers were serving on city councils, but by the 1940s there
were very few such people being elected. Business people and their
lawyers, often legitimated for office by service on well-publicized com-
mittees of the local chamber of commerce, are now the overwhelming
présence on most city councils. They are also the most frequent ap-
pointees to the nonelected boards and commissions that matter the
most to the local growth coalitions: planning and zoning commis-
sions, off-street parking authorities, water boards, and other local en-
tities concerned with municipal infrastructure or retail sales.2®

The net result is that there are very few cities where the growth
coalition does not shape city government on economic issues. The
findings from studies of local power structures from the 1950s to the
1970s are so strikingly similar that most social scientists lost interest
in doing them. The exceptions are in a few university towns, where the
composition of the electorate changed due to the adoption of the
Twenty-sixth Amendment in 1971, giving the vote to eighteen-year-
olds. In these cities, student-neighborhood coalitions sometimes gain
significant power. Wealthy suburbs and retirement cities for the well-
to-do provide other exceptions to the rule.?’

THE CRITICAL IMPORTANCE OF CAMPAIGN FINANCE

In an electoral system where party differences become blurred for
structural and historical reasons, the emphasis on the character and
image of each candidate becomes very great, along with a concern
about her or his stance on symbolic social issues. In fact, personalities
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and social issues often become more important than policies related to
jobs, health, and other substantive issues, even though careful voting
studies suggest that many voters are more concerned about policies
that affect their everyday well-being than they are about personali-
ties.2® This tendency to focus on personality and social issues has been
increased somewhat with the rise of the mass media, in particular tel-
evision, but it is a reality of American politics that has existed far
longer than is understood by the many newspaper columnists and tel-
evision pundits who lament what they call the “recent decline of polit-
ical parties.”

Because the candidate-selection process is relatively individualis-
tic, and therefore dependent upon name recognition and personal
image, it has been in good part controlled by members of the power
elite through large campaign contributions. Serving as both big
donors and fund-raisers, the same people who direct corporations and
take part in policy groups play a central role in the careers of most
politicians who advance beyond the local level in states of any size and
consequence. The role of wealthy donors and fund-raisers seems to be
especially crucial in determining which candidates enter primaries
and do well in them, because name recognition and image seem to be
even more important at this point than in regular elections.

This does not mean that the candidate with the most money usu-
ally wins. Far from it, as seen in case studies of big-spending losers,
who are usually new to politics and think that money is everything. In-
stead, the important point is that it takes a very large minimum, now
as much as $1 million in a campaign for the House of Representatives,
to be a viable candidate even with the requisite political experience
and skills. It is like a high-stakes poker game: Anyone is welcome as
long as they can raise millions of dollars to wager.

Several reforms in campaign finance laws during the 1970s at-
tempted to restrict the size of donations by large contributors at the
national level, and a system of optional public financing for both pri-
maries and regular elections was instituted. However, the reforms did
not diminish the influence of the corporate community. If anything;
they increased it quite inadvertently. Before the reforms, a handful of
owners and executives would give hundreds of thousands of dollars to
candidates of interest to them. After the reforms, the same handful or-
ganized luncheons and dinners to which all of their colleagues and
friends gave a few thousand dollars for specific candidates and party
finance committees. Corporate leaders also formed Political Action
Committees (PACs) so their stockholders and executives could give an-
other $5,000 each year. In addition, trade associations and profes-
sional societies organized PACs, as did trade unions. PACs, in turn,
contributed to individual candidates and other PACs.
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Moreover, the restrictions on the size of individual donations, and
on any donations whatsoever by corporations, were in effect lifted in
1979 when the Federal Election Commission ruled that unrestricted do-
nations to state parties for “party-building” were permissible, although
the money could not be used to support a particular candidate. In prac-
tice, this distinction boiled down to the fact that the party’s candidate
could not be named even though his or her opponent could be named
(and pilloried). This “soft money,” as it came to be called, climbed to $46
million for both parties combined in 1992, then jumped to $150 million
in 1996, and to over $250 million in 2000. Still, the “hard” money of reg-
ular donations remained much larger, over $400 million in 2000.

The soft money loophole was closed in 2002, but in the process the
cap on donations to individual candidates was doubled from $1,000 to
$2,000, with a maximum of $95,000 over a two-year period to the party
and its individual candidates, making money-raising in wealthy circles
even easier. In 2004, just 548 Republican fund-raisers each collected
“bundles” of $100,000 or more, an estimated 40 percent of the $262 mil-
lion Bush collected for the primaries after he decided to opt out of pub-
lic financing. Almost all of the bundlers were from major industries, but
especially finance, insurance, and real estate, where $24.5 million was
raised, lobbying and law, where $12.5 million was collected, and energy
and natural resources, which added another $57 million. Similarly, 564
people raised $50,000 or more of Kerry's $248 million for the primaries,
an estimated 21 percent of his total. His most successful fund-raisers
were from law and lobbying ($16.4 million), finance, insurance, and
rea] estate ($9.7 million), and communications and electronics ($5.5
million).2? Both candidates opted back into public financing for the
general elections and collected $75 million from the government.

Still, Kerry and Bush had plenty of help from wealthy donors in
the general elections because a new way was once again found to by-
pass the restrictions. This time it was through advocacy organizations
(called 527s after the section in the tax code that permits them) that
could receive unrestricted donations and support candidates as long
as they stayed independent of the party and its candidates. Several lib-
eral Democrats, fearful that they could not compete with the Republi-
cans if they had to raise campaign funds in small amounts from
millions of people, or at the rate of only $2,000 per person, stole a
march on the Republicans by creating several 527 groups that could
take over voter registration, voter turnout, and media efforts. In effect,
they created a new organizational structure within the electoral shell
called “the Democratic Party.” The fact that the leaders of these orga-
nizations were not allowed to communicate with their candidate rein-
forced this sense of independence and attracted many first-time and
former third-party activists to their cause.
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Although the Democrats’ 527s later raised tens of millions of dol-
lars in amounts of $5,000 or less, in large measure through the Inter-
net, they began with pledges of $10 million from each of six
contributors, many of whom had not been active in party politics in
the past. In the end, just six people contributed $52 million of the
$71.8 million raised by the Joint Victory Campaign 2004, which
passed its donations to American Coming Together (ACT), another
527, for grassroots efforts (the “ground war”) and to the Media Fund
for television ads (the “air war”). Similarly, $8.8 million of the first
$12.5 million collected by MoveOn.org came from five donors. More
generally, 80 percent of the funds raised by the Joint Victory Cam-
paign 2004 came in individual donations of $250,000 or more.3? Table
6.1 provides the names, sources of wealth, occupational and organiza-
tional affiliations, and size of donations for the sixteen individual
donors who gave $1 million or more to one or more of the Democratic
527 groups. In addition to these large individual donations, several
labor unions gave a million or more dollars. The Service Employees
International Union (SEIU) led the way with donations of $41.0 mil-
lion, followed by the American Federation of State, County, and Mu-
nicipal Employees (AFSCME) with $22.1 million.

As for the Republicans, they jumped into the 527 game some-
what later, but ended up spending $96 million thanks to a relative
handful of donations from a Wal-Mart heir, the founder of Amway, the
owner of the San Diego Chargers professional football team, and
wealthy Texas friends of the Bush family. Most of this money was
spent on media spots, including ads questioning Kerry's record in Viet-
nam by the Swift Boat Vets and POWs for Truth, which were thought
to be the most effective ads launched in the air war.3!

Even with the new fund-raising efforts through alternative media
and the Internet, the less than 0.5 percent who give $1,000 or more re-
main important to political campaigns. Business groups contribute
twelve to fourteen times as much as organized labor, and they are the
major donors to both Republicans and Democrats. Fifty-nine percent
of the business-related donations go to the Republicans, which is 96
percent of the money they collect, and the 40 percent that goes to the
Democrats is six times as much as labor gives to the Democrats.

Although sectors of the corporate community are the largest
donors to candidates in both parties, detailed analyses of PAC-giving
patterns at the congressional level provide strong evidence that the
differences between the corporate-conservative and liberal-labor
coalitions manifest themselves in the electoral process. They show
that corporate and conservative PACs usually support one set of candi-
dates, liberal and labor PACs a different set, and that corporate PACs
almost never oppose each other. They may not all give to the same
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Table 6.1 Names, Sources of Wealth, and Total Amount of 2004
Campaign Finance Donations to Democratic 527 Groups

Size of
Donations
Source in Millions
Name of Wealth Occupation/Company of Dollars
George Soros financial investor chair, Soros Fund 23,5
Management
Peter Lewis insurance CEOQO, Progressive 23.0
Insurance
Peter Bing inheritance/real  Shangri-La 13.9
estate Entertainment
Herb & savings and loan Founders, Golden West 13.0
Marion Sandler Financial
Linda Pritzker  inheritance/Hyatt psychotherapist/mother 6.6
Hotels
Theodore Waitt computers cofounder, Gateway 5.0
Andrew venture capital August Capital 4.0
Rappaport
Alida Messinger! inheritance/ Messinger Charitable 33
Rockefeller Lead Trust
Jeff Levy-Hinte movie producer  Antidote Films 33
Jonathan Internet software Tippingpoint 31
McHale Technologies
Fred Eychaner TV stations Newsweb Corporation 3.1
Sue & Terry healthcare Intersystems 3.0
Rogon software Corporation
Lewis Cullman inheritance/ Cullman Ventures 2.7
tobacco
Robert D. Glaser software founder, CEQ, 2.2
RealNetworks
Agnes Varis industry retired chair, Agvar 1.5
Chemicals
Susie Tompkins clothing cofounder, Espirit 1.0
Buell

Total $111.2

Ms. Messinger is the sister of Senator John D. Rockefeller IV (Democrat, West
Virginia)

Source: Compiled from opensecrets.org, Infotrac, and Lexis-Nexis searches.
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candidate, but they seldom give to two different candidates in the
same race.3? These conclusions, based on statistical techniques, have
been bolstered by interviews with PAC executives, which reveal there
is indeed a large amount of coordination among corporate PACs. Fur-
thermore, these studies report that when corporate PACs support a
Democrat it is usually (1) because the Democrat is a moderate or con-
servative, and most often from the South or a rural area; (2) to main-
tain access to a Democrat who sits on a congressional committee
important to the corporation; or (3) as a favor to another corporation
that wants to maintain access to the Democrat.>3

Most corporate leaders in most business sectors favor Republi-
cans, but there are some variations from sector to sector.34 In 2004, 68
percent of the donations from those in movies and music went to
Democrats, whereas 71 percent of agribusiness and 81 percent of oil
and gas donations went to Republicans.3> There are also religious dif-
ferences between the wealthy donors to the two parties. Large Repub-
lican contributions come overwhelmingly from Christians. Motivated
by continuing concerns about anti-Semitism, as well as the Jewish
emphasis on sharing with the community, wealthy owners and man-
agers from Jewish backgrounds are more strongly Democratic than
Republican, and according to some estimates, may provide the Demo-
crats with as much as half of their individual contributions.3®

Given the problems of creating effective campaign finance re-
forms that are constitutional, acceptable to all elements of the liberal-
labor coalition, and acceptable to a congressional majority, it seems
likely that large donations will remain an essential part of the elec-
toral system. Thus, campaign donations from members of the corpo-
rate community and upper class will continue to be a central element
in determining who enters politics with any hope of winning a nomi-
nation at the federal level. In particular, it is the need for a large
amount of start-up money—to travel around a district or the country,
to send out large mailings, to schedule radio and television time in ad-
vance—that gives representatives of the power elite a very direct role
in the process right from the start, and thereby provides them with
personal access to politicians of both parties. Even though they do not
try to tie specific strings to their gifts, which would be futile and coun-
terproductive in any event, they are able to ensure a hearing for their
views and to work against candidates they do not consider sensible
and approachable.3?

Although big donations from wealthy people will continue to be
important in the future, the 2004 elections also showed the possibili-
ties of raising significant amounts of money over the Internet in
amounts of $10 to $1,000 from large numbers of people. Once
Howard Dean raised $41 million from 340,000 donors for his insur-
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gent campaign in the Democratic primaries, fueled at the outset by a
frustrated antiwar movement, but soon picking up a wider range of
small donors, other candidates soon followed his lead. Both Bush and
Kerry raised nearly one-third of their funds for the primaries from do-
nations of $200 or less. Similarly, it was the possibility of small dona-
tions solicited by means of the Internet that convinced many wealthy
liberals to provide groups like MoveOn.org with start-up money.
Moreover, the Internet fund-raising campaigns also led to the possibil-
ity of new meet-up groups of like-minded voters, where more money
could be raised and campaign volunteers recruited. Perhaps the most
important contribution of the 527s working within the Democratic
Party is that they showed it would be possible for activists to create
their own social identities within the party by developing their own in-
frastructure to contend in primaries and/or support candidates in the
regular elections.

OTHER FINANCIAL SUPPORT FOR CANDIDATES

As important as large campaign donations are in the electoral
process, there are numerous other methods by which members of the
corporate community can give financial support to the politicians
they favor. One of the most direct is to give them corporate stock or
to purchase property from them at a price well above the market
value. In 1966, for example, just this kind of favor was done for a fu-
ture president, Ronald Reagan, shortly after he became governor of
California. Twentieth Century Fox purchased several hundred acres
of his land adjacent to its large outdoor set in Malibu for nearly $2
million, triple its assessed market value and thirty times what he had
paid for it in 1952. The land was never utilized and was later sold to
the state. It was this transaction that gave Reagan the financial secu-
rity that made it possible for him to devote himself full-time to his
political career.3®

A very direct way of supporting the many politicians who are
lawyers has been to hire them or their law firms as legal consultants or
to provide them with routine legal business. Corporations can be espe-
cially helpful to lawyer-politicians when they are between offices. For
example, the chairman of PepsiCo retained former vice president and
future president Richard M. Nixon as the company’s lawyer in 1963,
while Nixon was out of office. He thereafter paid for every trip Nixon
made overseas in the next two years. This made it possible for Nixon
to remain in the political limelight as a foreign-policy expert while he
quietly began his campaign to become president in 1968.3

Members of the power elite also can benefit politicians person-
ally by hiring them to give speeches at corporate and trade association
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events. The Republican presidential candidate in 1996, former Sena-
tor Robert Dole of Kansas, earned $800,000 speaking to business
groups while he was a senator, a road to wealth now barred for Senate
members.*? But corporations and organizations in the policy-
planning network still can support candidates and potential candi-
dates by this method, paying them $30,000 and over per speech. They
also hire them as consultants or make them permanent fellows or
honorary advisers. One Republican politician of the 1980s and 1990s,
Jack Kemp, the party’s vice presidential candidate in 1996, was paid
$136,000 a year as an adviser by the Heritage Foundation, while also
earning $1 million between 1992 and 1995 lecturing to business
groups and receiving $100,000 a year as a director of six corpora-
tions.*! Former president Bill Clinton earned $18 million for speeches
to business associations in 2002-2003, charging from $100,000 to
$400,000 an appearance.

Politicians also know from past experience that they can be
richly rewarded after their careers in office if they are seen as reason-
able and supportive. For example, in early 2000, 144 former senators
and House members, evenly split between Democrats and Republi-
cans, were working as registered lobbyists, mostly for corporations
and trade associations, usually at salaries many times what they had
made while they were in government.*? Others have become corporate
executives or joined corporate advisory boards. Thus, a Democrat
from California, the chair of the House committee on public works
and transportation, resigned in 1995 to become a vice president at
Lockheed Martin.*> When a Republican representative from Louisiana
retired after twenty years in the House, where he wrote Medicare
legislation in 2004 that forbids the federal government from setting
prescription drug prices, he was appointed president of the Pharma-
ceutical Research and Manufacturing Association, the industry’s trade
group, at a reported $2 million a year. One of his Republican col-
leagues who helped write the legislation retired to become head of the
Biotechnology Industry Organization.

THE RESULTS OF THE CANDIDATE-SELECTION
PROCESS

What kinds of elected officials emerge from a candidate-selection
process that demands great emphasis on campaign finance and media
recognition? The answer is available from numerous studies. First,
politicians are from the top 10 to 15 percent of the occupational and
income ladders, especially those who hold the highest elective offices.
Only a minority are from the upper class or corporate community, but
in a majority of cases they share in common a business or legal back-
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ground with members of the upper class.** Nonetheless, politicians
feel a need to stress the humble nature of their social backgrounds
whenever it is possible.

As shown by a study comparing the rhetoric and reality of the
early lives of American presidents, most of the presidents were wealthy
or connected to wealth by the time they became president. George
Washington was one of the richest men of his day, partly through
inheritance, partly through marriage. Andrew Jackson, allegedly of
humble circumstances, was raised in a well-to-do, slaveholding family
because his father died before he was born, and he became even more
wealthy as an adult. He “dealt in slaves, made hundreds of thousands
of dollars and accumulated hundreds of thousands of valuable acres in
land speculation, owned racehorses and racetracks, bought cotton
gins, distilleries, and plantations, was a successful merchant, and mar-
ried extremely well.”4> Abraham Lincoln became a corporate lawyer
for railroads and married into a wealthy Kentucky family.

Few presidents in the past 120 years have been from outside the
very wealthiest circles. Theodore Roosevelt, William H. Taft, Franklin
D. Roosevelt, John F. Kennedy, George H. W. Bush, and George W.
Bush are from upper-class backgrounds. Herbert Hoover, Jimmy
Carter, and Ronald Reagan were millionaires before they became
deeply involved in national politics. Lyndon B. Johnson was a million-
aire several times over through his wife’s land dealings and his use of
political leverage to gain a lucrative television license in Austin, Texas.
Even Richard M. Nixon, whose father ran a small store, was a rich
man when he attained the presidency in 1968, after earning high
salaries as a corporate lawyer between 1963 and 1968 due to his abil-
ity to open political doors for corporate clients.

Bill Clinton, elected president in 1992 and 1996, tries to give the
impression he is from an impoverished background, claiming he is just
a poor boy from little Hope, Arkansas, born of a widowed mother. But
Clinton was gone from Hope, where he lived in comfortable circum-
.stances with his grandparents, who owned a small store, by the age of
'six. At that time, his mother married Roger Clinton, whose family
owned a car dealership in the nearby tourist town of Hot Springs. He
grew up playing golf at the local country club and drove a Buick con-
vertible. His mother sent him money throughout his years in college.
Clinton was not wealthy or from the upper class, but he had a very
solid middle-class upbringing and education that he artfully obscures.

The second general finding about elected officials is that a great
many of them are lawyers. In the past, between 50 and 60 percent of
congressional members were lawyers, and 27 of the American presi-
dents had law degrees.*® The large percentage of lawyers in the Amer-
ican political system is highly atypical when compared with other
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countries, where only 10 to 30 percent of legislators have a legal back-
ground. Insight into this high representation of lawyers among Amer-
ican officials is provided by comparing the United States with a
deviant case at the other extreme, Denmark, where only 2 percent of
legislators are lawyers. The class-based nature of Danish politics since
the late nineteenth century, and the fact that political careers are not
pathways to judicial appointments, are thought to discourage lawyer
participation in politics in that country. In contrast, the marginaliza-
tion of class issues by the two main American political parties, com-
bined with the intimate involvement of the parties in the judicial
system, creates a climate for strong lawyer involvement in the U.S. po-
litical system.4”

Whatever the reason for their involvement, lawyers are the occu-
pational group that by training and career needs are ideal go-
betweens and compromisers. They have the skills to balance the
relationship between the corporate community that finances them on
the one hand and the citizens who vote for them on the other. They are
the supreme pragmatists in a nation that prides itself on a pragmatic
and can-do ideology. They have an ability to be dispassionate about
the issues, and they are generally respectful of the process by which
things are done.

Taken together, lawyers, business executives, bankers, and real-
tors account for a very large percentage of elected officials. For the
Congress that began in January 2005, 242 of the 535 members re-
ported a background in law; they were about evenly divided between
Republicans and Democrats in both the Senate and the House. Even
more legislators, 287, said they had worked in business, banking, or
real estate at one point or another before they began political ca-
reers; here there were big differences between the two parties, with
176 House Republicans and 28 Senate Republicans mentioning one
of these occupations, compared to only 68 House Democrats and 15
Senate Democrats. In addition, a minority of members said that
their careers had included work in such varied fields as education
(104),8 agriculture (34), medicine (20), journalism (18), and labor
(12).4

Whether elected officials are from business or law, the third gen-
eral result of the candidate-selection process is a large number of very
ambitious people who are eager to “go along to get along.” To under-
stand the behavior of a politician, concludes one political scientist
who studies political careers in detail, it is more important to know
what they want to be in the future than how they got to where they are
now.*? This great ambition, whether it be for wealth or higher office,
makes politicians especially available to those people who can help
them realize their goals. Such people are often members of the corpo-
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rate community or upper class, who have money to contribute and
connections to other districts, states, or regions where striving candi-
dates need new friends. Thus, even the most liberal or ultraconserva-
tive of politicians may develop a new circle of moderate supporters as
they move from the local to the congressional to the presidential level,
gradually becoming more and more involved with leading figures
within the power elite.

The fourth generalization about most successful political candi-
dates is that they are either conservative or silent on the highly emo-
tional social issues. Basically, very few candidates can win if their views
fall outside the limits that have been set by the actions and television
advertising of the ultraconservatives and Christian Right. As long as 75
percent of the people say they believe in the death penalty, for example,
and a significant minority of fervent single-issue voters oppose strict
gun-control laws, it is unlikely that anyone who openly challenges
these beliefs can be elected to any office except in a few liberal districts
and cities. Here, then, is an instance in which public opinion has a di-
rect effect on the behavior of candidates and elected officials, even
though it is also true that most voters make their voting decisions
based on their party identification and degree of satisfaction with the
state of the economy.*”

The fifth general finding, alluded to earlier in the chapter, is that
the majority of elected officials at the national level are pro-business
conservatives. For most of the twentieth century, this conservative ma-
jority consisted of Northern Republicans and Southern Democrats. In
the 1980s and early 1990s, Republicans replaced Southern Democrats
in both the House and the Senate, which contributed heavily to the
Republican takeover of Congress in 1994. As late as 1996, however,
with conservative white Southern Democrats accounting for less than
thirty votes in the House, the conservative voting coalition still formed
on 11.7 percent of the congressional votes and was successful 98.9
percent of the time. The Southern Democratic votes were essential to
thirty-three of fifty-one victories in the House and nineteen of thirty-
:seven victories in the Senate, offsetting defections by the handful of
moderate Republicans from the Northeast who are still in office de-
spite ultraconservative challenges in primaries and a drift to the Dem-
ocrats by Northeastern voters.>!

But that was then and this is now, and the corporate-conservative
coalition is likely to become completely lodged within the Republican
Party as the twenty-first century unfolds. The only wealthy people who
will remain in the Democratic Party will be those who are moderates
or liberals based on social or religious values, or who feel alienated
from the Republicans based on their ethnicity, religious background,
or skin color.
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THE LIBERAL-LABOR
COALITION IN ELECTORAL POLITICS

The liberal-labor coalition has had very little independent influence at
the presidential level since 1972. Fearing the antiunion and antiliberal
stance of the Republican Party, it ends up trying desperately to turn
out voters for the centrist or moderate conservative who wins the
Democratic presidential nomination. However, despite the importance
of campaign contributions and corporate-conservative involvement at
the congressional level, the liberal-labor coalition is nonetheless able
to elect some sympathizers and supporters to both the House and the
Senate. Using 75 percent favorable ratings over a four-year period by
the liberal Americans for Democratic Action as an indicator of liberal-
ism, a study done for this book shows that about 30 percent of sena-
tors and 35 percent of House members are liberals. While a liberal
group of this size is not large enough to win on its own, it can pose a
potential threat to the power elite.

Moreover, politicians who are supported by and feel sympathetic
toward the power elite may vote with the liberals and labor under
some conditions, which means that a majority of elected officials
could disagree with the power elite on specific issues. Such alliances
do occur, although they usually do not involve issues relevant to the
corporate community. For example, a liberal-led arms-control coali-
tion defeated the Reagan Administration’s proposal in 1984 to build an
additional 100 MX missiles. The coalition included members of the
defense community, such as former secretaries of defense, directors of
the CIA, and retired army generals who once held leadership roles in
nuclear defense. These defense leaders were essential in reassuring
lawmakers that the MX missiles were not necessary. Then, too, the lib-
eral lobby initiated the battle to extend the lifetime of the Voting
Rights Act in 1982, but there was no lobbying opposition, and moder-
ate Republicans agreed that legislative oversight in Southern states
was needed in the face of evidence of continuing discrimination
there.2

The liberal-labor coalition also was successful in blocking the
nomination of Robert J. Bork to the Supreme Court in 1987. The AFL-
CIO, civil rights groups, and women’s groups formed a large and vig-
orous coalition to claim that Bork was an ideological extremist, as
evidenced by assertions in his many speeches, articles, and court
briefs. He argued, for example, that courts had no right to rule on civil
rights and abortions. Ultraconservative groups were unable to counter
this liberal-labor pressure, and Bork was rejected in the Senate by a
58-42 vote. But the corporate community was silent on the issue, as it
often is on court appointments. Moreover, even some moderate civic
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groups opposed Bork. The centrist Federation of Business and Profes-
sional Women’s Clubs was open in its opposition. Most important of
all, Bork also was opposed by some of the most distinguished conser-
vative law professors in the country as well as by a great many centrist
law professors. Simply put, the liberal-labor coalition could not have
won in the Senate without the support of centrists, moderate Republi-
cans, and conservative law professors.>3

Still, the liberal-labor coalition has won some victories in the
face of opposition from many sectors of the corporate community.
These victories show, as emphasized at the end of Chapters 2 and 4,
that there is too much uncertainty and volatility in the workings of
government for the power elite to leave anything to chance. The power
elite therefore have a need to influence government directly in order to
augment their structural economic power and their large reservoir of
respectable policy options. The explanation for the handful of liberal-
labor successes on some issues of concern to the corporate commu-
nity, which at first glance may seem to contradict much of what has
been said in this and the preceding chapter, is presented as part of the
next chapter.






How the Power Elite
Dominate Government

The power elite build on their structural economic power, their store-
house of policy expertise, and their success in the electoral arena to
dominate the federal government on the issues about which they care.
Lobbyists from corporations, law firms, and trade associations play a
key role in shaping government on narrow issues of concern to spe-
cific corporations or business sectors, and the policy-planning net-
work supplies new policy directions on major issues, along with
top-level governmental appointees to implement those policies.
However, victories within government are far from automatic.
As is the case in the competition for public opinion and electoral suc-
cess, the power elite face opposition from a minority of elected offi-
cials and their supporters in labor unions and liberal advocacy
groups. These liberal opponents are sometimes successful in blocking
the social initiatives put forth by the Christian Right, but the corpo-
rate-conservative coalition itself seldom loses when it is united. In
fact, most of the victories for the liberal-labor coalition come because
of support from moderate conservatives, usually in situations of ex-
treme social disruption, such as economic depressions or wars.
There is only one major issue that does not fit these generaliza-
tions, the National Labor Relations Act of 1935. This legislation gave
employees, with the exception of agricultural, seasonal, and domestic
workers, the right to join unions and enter into collective bargaining
with their employers. It was vigorously opposed by virtually every
major corporation in the country, but the liberal-labor coalition
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nonetheless prevailed in the context of strong labor militancy. This de-
feat for the corporate community is due in part to the defection of the
Southern Democrats from the conservative voting bloc, which is ex-
plained at the end of the chapter.

THE ROLE OF GOVERNMENTS

Governments are potentially autonomous because they have a unique
function: territorial regulation. They set up and guard boundaries and
then regulate the flow of people, money, and goods in and out of the
area for which they have responsibility. They also have regulatory func-
tions within a territory, such as settling disputes through the judicial
systemn and setting the rules that shape the economic marketplace.!

Neither business, the military, nor churches are organized in
such a way that they could provide these necessary functions. The mil-
itary sometimes steps in—or forces its way in—when a government is
weak or collapsing, but it has a difficult time carrying out routine reg-
ulatory functions for very long. Nor can competing businesses regu-
late themselves. There is always some business that will try to improve
its market share or profits by adulterating products, reducing wages,
colluding with other companies, or telling half-truths. As most econo-
mists and all other social scientists agree, a business system could not
survive without some degree of market regulation. Contrary to claims
about markets being free, they are historically constructed institutions
dependent upon governmentally sanctioned enforcement of property
and contract rights.2 When these regulatory agencies are captured by
the corporate community, the result is often the kind of speculative
frenzy in financial markets that led to the bankruptcy of Enron in
2001, as well as accounting scandals, insider dealing among stockbro-
kers, excessive fees by mutual funds, and kickbacks by insurance com-
panies. Table 7.1 presents a small, partial list of illegal business
transactions that were stopped or penalized by the federal government
in 2003 or 2004. They were selected to show the wide range of offenses
that occur regularly.

Sometimes the federal government has to act to protect markets
from being completely destroyed by the anticompetitive practices of a
company that thereby grows very large. That is what happened in
1911, when the Supreme Court ordered the breakup of the Rocke-
fellers’ huge Standard Oil of New Jersey because of the illegal strate-
gies used by John D. Rockefeller, Sr., to destroy rivals. It is also what
happened in the case-of Microsoft, when Netscape sent the Depart-
ment of Justice a 222-page paper in 1996, which was later backed up
by testimony from representatives of Sun Microsystems, AOL, and



THE ROLE OF GOVERNMENTS 163

Table 7.1 Selected Reports from the New York Times Concerning lllegal
Actions by Corporations or Individuals in 2003 and 2004

A founder of Earthlink, Reed Slatkin, was sentenced to fourteen years in
prison for cheating investors out of nearly $600 million. September 3, 2003,
p. C5.

Riggs National Bank in Washington, D.C., was fined $25 million for failing
to report suspicious banking activity by Saudi Arabian depositors, the largest
penalty ever assessed against a domestic bank in connection with money
laundering. May 14, 2004, p. C1.

Pfizer, the world’s largest pharmaceutical company, paid a $430 million fine
after pleading guilty to paying doctors to prescribe its epilepsy drug. May 14,
2004, p. Cl.

NEC, a large computer firm, pleaded guilty and paid a fine of $20.7 million
for defrauding public schools through a program that was supposed to create
Internet infrastructure in poor and rural schools. May 28, 2004, p. C1.

Archer Daniels Midland, which buys and sells a wide range of farm
products, accepted a $400 million settlement for fixing prices in the market
for the corn sweeteners used in breakfast cereals, soft drinks, and snacks.
June 18, 2004, p. C1.

The best-known seller of fraudulent offshore tax havens, Jerome Schneider,
confessed that he had helped hundreds of wealthy Americans evade taxes and
was sentenced to two years in prison. November 18, 2004, p. C1.

Fannie Mae, the largest nonbanking financial institution in the world, which
buys home mortgages as long-term investments, was forced by a federal
regulatory agency to replace its CEO due to questionable accounting
practices over a period of several years that overstated profits. December 21,
2004, p. C1.

American International Group, an insurance company, agreed to pay $126

million in penalties and accept a monitor from the Securities and Exchange

Commission because it arranged illegal loss-hiding transactions for PNC
Financial Services. December 22, 2004, p. C1.

“Ernst & Young, a major accounting firm, agreed to pay $125 million to the
Federal Deposit Insurance Corporation for helping to conceal the poor
financial condition of a failed suburban Chicago bank. In paying the penalty,
however, it did not admit to any liability. December 25, 2004, p. C1.

HealthSouth, a chain of rehab hospitals and surgical centers, paid the
government $325 million plus interest to settle charges that it inflated its
Medicare bills. December 31, 2004, p. C1.

E. Kirk Shelton, former vice-chair of the Cendant Corporation, which sells
real estate and travel services, was found guilty of an accounting fraud that
cost shareholders $14 billion when it was discovered in 1998. January S,
2005, p. C1.
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others. What seemed at first to be innovation turned out to be manip-
ulation and intimidation in the tradition of Rockefeller, Sr.3

Governments are also essential in creating money, setting inter-
est rates, and shaping the credit system. Although the United States
tried to function without a central bank for much of the nineteenth
century, the problems caused by a privately controlled money system
were so great that the most powerful bankers of the day worked to-
gether to create the Federal Reserve System in 1912.% The system was
improved during the 1930s and is now an essential tool of the corpo-
rate community in keeping a highly volatile business system from ca-
reening off in one direction or another. When the stock market
crashed in 1987, for example, the Federal Reserve made sure there
would be no repeat of the Great Depression by instructing large New
York banks to keep making loans to temporarily insolvent debtors.
Similar bailouts were performed in the 1990s for problems in Mexico,
Korea, and a Wall Street investment firm, Long Term Capital Manage-
ment, that could have caused large-scale bankruptcies.®

The federal government also is essential in providing subsidy
payments to groups in trouble, such as farmers and low-income work-
ers, in ways that bolster the market system and benefit large corpora-
tions. Farmers received a record $28 billion in direct payments in
2000, and 16.4 billion in 2003. This program allows large corporations
to buy commodities at low prices, while at the same time providing
purchasing power in rural communities throughout the South, Mid-
west, and Great Plains.® At the other end of the economic ladder, low-
income employees who work full-time and have children received $30
billion in 2000 through a program called Earned Income Tax Credits.
Both corporate leaders and Republicans prefer these year-end govern-
ment bonus payments to the old system of welfare payments because
they increase the labor pool and reinforce the work ethic.”

Nor is the state any less important in the context of a globalizing
economy. If anything, it is even more important because it has to en-
force rules concerning patents, intellectual property, quality of mer-
chandise, and much else in an unregulated international arena. The
international economy simply could not function without the agree-
ments on monetary policy and trade that the governments of thé
United States, Japan, Canada, and Western Europe uphold through
the International Monetary Fund, World Trade Organization, and
other international agencies. For the American corporate commu-
nity, domination of the state on economic issues also remains essen-
tial because the laws favoring American corporations that move
production overseas could be easily changed. Tax breaks to offset
taxes paid overseas could be eliminated, for example, or laws could
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be passed stipulating that goods could not enter the United States
from countries that ban unions and use government force to sup-
press wages.

APPOINTEES TO GOVERNMENT

The first way to see how the power elite shapes the federal government
is to look at the social and occupational backgrounds of the people
who are appointed to manage the major departments of the executive
branch, such as state, treasury, defense, and justice. If the power elite
are as important as this book claims, they should come disproportion-
ately from the upper class, the corporate community, and the policy-
planning network.

There have been numerous studies of major governmental ap-
pointees under both Republican and Democratic administrations,
usually focusing on the top appointees in the departments that are
represented in the president’s cabinet. These studies are unanimous in
their conclusion that most top appointees in both Republican and
Democratic administrations are corporate executives and corporate
lawyers, and hence members of the power elite. Moreover, they are
often part of the policy-planning network as well, supporting the claim
in Chapter 4 that the network plays a central role in preparing mem-
bers of the power elite for government service.?

The most systematic study of the factors leading to appointments
shows that corporate executives who have two or more outside direc-
torships are four times more likely to serve in a federal government
advisory position than executives from smaller companies. In addi-
tion, participation of corporate directors in at least one policy group
increases their chances of an appointment by a factor of 1.7. An ac-
companying interview study supported the quantitative findings by
-showing that chief executive officers often mention participation in a
‘policy group as a qualification for an appointment to government.?

. Reflecting the different coalitions that make up the two parties,
there are some differences between the second-level and third-level
appointees in Republican and Democratic administrations. Republi-
cans frequently appoint ultraconservatives to agencies that are thor-
oughly disliked by the appointee, such as the Environmental
Protection Agency, the Occupational Safety and Health Administra-
tion, the National Highway Traffic Safety Administration, and the Of-
fice of Civil Rights. Democrats, on the other hand, often place liberals
in the same agencies, creating a dramatic contrast when a Democratic
administration replaces a Republican one. The Clinton Administra-
tion’s appointments to the Office of the Attorney General, for example,
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were far more vigorous in using the antitrust laws to challenge mo-
nopolistic corporate practices than those of the Reagan and Bush ad-
ministrations.’? As an even more dramatic example, the Food and
Drug Administration took on the tobacco companies during the Clin-
ton years and won, to the amazement of everyone.!!

The way in which presidents rely on corporate leaders and ex-
perts from the policy groups in making appointments can be seen in
both the Clinton and Bush administrations. President Clinton's first
secretary of state was a director of Lockheed Martin, Southern Cali-
fornia Edison, and First Interstate Bancorp, a trustee of the Carnegie
Corporation, a recent vice-chair of the Council on Foreign Relations,
and officially a corporate lawyer. The second secretary of state, the
daughter of a Czechoslovakian diplomat who immigrated to the
United States and became a dean at the University of Denver, married
into great wealth, earned a Ph.D. in international relations, raised
money for the Democratic Party, and became active in several foreign
policy groups. The first secretary of defense, a former professor and
longtime member of Congress, came from a business family in Wis-
consin. The first secretary of treasury inherited millions from his
rancher father and founded his own insurance company in Texas. He
was succeeded by a codirector of the Wall Street investment banking
firm of Goldman Sachs, who was also a trustee of the Carnegie Corpo-
ration and had a net worth between $50 and $100 million in 1992. The
first director of the CIA was a corporate lawyer and a director of
Martin Marietta, a large defense contractor that later merged with
Lockheed; the second CIA director, a professor and administrator at
MIT, was a director of Citigroup, Perkins-Elmer, and CMS Energy.

The secretary of agriculture was an African-American from the
Mississippi Delta whose grandfather and father were major landown-
ers and business owners. The secretary of commerce, also an African-
American, came from a family that owned a hotel in Harlem; at the
time of his appointment he was a lawyer with one of the leading cor-
porate firms in Washington, which paid him $580,000 in 1992 even
though he spent most of his time as chairman of the Democratic Party.
The secretary of energy was both African-American and female; she is
also the former executive vice president of Northern States Power, a
utility company in Minnesota, and the daughter of two physicians.
The secretary of housing and urban development, a Mexican-
American who had been mayor of San Antonio, was the chair of an
investment firm, the head of an air charter company, and a trustee of
the Rockefeller Foundation at the time of his appointment. The least-
connected major figure in the Clinton cabinet, the attorney general, is
the daughter of journalists in Florida and was once a state attorney in
Miami.
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The administration drew many of its key members from a small
group of current or recent directors on the board of the Council on
Foreign Relations. In addition to the secretary of state, who was a
Council director from 1982 to 1991, three other Council directors held
top positions in the State Department at one point or another. The sec-
retary of health and human services was a Council director at the time
of her appointment, as well as the chancellor of the University of Wis-
consin, a trustee of the Committee for Economic Development, and a
trustee of the Brookings Institution. Other Council directors who
served in the Clinton Administration at one point or another were the
White House special counsel, the director of the Office of Management
and Budget, and the head of the Federal Reserve Board.

The top levels of the Bush Administration are as directly con-
nected to the corporate community as any set of high government offi-
cials could be. President Bush, a graduate of Andover, Yale, and the
Harvard Business School, started a small Texas oil company, Arbusto,
in 1977 with the help of money raised on Wall Street by one of his un-
cles. The company did not do well, so it was absorbed by Spectrum 7,
owned by one of his father’s friends, who gave Bush a 10 percent stake
in the company and made him chairman. When that company did not
prosper either, it was purchased by Harken Energy, owned by other
friends of the Bush family, and Bush became a Harken consultant and
a member of its board of directors. After leaving the oil business with
$885,000 in profits from selling his Harken stock, he became the man-
aging partner in an investor group that bought the Texas Rangers
baseball team, headed by his closest friend from Yale, by then a
wealthy New York Democrat. The same friend put him on the board of
Silver Screen Management, which financed over seventy-five Disney
movies. In 1990, Bush served on the board of directors of Caterair, an
airline catering company, after it was purchased by the Carlyle Group,
where friends of his family had a prominent role.12

Before his election, Vice President Richard Cheney spent eight
years as president of Halliburton, a conglomerate of construction and
oil-drilling companies, and the seventh largest defense contractor in
2003, where he made several million dollars a year and exercised over
$20 million in stock options when he left. He was also on the board of
directors of Electronic Data Systems, Procter & Gamble, and Union
Pacific. He served as a director of the Council on Foreign Relations
from 1987 to 1989, and was vice-chair of the board of the American
Enterprise Institute when he became vice president.

The president’s chief of staff, Andrew Card, came to his position
after seven years as CEO of the American Automobile Manufacturers
Association and two years as the chief lobbyist for General Motors,
where his title was vice president for governmental affairs. He started
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out as an engineer in the 1970s and became involved in Republican
politics, including George H. W. Bush’s presidential campaigns. The
national security advisor, Stephen Hadley, with an undergraduate de-
gree from Cornell and a law degree from Yale, was a corporate lawyer
in Washington with the prestigious firm of Shea & Gardner, where he
worked in part as a lobbyist for Lockheed Martin. He had been in and
out of government posts in Republican administrations for the previ-
ous twenty years, including deputy national security director from
2001 to 2004.

The secretary of state, Condoleezza Rice, an African-American
woman from the middle class in Birmingham, earned a B.A. and a
Ph.D. in international relations from the University of Denver, joined
the faculty at Stanford University in 1981, and received a fellowship
from the Council on Foreign Relations in 1986 to work for the Joint
Chiefs of Staff in the Pentagon. She served in a secondary position on
the National Security Council during the presidency of George H. W.
Bush, and then returned to Stanford, where she soon became the sec-
ond-ranking officer in the university and joined the boards of directors
of ChevronTexaco and Transamerica. She is a fellow of the Hoover In-
stitution and a member of the Council on Foreign Relations. She left
her administrative role at Stanford in 1999 to become George W.
Bush'’s personal tutor on foreign relations, and then became his na-
tional security advisor in 2001.

The secretary of defense, Donald Rumsfeld, who held numerous
positions in the Nixon and Ford administrations, including secretary
of defense for eighteen months from 1975 to 1977, spent eight years as
the CEO of G.D. Searle & Co., and three years in the same position for
General Instruments. He sat on 4 corporate boards before joining the
Bush Administration in 2001: Kellogg, Sears Roebuck, the Tribune
Publishing Co., and Gulfstream Aerospace, where he made over $1 mil-
lion from stock options for his help in selling corporate jets to foreign
governments. He was a trustee of 2 think tanks, the American Enter-
prise Institute and the Rand Corporation. In 1998, he headed a bipar-
tisan congressional commission to assess the ballistic missile threat
from North Korea and Iran, which concluded that the United States
was in great danger.

The secretary of treasury, John W. Snow, was the CEO of CSX,a
freight transportation company, and a director of Circuit City, John-
son & Johnson, and Verizon. He was a member of the Business
Roundtable. The attorney general, Alberto Gonzalez, raised in a low:
income Mexican-American immigrant family, served in the air force
after high school graduation, received a B.A. from Rice University, and
graduated from Harvard Law School. He then joined the most impor-
tant corporate law firm in Texas, Vinson & Elkins, where he worked in
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the business, real estate, and energy group from 1981 to 1995. When
Bush was elected governor of Texas in 1994, Gonzalez became his gen-
eral counsel in 1995 and later was appointed to the Texas Supreme
Court. He became White House counsel in 2001.

The secretary of commerce, Carlos M. Gutierrez, born into a
wealthy Cuban family that came to the United States when Fidel Cas-
tro came to power, worked his way up from an entry-level position in
marketing to the top echelons of the Kellogg Corporation, where he
became president in 1998 and CEO in 1999. He was also a director at
Colgate-Palmolive. The secretary of energy, Samuel W. Bodman, re-
ceived his undergraduate degree at Cornell and earned a doctorate in
chemistry at MIT, where he taught for six years before he became a
vice president at Fidelity Venture Associates, a mutual fund, in 1970.
The company had changed its name to FMR (Fidelity Management &
Research) by the time he became its president in 1976. In 1986, he was
appointed president and two years later CEO of Cabot Corporation,
which specializes in importing natural gas and manufacturing carbon
black. He also served on the boards of Westvaco, John Hancock Fi-
nancial Services, Thermo Electron, and the Security Capital Group.

The secretary of the interior, Gale A. Norton, received her under-
graduate and law training at the University of Denver, and then spent
much of her early career fighting court battles against environmental
regulations in the West. She served as the attorney general of Colorado
from 1992 to 1998, at which point she joined a corporate law firm in
Denver and became a registered lobbyist for NL Industries, a major
manufacturer of lead-based paint. Her husband is a commercial real
estate developer.

The secretary of labor, Elaine Chao, a Chinese-American, is the
daughter of wealthy immigrants from Taiwan. She graduated from
Mount Holyoke and the Harvard Business School, worked in manage-
. ment for the Bank of America and Citigroup, and served as deputy sec-
‘retary of transportation and then head of the Peace Corps in the
_George H. W. Bush Administration. She has been on the boards of
Clorox, Dole Foods, and Northwest Airlines, and is a fellow of the Her-
itage Foundation and a member of the Council on Foreign Relations.

The secretary of transportation, Norman Mineta, a Japanese-
American and former Democratic Congressman, inherited his father’s
insurance agency in San Jose, where he was elected to the city council
and the office of mayor before going to Congress in 1975. He resigned
from Congress and then worked as a vice president at Lockheed Mar-
tin from 1995 until July 2000, when he was asked to serve in the Clin-
ton Administration as secretary of commerce.

The secretary of health and human services, Michael Leavitt,
rose to be CEO in the insurance brokerage founded by his father, the
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Leavitt Group, the twenty-seventh largest insurance brokerage in the
country, with a chain of 100 agencies across the country. He was
elected governor of Utah in 1993 with the help of large campaign do-
nations from the insurance industry, and then appointed to be the ad-
ministrator of the Environmental Protection Agency in 2003. He
valued his stake in the Leavitt Group at between $5 and $25 million at
the time of his EPA appointment. He also was a director of Pacificorp,
Utah Power and Light, and Great Western Thrift and Loan before
going into politics.

The secretary of housing and urban development, Alphonse
Jackson, an African-American who received an undergraduate degree
at Truman State University and a law degree at Washington University,
began his career in public service in St. Louis, working first in public
safety and then in housing, and left to direct the Department of Public
and Assisted Housing in Washington, D.C. He next went to Dallas in
1989 to become the president and CEO of the city’s housing authority:
In 1996, he was appointed Texas president of American Electric
Power, a utility conglomerate that operates in many different states.

The secretary of veterans affairs, Jim Nicholson, grew up on a
tenant farm in Iowa and graduated from West Point, and then spent
eight years as an army ranger and paratrooper, earning a Bronze Star
in Vietnam. He later earned a law degree from the University of Den-
ver, specializing in real estate, and then founded a company to develop
planned residential communities and build quality custom homes. He
was the White House ambassador to the Vatican before his appoint-
ment as secretary of veterans affairs.

The secretary of agriculture, Michael O. Johanns, grew up on an
Towa dairy farm, attended college at St. Mary's in Minnesota, and re-
ceived a law degree from Creighton University in Omaha. He soon
joined with three others to found a law firm in Lincoln, was elected to
the city council there in 1989, the mayorship in 1991, and then the
governorship of Nebraska in 1999.

The secretary of education, Margaret Spellings, was a legislative
lobbyist for the state school board association when she first met
George Bush as he was making plans for a run at the governorship of
Texas, and was soon asked to be his adviser. She was a major figure in
drafting the No Child Left Behind Act. She is a graduate of the Univer-
sity of Houston.

As these thumbnail sketches show, the gender, racial, and ethnic
diversity of Bush’s appointments is at least as wide as Clinton’s, but
they are even more corporate and conservative, with 8 CEO positions
and 28 major board directorships among them (the 3 directorships
once held by Bush are not counted as major directorships). The com-
position of the Bush cabinet demonstrates that the diversity fought for
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by liberal minorities, women, and gays and lesbians since the 1960s
does not necessarily transfer into a liberal social outlook. It may even
be that the power elite has been strengthened by calls for diversity that
do not include an emphasis on the egalitarian social philosophy that
energized the original activists. Leaders in the power elite have been
able to defuse criticismn based on gender, race, and ethnicity while at
the same time appointing people with the occupational backgrounds
and values that are important in reinforcing the structure and distri-
bution of power.13

The general picture that emerges from this information on the
overrepresentation of members of the corporate community and pol-
icy network in appointed governmental positions is that the highest
levels of the executive branch, especially in the State, Defense, and
Treasury departments, are interlocked constantly with the corporate
community through the movement of executives and corporate
lawyers in and out of government. Although the same person is not in
governmental and corporate positions at the same time, there is
enough continuity for the relationship to be described as one of re-
volving interlocks. Corporate leaders resign from their numerous di-
rectorships to serve in government for two or three years, then return
to the corporate community.

This practice gives corporate officials temporary independence
from the narrow concerns of their own companies and allows them
to perform the more general roles they have learned in the policy-
discussion groups. However, it does not give them the time or inclina-
tion to become fully independent from the corporate community or to
develop a perspective that includes the interests of other classes and
groups. In terms of the Who governs? indicator of power, then, it is
clear that the power elite are the predominant voice in top-level ap-
_pointive positions in the executive branch.

SUPREME COURT APPOINTMENTS

The Supreme Court has a special and unique role in the American
system of governance. As the final arbiter in major disputes, it has
been imbued with a mystique of reverence and respect that makes it
the backstop for the American power elite.!4 While its members are
to some extent constrained by legal precedent, there is in fact a fair
degree of discretion in what they decide, as seen in the numerous
great reversals of opinion down through the years.!®> Such reversals
have occurred most dramatically on the issue of rights for African-
“Americans. Then, too, a switch in precedents in 1937 by two mem-
bers of the court legitimated the crucial legislation having to do with
union organizing that is discussed toward the end of this chapter.!¢
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Coming closer to home, the independent power of the Supreme Court
was on display for all Americans in the 2000 elections: A highly con-
servative court that preached against judicial activism and empha-
sized states rights nonetheless overrode the Florida Supreme Court
and found a way to put a stop to the counting of uncounted votes that
might have tipped the presidential election to the Democrats. As con-
stitutional scholars argued vociferously about the legal reasoning be-
hind the Court’s majority, the Democratic Party and most Americans
accepted the decision.

As the Court’s prevention of the Florida recount shows, Supreme
Court appointments, and deference to their decisions, do matter, which
is yet another reason why the power elite work so hard to win elections.
As standard sources conclude from an examination of Supreme Court
appointments, virtually all appointees have shared the ideological and
political views of the presidents who appointed them.!7 In effect, this
means that the Supreme Court reflects the range of acceptable opinion
within the corporate-conservative coalition. The appointees are also pri-
marily from the upper and uppermiddle classes, and an “inordinate
number had served as corporate attorneys before their appointments.”!8
However, they also tend to be from elite law schools, to have experience
as lower-level judicial appointments or as professors at prestigious law
schools, and to have been active in a political party. They are subject to
strong scrutiny by leaders of the American Bar Association and confir-
mation by the Senate.!?

The current court reflects most of these generalities. Four are
graduates of Harvard Law School, including three Republican ap-
pointments and one Democratic appointment. Two are from Stanford
Law School, one from Yale Law School, and one from Columbia Law
School. The justice most clearly from the upper class, a corporate
lawyer appointed by President Gerald Ford, received his law degree at
Northwestern. Most had corporate law experience, except for the two
women justices, who found it difficult to find positions in a law firm,
despite their high rankings upon graduation from Stanford and Co-
lumbia. Six of the nine are millionaires, including the two Clinton ap-
pointees. Some inherited their wealth, some married into wealth, and
others acquired wealth from their corporate law practices.

Two of the nonmillionaires, Antonin Scalia and Clarence
Thomas, are also the most conservative justices. Scalia worked for a
corporate law firm for six years after graduation from Harvard, then
became a law professor. Thomas'’s work experience after graduation
from Yale included two years as a corporate attorney for Monsanto
Chemical Company, followed by two years as a legislative assistant to
the millionaire Republican senator from Missouri, John C. Danforth,
who later urged his appointment to the Supreme Court as the African-
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American replacement for the first African-American ever appointed
to the Supreme Court, civil rights lawyer Thurgood Marshall. The
third nonmillionaire, Anthony M. Kennedy, is the son of a corporate
lawyer and a graduate of Harvard, and was a corporate lawyer before
he became a judge.

As might be expected by this point in the book, the biggest differ-
ences among the justices concern volatile social issues. Women's
rights, affirmative action, civil liberties, and the separation between
church and state are the main targets of the ultraconservatives on the
court. There is much less disagreement on issues of concern to the cor-
porate community. On these issues, court opinions can be seen as the
best rationales that can be constructed for the defense of the corporate
economic system. These rationales have a firm basis in the American
constitution written in 1789 by the property-conscious Founding Fa-
thers and in crucial nineteenth-century court decisions that legiti-
mated corporations as having the same basic rights as individuals.

Although the Supreme Court defends corporate interests, at the
same time it also has protected and expanded individual freedoms by
taking an expansive view of the Bill of Rights, thereby solidifying the
right to privacy and the protection of freedom of speech. It also made
decisions that ensured the freedom of the press, and insisted that
states have to obey all provisions of the Bill of Rights, which many
states had ignored. In short, the Supreme Court has stood for both
corporate power and individual rights.

THE SPECIAL-INTEREST PROCESS

The special-interest process consists of the many and varied means by
which specific corporations and business sectors gain the favors, tax
breaks, regulatory rulings, and other governmental assistance they
:need to realize their narrow and short-run interests. The process is
;carried out by people with a wide range of experiences: former elected
officials, experts who once served on congressional staffs or in regula-
tory agencies, employees of trade associations, corporate executives
whose explicit function is government liaison, and an assortment of
lawyers and public-relations specialists. The process is based on a
great amount of personal contact, but its most important ingredients
are the information and financial support that the lobbyists have to
offer. Much of the time this information comes from grassroots pres-
sure generated by the lobbyists to show that voting for a given mea-
sure will or will not hurt a particular politician.20

Corporations spend far more money on lobbying than their offi-
cers give to PACs, by a margin of ten to one. In 2000, for example, the
tobacco industry, facing lawsuits and regulatory threats, spent $44
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million on lobbyists and $17 million on the Tobacco Institute, an in-
dustry public relations arm, but gave only $8.4 million to political
campaigns through PACs. More generally, a study of the top 20 defense
contractors showed that they spent $400 million on lobbying between
1997 and 2003, but only $46 million on campaign contributions.?!

The most powerful lobbyists are gathered into a few large firms
that are large businesses in themselves. These firms, in turn, are often
owned by the public relations firms that have a major role in the opin-
ion-shaping network discussed in Chapter 5. Two former Senate ma-
jority leaders, one Democratic and one Republican, are the leading
figures in the second-largest lobbying firm, whose many clients in-
clude Citigroup, Merrill Lynch, and Brown & Williamson Tobacco.
The issues these firms handle are typical of the special-interest
process. For example, Pfizer, a pharmaceutical manufacturer, paid one
firm $400,000 to try to work against a National Transportation Safety
Board proposal to ban the use of antihistamines by truck drivers. The
Magazine Publishers of America paid another firm $520,000 to oppose
a possible 15 percent increase in magazine postal rates.??

Intricate and arcane tax breaks are one of the most important as-
pects of the special-interest process. Thanks to successful efforts in
1993 to relax rules concerning minimurm corporate taxes, and changes
in 1997 making it possible for corporations to spread tax breaks over
several years, 12 of 250 profitable large firms studied for the years
1996 to 1998 paid no federal income taxes. Seventy-one of the 250
paid taxes at less than half the official rate during those three years.
General Electric alone saved $6.9 billion.?3

The trend toward increasingly large tax breaks continued from
2001 to 2003, with the effective tax rate on corporations declining from
21.7 percent during the last years of the Clinton Administration to 17.2
percent in 2003. Forty-six of 275 major companies studied for 2003
paid no federal income taxes, a considerable increase from a similar
study. in the late 1990s. A new tax bill in October 2004 added another
$137 billion in tax breaks for manufacturing and energy companies,
with General Electric, which spent $17 million in lobbying fees in 2003,
once again the biggest beneficiary. At the same time, other legal loop-
holes have allowed multinational corporations to increase the shelter-
ing of profits in foreign tax havens by tens of billions of dollars.2*

Special interests also work through Congress to try to hamstring
regulatory agencies or reverse military purchasing decisions they do
not like. When the Federal Communications Commission tried to
issue licenses for over 1,000 low-power FM stations for schools and
community groups, Congress blocked the initiative at the behest of big
broadcasting companies, setting standards that will restrict new li-
censes to a small number of stations in the least populated parts of the
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country.?> When the Food and Drug Administration tried to regulate
tobacco, Congress refused authorization in 2000 in deference to the
tobacco industry. The FDA is now so lax with pharmaceutical compa-
nies that one-third of its scientific employees have less than full conh-
dence that it tests new drugs adequately, and two-thirds expressed a
lack of complete confidence in its monitoring of the safety of drugs
once they are on the market.?®

Some special-interest conflicts pit one sector of business against
another, such as when broadcasters jockey for advantage against
movie or cable companies. Sometimes the arguments are within a spe-
cific industry, as occurred when smaller insurance companies moved
their headquarters to Bermuda in 1999 and 2000 to take advantage of
a tax loophole worth as much as $4 billion annually. Since the bigger
insurance companies cannot take advantage of this opportunity, they
supported bipartisan legislation to end the tax benefits of setting up in
Bermuda. They hired a lobbying firm, several law firms, and a public
relations firm to press their cause. The small companies countered by
hiring a different set of law firms and public relations companies.?”

The special-interest process often is used to create loopholes in
legislation that is accepted by the corporate community in principle.
“I spent the last seven years fighting the Clean Air Act,” said a corpo-
rate lobbyist in charge of PAC donations, who then went on to explain
why he gave money to elected officials even though they voted for the
strengthening of the Clean Air Act in 1990:

“How a person votes on the final piece of legislation is not represen-
tative of what they have done. Somebody will do a lot of things dur-
ing the process. How many guys voted against the Clean Air Act?
But during the process some of thermn were very sympathetic to
some of our concerns.”?8

Translated, this means there are forty pages of exceptions, ex-
tensions, and other loopholes in the 1990 version of the act after a
thirteen-year standoff between the Business Roundtable’s Clean Air
Working Group and the liberal-labor coalition’s National Clean Air
Coalition. For example, the steel industry has thirty years to bring
twenty-six large coke ovens into compliance with the new standards.
Once the bill passed, lobbyists went to work on the Environmental
Protection Agency to win the most lax regulations possible for imple-
menting the legislation. As of 1998, after twenty-eight years of argu-
ment and delay, the agency had been able to issue standards for less
than ten of the many hazardous chemicals emitted into the ajr.2?

Although most studies of the special-interest process recount the
success of one or another corporation or trade association in gaining
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the tax or regulatory breaks it seeks, or discuss battles between rival
sectors of the corporate community, there are occasional defeats for
corporate interests at the hands of liberals and labor within this
process. In 1971, for example, environmentalists convinced Congress
to end taxpayer subsidies for construction of a supersonic transport.
In 1977, a relatively strong anti-strip mine bill was adopted over the
objections of the coal indusiry. Laws that improved auto safety stan-
dards were passed over automobile industiry objections in the 1970s,
as were standards of water cleanliness opposed by the paper and
chemical industries.30

The liberal-labor coalition also can claim some victories for its
own initiatives in Congress. For example, the Family and Medical
Leave Act of 1993 allows both male and female employees of compa-
nies with fifty or more employees to take up to twelve weeks of unpaid
leave a year for child care or family illness. The bill was opposed by
corporate groups when it was first introduced in 1986, and vetoed
twice by President George H. W. Bush before President Clinton came
into office. The act covers 55 percent of American workers if govern-
ment agencies are included. The fact that the leaves are unpaid limits
the number of workers who can take advantage of them, and conser-
vatives were able to exempt small companies and reduce the amount
of leave from eighteen weeks to twelve, but health benefits are still in
place during the leave. Seventeen percent of the workforce took ad-
vantage of this opportunity over an eighteen-month period during
1994 and 1995.31

The special-interest process is the most visible and frequently
studied aspect of governmental activity in Washington. It also con-
sumes the lion’s share of the attention devoted to legislation by elected
officials. There is general agreement among a wide range of theorists
about the operation of this dimension of American politics. The
special-interest process is very important to the corporate community,
but it is not the heart of the matter when it comes to a full under-
standing of corporate power in the United States.

THE POLICY-MAKING PROCESS

General policy-making on issues of concern to the corporate commu-
nity as a whole is the culmination of work done in the policy network
described in Chapter 4. However, the differences between moderate
conservatives and ultraconservatives sometimes lead to major con-
flicts over new policies within the executive branch and the legislative
process. This was especially the case before the mid-1970s, although
the moderate conservatives stopped ultraconservatives from going too
far on some issues during the Reagan Administration. In addition, the



THE POLICY-MAKING PROCESS 177

power elite have to fend off alternative legislative proposals put for-
ward by the liberal-labor coalition at this point in the policy process.

The recommendations developed in the policy-planning network
reach government in a variety of ways. On the most general level, their
reports, news releases, and interviews are read by elected officials and
their staffs, if not in their original form, then as they are summarized by
commentators and columnists in the Washington Post, New York Times,
and Wall Street Journal. Members of the policy organizations also ap-
pear before congressional committees and subcommittees that are writ-
ing legislation or preparing budget proposals. During one calendar year,
for example, 134 of the 206 trustees of the Committee for Economic De-
velopment testified at least once before Congress on issues ranging from
oil prices to tax reductions to cutting regulatory red tape. Not all of this
testimony related directly to CED projects, but all of it related to issues
of concern to the corporate community. In several instances, the testi-
mony was written for the trustees by CED staff members; three of these
staff members also presented their own testimony on behalf of CED.

Impressive as these numerous appearances before legislative com-
mittees are, the most important contacts with government are more di-
rect and formal in nature. First, people from the policy-planning
network are often members of the many unpaid committees that advise
specific departments of the executive branch on general policies. In the
most recent and detailed study of this linkage, 83 percent of 12 think
tanks and policy-planning groups, and 72 percent of the 100 largest
corporations, had members on federal advisory committees, far more
than the foundations, universities, and charities in the database. For
example, the Defense Policy Advisory Committee on Trade within the
Department of Defense comes primarily from the defense industry,
while the National Security Telecommunications Advisory Committee

.in the Department of State comes from telecommunication, informa-

tion, and electronic companies. CEOs make up the entire membership
iof some of these advisory committees. Every government department
that is of potential interest to the corporate community has such com-
mittees.3? (For further information on these advisory committees, see
www.whorulesamerica.net.)

Second, they are prominent on the presidential and congressional
commissions that have been appointed from time to time since World
War II to make recommendations on a wide range of issues from high-
way construction to Social Security to a new missile defense system.
Third, corporate leaders have personal contact with both appointed and
elected officials as members of the policy organization with the most
access to government, the Business Roundtable. Fourth, they serve as
informal advisers to the president in times of foreign policy crisis. Fi-
nally, as shown in an earlier section of this chapter, they are appointed
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to government positions with a frequency far beyond what would be ex-
pected if all groups had an equal chance, putting them in a position to
endorse the policy suggestions brought to them by their colleagues and
former employees in the policy-planning network.

Until the Republicans won control of all three branches of the
federal government in 2000, the positions taken by moderate conser-
vatives determined the outcome of policy battles. If they did not wish
to see any change, they sided with their ultraconservative counterparts
in the power elite to defeat any programs suggested by liberals or
labor. There were only a few instances in the twentieth century when
the conservative voting bloc did not unite to block class-oriented
liberal-labor legislation through an outright majority, maneuvering
within key congressional committees, or a filibuster in the Senate.*

If the moderate conservatives favored policy changes opposed by
the ultraconservatives, they sought the backing of liberal-labor elected
officials for a program developed in moderate think tanks or policy-
discussion groups, or else they modified a plan advocated by liberals.
They were especially likely to take this course in times of extreme so-
cial disruption like the late 1960s, when they were dealing simultane-
ously with an antiwar movement, major upheaval in inner cities, and
an overheated economy.

Sometimes general policy battles pit one or two industries
against the rest of the corporate community, with the aggrieved indus-
tries eventually losing out. This is what happened to a large extent in
the 1950s and 1960s when the textile and chemical sectors blocked at-
tempts to reduce tariff barriers and increase world trade. When lead-
ers from the Committee for Economic Development were able to forge
a compromise with textile and chemical spokespersons, the opposition
in Congress disappeared immediately.33 The same thing happened in
1987 when the U.S. Chamber of Commerce and the National Federa-
tion of Independent Business objected on general principle to a call by
the American Electronics Association, the Chemical Manufacturers
Association, and organized labor for a federal program to monitor and
notify workers exposed to toxic substances in the workplace. The legis-
lation was defeated by a Republican filibuster in the Senate because
the corporate community as a whole feared that such a program might
provide a thin entering wedge for further demands for regulation.

* It was not until 1917 that a filibuster could be ended with a two-thirds vote. Since
1974, it takes three-fifths of the votes to end a filibuster. Because both Republicans and
Democrats now resort to filibusters more frequently than they did in the past, in effect it
is now necessary to have 60 votes in the Senate to pass highly liberal or highly conser-
vative legislation.
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None of this means that congressional voting coalitions develop
any more quickly and easily on large-scale issues than they do on
special-interest ones. Instead, each coalition has to be carefully con-
structed by elected officials, with the help of corporate lobbyists and
grassroots publicity. It is here that the political leaders do their most
important work. They are specialists in arranging trades with other
politicians for votes, and in being sensitive to the electoral risks for
each colleague in voting for or against any highly visible piece of legis-
lation. They are also experts at sensing when the moment is right to
hold a vote, often keeping the final outcome hanging in the balance for
weeks or months at a time. Sometimes they wait until a lame-duck
session shortly after elections have been held, or slip controversial leg-
islation into omnibus bills that are hard for voters to fathom. Finally,
their constant interaction with constituents and the media gives them
the experience and sensitivity to create the rhetoric and symbols
needed to make the new legislation palatable to as many people as
possible.

However, important parts of this usual picture changed signifi-
cantly when President George W. Bush was elected in 2000 in the con-
text of Republican control of the Congress and the Supreme Court.
From the outset, his administration ignored the suggestions of the
moderate conservatives, casting aside international treaties that they
had patiently negotiated concerning weapons control and global
warming. This tendency to govern from a nationalistic and ultracon-
servative stance was increased all the more by the terrorist attacks on
New York and Washington on September 11, 2001, which turned the
administration’s relative disinterest in foreign affairs into an assertive
nationalism.33 Virtually all foreign policy experts, whether moderates,
moderate conservatives, or ultraconservatives, supported the retalia-
tory attack on Afghanistan and Al Qaeda, but the invasion of Iraq in
March 2003 was undertaken against the opposition of moderate con-
servatives, and without the support of either the United Nations or the
nation’s usual Western European allies. Plans for the occupation
worked out by the State Department, where moderate conservatives
were in charge, were ignored in favor of plans by more optimistic and
inexperienced ultraconservative planners at the Pentagon. Most of
these decisions were openly disputed by leading moderate conserva-
tives in debates at the Council on Foreign Relations, which spilled
onto the opinion pages of the New York Times and Washington Post.
Nor did the Bush Administration feel any need to offer the liberal-
labor coalition the kinds of concessions on employment and welfare
issues that were often made in past wars in the name of national unity.
Except for the need for sixty votes in the Senate to end a filibuster, the
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ultraconservatives and their Christian Right allies are in control of the
agenda in Washington.

THE POLICY PROCESS
AND THE ORIGINS OF SOCIAL SECURITY

Several detailed studies could be used to demonstrate how the policy
process operates. They are of necessity historical in nature so that all of
the essential information can be assembled, including the behind-the-
scenes story of how the last few votes were secured. These studies en-
compass the most important twentieth-century initiatives of the power
elite, everything from the creation of agricultural subsidies to the ori-
gins of several key regulatory agencies. They also include the success of
the conservative voting coalition in defeating innovative economic pro-
posals from the liberal-labor coalition in 1946 and 1976.3¢

For purposes of this book, however, the one best historical study
concerns the origins of the Social Security Act because there has been
so much political contention about the program in recent years. Al-
though Social Security is perhaps the most popular program ever de-
veloped by the federal government and has reduced the previous high
incidence of poverty among the elderly, it is nonetheless heavily criti-
cized by Wall Street financiers, ultraconservative think tanks, and
many Republicans, making its future solvency a topic of constant con-
cern. The tenor of the ongoing debate gives the impression that Social
Security is the work of the liberal-labor coalition, or the invention of
academic experts, who must have been opposed by the corporate com-
munity at the time the legislation passed. In fact, the situation is just
about the exact opposite. The liberal-labor coalition did not even exist
when the program was being formulated in the early 1930s, and inde-
pendent academic experts had very little to do with it. Nor did elected
officials craft the legislation, although Southern Democrats made sig-
nificant alterations in the way the program operated before they
passed it.

Instead, the Social Security Act of 1935 is the product of the ex-
ecutives and experts who worked for the fabled Rockefeller family in
the 1920s and 1930s. The Rockefeller fortune, based in the ownership
and control of three of the largest corporations of the era, including
the companies now called ExxonMobil and ChevronTexaco, along
with one of the largest banks and several smaller companies, was 2.5
times larger than its nearest rivals. Three Rockefeller foundations ac-
counted for 58 percent of the money given out by the 20 largest foun-
dations in 1934. This complex of corporations and foundations in turn
financed several think tanks concerned with labor relations and social
welfare.3’
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The main ideas for Social Security came from the employees of In-
dustrial Relations Counselors, Inc., founded in 1921 by John D. Rocke-
feller, Jr, to search for ways to deal with labor unrest and avoid
unionization. The organization often worked directly for the family's oil
compariies (today no longer controlled by the family). It was funded by
family foundations for some purposes, although most of its money
came straight from the Rockefellers’ personal bank accounts. These em-
ployees were aided by experts from several university labor relations in-
stitutes, created with Rockefeller money about the same time. The ideas
then were discussed in committees of business leaders and academic
experts, which were organized by the Social Science Research Council,
a policy-discussion group funded almost entirely by Rockefeller founda-
tions.* The ideas received wider attention through two conferences at-
tended by government officials and leaders in the field of social welfare.

In terms of describing the policy process, there are two critical as-
pects to the program, old-age insurance and unemployment insurance.
Corporate leaders understood both of these programs as ways to con-
trol labor markets and make them more efficient. Old-age insurance is
a way to remove older people and rmake way for younger, more efficient
employees. Unemployment insurance is a way to keep the unemployed
from becoming destitute or desperate, and thereby potentially disrup-
tive. In the case of old-age insurance, the philosophy behind the pro-
gram is best explained by a Rockefeller-funded professor in the Labor
Relations Section of the Department of Economics at Princeton, who
worked closely with Industrial Relations Counselors, Inc. He also was a
key member of the team that created Social Security:

The acceptance by the larger American corporation of the obliga-
tion to pay contributions to a social insurance program, although
influenced by the traditional concept of employer responsibility,
was probably more directly the result of the need for a perpetual
corporation to assure a flow of effective and well-motivated person-
nel for the year-by-year operation of the company. Retirement pro-
grams with adequate pensions became necessary to prevent an
excessive aging of staff or the loss of morale which the discard of
the old without compensation would involve. Such programs
became a charge on current production to be passed on to the
consumer.38

The Rockefeller group insisted that government old-age insur-
ance had to be based on three principles it developed during several

* The Social Science Research Council lost its discussion-group role by World War II.
Drawing on funds from the major foundations, it is now an organization that sponsors
academic conferences and gives grants to social scientists.
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years of experience with private pension plans. First, the level of bene-
fits would be tied to salary level, thus preserving and reinforcing the
values established in the labor market. Second, unlike the case in
many countries, there were to be no government contributions from
general tax revenues. Instead, there had to be a separate tax for old-
age insurance, which would help to limit the size of benefits. Third,
there were to be both employer and employee contributions to the sys-
tem, which would limit the tax payments by the corporations.

These general principles were well known to President Franklin
D. Roosevelt, who was familiar with the Rockefeller philanthropies
and think tanks as a native of New York state, and its governor from
1929 to 1932. He discussed them at length with the president of Gen-
eral Electric, who worked closely with the Rockefeller group, in March
1934.39 Then, in June 1934, the president announced he was appoint-
ing a Committee on Economic Security to propose legislation for a so-
cial security system. The committee consisted of several of his key
cabinet members, who were authorized to hire a staff to make the nec-
essary studies and draft the legislation. The Committee on Economic
Security also had an Advisory Council to assist it, made up of the most
prominent business, labor, and social welfare leaders of the time.

The executive director of the staff, a labor economist from the
University of Wisconsin, in effect hired the Rockefeller experts to write
the plans for old-age and unemployment insurance. Although they
were now government appointees, they remained in New York and
were paid by Industrial Relations Counselors, Inc., which means, in
essence, that the Rockefeller group was subsidizing the government.

The old-age plan the cabinet members endorsed was almost ex-
actly like the one originally proposed by the Rockefeller employees.
However, it did not cover agricultural employees even though the staff
recommended their inclusion. This exclusion was made in anticipa-
tion .of likely opposition from Southern plantation capitalists.*® Al-
though the plan was conservative and uncontroversial, some cabinet
members and Roosevelt began to think about waiting to introduce it
until unemployment legislation was passed. The Rockefeller experts
leaked this possibility to the press, and the corporate leaders on the
Advisory Council insisted that the president keep old-age insurance in
the package.!

Unemployment insurance proved to be a far more controversial
topic for the committee and its staff. At one level, this was because ex-
perts from the University of Wisconsin believed, contrary to the Rock-
efeller group, that each state should administer its own program on
unemployment, with financial help from the federal government. This
approach was consistent with their long-standing tendency to avoid
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federal programs. In this instance, there are also indications that these
experts were anticipating the opposition of Southern Democrats to
any federal initiative that might undercut their low-wage agrarian
economy. This is best seen in the fact that the state-administered plan
approved by the Committee on Economic Security did not even in-
clude any federal minimum standards, which were strongly advocated
by the Wisconsin experts. Tax and benefit levels were entirely at the
discretion of the states. As one of the two most important Rockefeller
experts explained in a letter to a professor at the University of Virginia
early in 1935:

Almost without exception, congressmen and senators from the
South indicated extreme skepticism of the wisdom of any legisla-
tion of a social character which would concentrate further power in
Washington. Behind this feeling was obviously a fear that unsym-
pathetic administrations in Washington would require southern
states to pay Negroes a benefit which would be regarded locally as
excessive.*2

Just as the plan was being discussed in Congress, a Supreme
Court ruling in May 1935, almost undermined the rationale for the
new legislation and endangered its constitutionality. In a case con-
cerning a new government retirement program for railroad employ-
ees, the court ruled that pensions and unemployment relief are not
“proper objects” of legislation under the constitution. Nor are the al-
leged positive effects of pensions on the efficiency and morale of the
workforce. The preamble justifying the social security proposal there-
fore had to be rewritten. It now emphasized that such legislation
would contribute to the general welfare of the country, which it is per-
missible to support under the Constitution. In other words, an ideol-
108y based in social welfare had to be constructed that stressed needs,
niot efficiency. This change in justification caused the labor-market
‘basis of the plan to be lost from sight and contributed to the false no-
tion that social workers, liberals, and unions had created the Social
Security Act.*3

Once the plan finally arrived in Congress, Southern Democrats
objected to a number of features concerning old-age assistance. They
modified it so that states could hire their own personnel for local ad-
ministration, set their own pension levels, and determine eligibility.*
However, they accepted the unemployment plan much as it had been
written because it gave so much discretion to individual states and al-
ready allowed them to set their own benefit levels. Labor leaders also
had their say at this point, objecting to the fact that workers had to
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pay into the unemployment fund. The plan was amended at their be-
hest, but it was a shortsighted victory because it makes unemploy-
ment insurance less generous and harder to legitimate than old-age
insurance, where both workers and employers are taxed.

The U.S. Chamber of Commerce and the National Association of
Manufacturers testified against the plan, suggesting disagreements be-
tween the moderate conservatives in the Rockefeller group and hard-
line conservatives. At one level, their objections were a surprise,
because leaders of both groups had indicated their begrudging ap-
proval of the plan in late 1934 and early 1935. However, in May 1935,
these two groups had come out in full opposition to Roosevelt and the
New Deal because of other proposed legislation, especially the labor
legislation discussed in the next section of this chapter. Thus, their op-
position to this proposal was primarily political, not substantive. The
real battle was between Northern corporate interests and Southern
plantation capitalists, and the legislation passed with ease once their
differences were compromised.

The Rockefeller group also played a very large role in the imple-
mentation of the new legislation after it passed. With the aid of large
grants from the Rockefeller Foundation, the Social Science Research
Council created a Committee on Social Security and augmented its
Committee on Public Administration, both of which helped solve ad-
ministrative problems and supplied staff personnel for departments of
the Social Security Administration.® In addition, the Rockefeller pro-
fessor at Princeton became head of the advisory committee that made
many changes in 1939.4¢ The system later expanded to include agri-
cultural workers, became slightly more generous to low-income re-
tirees, and added a regular cost-of-living adjustment.

Despite its conservative origins and great success, the system has
been under constant attack since the 1990s by ultraconservative ex-
perts from the Cato Institute and the Heritage Foundation who want
to privatize it. Using projections based on very low and unlikely esti-
mates concerning the rate of economic growth, they claim that the
system may not be solvent in thirty or forty years. Their scare cam-
paign through the media has convinced many young people that the
systemn may not be around when it comes time for them to retire. The
ultraconservatives claim Social Security is a bad investment for peo-
ple, because it does not earn a high enough rate of return. They there-
fore suggest that people be allowed to put part of their payroll taxes
into individual retirement accounts that will be invested in the stock
market by private brokers, where they believe the returns will be far
greater than what the Social Security Administration receives on the
treasury bills it currently buys. These extra profits, they continue,
would make it possible to cover the shortfalls in pension payments
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that they project. More exactly, they say such a change would make
possible large reductions in guaranteed government benefits in the fu-
ture because the reductions would be offset by the higher returns peo-
ple would earn on the money invested for them.

The defense of the system has fallen to the liberal-labor coalition,
which is joined on this issue by a large and potent lobbying force, the
American Association of Retired Persons (AARP). The defenders note
that social insurance is a communal concept that ensures a decent life
for those who happen to live to an old age, not an individual invest-
ment strategy. They argue that any future deficits can be averted with
a combination of very small changes. They point to the long downturn
in the stock market in the 1970s to suggest that the stock market is not
always as rosy as it was in the 1990s, which means that many people
might not have what they thought they would a few years from now.

Defenders of the current social security system insist that privati-
zation will not be beneficial now or in the future because the costs of
moving in that direction will be very large. In effect, if the government
diverts some payroll taxes into personal investment accounts, it will
have to borrow money to pay current retirees. For the defenders, the
idea that there is not enough money to make future payments implies
that the government should default on the treasury bills held by the So-
cial Security Administration, which would be unthinkable in dealing
with the private owners and foreign governments that invest in treasury
bills. In effect, they say, the ultraconservatives do not want to pay the
taxes that are needed to honor the treasury bills. In their eyes, this
would be tantamount to using the social security taxes collected be-
tween 1982 and 2004 to cover the debts created by the Bush Adminis-
iration’s massive cuts in income and inheritance taxes for the well-to-do.
It would be a huge transfer of wealth from the middle class to the rich.

In essence, the argument over the future of the social security
system does not have much, if anything, to do with economics. It has
to do with a fervent dislike of the federal government on the part of
the corporate-conservative coalition that controls it. It is ironic that a
program created by moderate conservatives in the corporate commu-
nity in the 1930s, and then embraced by the liberal-labor coalition,
should now be under attack from present-day corporate leaders.

THE GREAT EXCEPTION: LABOR POLICY

The corporate community suffered its two biggest setbacks of the
twentieth century on the issue that matters most to it, labor policy. The
first came in the turmoil of the Great Depression and in the face of de-
termined union-organizing drives. The second happened in the midst
of the social upheaval and new environmental movement in the late
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1960s. In both cases, the aftermath of the defeats is very instructive for
understanding the full scope of corporate domination in the United
States: The corporate comrmunity lost the legislative battles, but then it
chipped away at the agencies created by the legislation until it weak-
ened them to the point where they are just about powerless.

Labor Relations and Unjon Organizing

The National Labor Relations Act of 1935 affirmed the right of work-
ers to organize unions and placed government sanctions behind any il-
legal attempts (called “unfair labor practices”) to interfere with this
right. At the time, it seemed like the most liberal legislation ever
passed, destined to create a powerful union movement in the United
States. Since that didn’t happen, and only 7.9 percent of the private
workforce remains unionized, it may appear irrelevant to discuss an
act that seems like ancient history, but it is crucial to the purposes of
this book for two reasons. First, the very fact that this act passed is
one of the most frequently cited reasons why skeptics reject a class-
domination theory. It is therefore an acid test of rival theories. Second,
the limitations of the act as it was originally passed, along with its sub-
sequent dismantling, are worth discussing because they help to ex-
plain why the liberal-labor coalition is so weak and why the income
distribution is more unequal in the United States than in other ad-
vanced capitalist democracies.

In a saga with many twists and turns, the first surprise is that all
of the precedents for this legislation were created or accepted by mod-
erate conservatives in the early years of the twentieth century. In 1900,
they had founded a policy-discussion group to meet with the leaders
of the few unions that existed to see if the violence and volatility of
American labor relations could be reduced. The new group, with the
help of hired experts, evolved the idea of collective bargaining, mean-
ing voluntary meetings between representatives of business and labor
to try to come to agreement on matters concerning wages, hours, and
working conditions. Although the idea sounds simple, it is actually a
complex power relationship that embodies the strengths and weak-
nesses of both sides. Its narrowness shows the power of corporate
leaders to deflect the larger changes that many workers had demanded
earlier, including a voice in the production process. Its existence re-
veals the power of workers through strikes and work stoppages to
force corporate leaders to talk with them as a group, which corporate
leaders previously had refused to do. 47

Still, the unionism the corporate leaders were willing to support
was a limited one, focused almost exclusively on skilled or craft work-
ers, with no provision for unskilled workers in mass-production in-
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dustries. Furthermore, they wanted to deal with each craft union sep-
arately, and they insisted that collective bargaining be voluntary. Gov-
ernment appointees or special committees sometimes could be called
in to mediate, but they could not mandate. This kind of arrangement
was given its first serious trial during World War I, when the necessity
of regimenting the economy also allowed for temporary government
sanctions, and it worked well enough.

The 1920s were a time of corporate ascendancy and union failure
in the midst of a growing economy, and it looked like even the small
union movement that had survived in the building trades, coal mining,
and garment making was on its way to extinction. But the Great De-
pression that began suddenly in 1929, and grew worse for the next
three years, changed everything. When the Senate unexpectedly
passed a bill early in 1933 establishing a 30-hour week at the same
weekly pay rate, desperate corporate leaders decided that they had to
create a new government regulatory agency, the National Recovery
Administration, as an alternative. They believed this agency could help
to restart the economy by bringing business leaders together to set
minimum wages, minimum prices, and maximum levels of productive
output. The hope was that the elimination of wage cutting and over-
production, which produced cutthroat competition and a vicious
downward spiral in profits, would allow for the reemployment of
workers and an increase in purchasing power.*8

As one seemingly small part of this plan, there was a clause stat-
ing that workers had the right to organize into unions for the pur-
poses of collective bargaining. It was insisted upon by labor leaders as
their price for supporting the unprecedented powers the plan would
hand to corporate leaders to change the nature of market relations.
Although many corporate executives balked, especially those in the
National Association of Manufacturers, the labor movement still had
the potential to disrupt an already struggling economic system. It also
had the sympathy of many of the Northern Democrats who were first
elected in 1930 and 1932, sweeping 21 Republicans out of the Senate
and 143 out of the House, which provided the Democrats with a
60-35 majority in the Senate and a 310-117 majority in the House,
where they also could count on votes from 5 Farmer-Labor Party
members.

Under these circumstances, the moderate conservatives in the
corporate community decided to accept the amendment, which they
knew they could not defeat in any case. They saw it as a goodwill ges-
ture toward weak union leaders, some of whom were fellow Republi-
cans. They thought Section 7a, as the commitment to collective
bargaining came to be known, would solidify union support for the
act and cause no real problems because there was no enforcement
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power behind it. They also figured they could fall back on their en-
ployee representation plans, that is, their elected in-plant consultation
groups that could discuss their concerns about working conditions
with management. This alternative to unions had been championed
since 1916-1917 by the Rockefeller corporations and their allies, who
installed them shortly after they experienced violent labor battles,
leading to deaths and property destruction, in their antiunion facili-
ties. With the passage of the National Industrial Recovery Act, hun-
dreds of companies that had not felt the need for such a plan quickly
installed one. But in another unanticipated twist of fate, Section 7a
turned out to provide a wedge for union mobilization that could not
be contained.

The National Recovery Administration was a complete failure
that did not contribute to the recovery and was abandoned in less than
two years, but Section 7a had an electrifying effect on workers and
union organizers. They interpreted it to mean that the president of the
United States wanted them to join a union, and within months there
were strikes and protests in hundreds of locations across the country,
with workers demanding the right to join unions of their own choos-
ing. In the midst of this upheaval, surprised corporate leaders from
General Electric and Standard Qil of New Jersey (the heart of what is
now ExxonMobil) suggested a reincarnation of the wartime mediating
board, and then their real troubles began. They hoped the new Na-
tional Labor Board would be able to put an end to the disruption, but
the simple fact of its existence, as a seeming fulfillment of Section 7a,
generated even more labor militancy and a new political crisis that the
corporate community could not control.*?

The new labor board consisted of three corporate leaders, three
union leaders, and New York Senator Robert F. Wagner, who ulti-
mately. wrote the legislation that the corporate leaders vigorously op-
posed. Ironically, corporate leaders had suggested Senator Wagner as
the ideal leader for the board because he was supportive of policy sug-
gestions from moderate-conservative think tanks and enjoyed the trust
of labor leaders.”® The board developed a set of rules for bringing
business and labor into collective bargaining, including the idea that a
union should be recognized if a majority of workers in a factory voted
in favor of having it represent them. Members of the board then met
with both sides of the dispute to see if they could mediate, but they
still had no enforcement power.

The labor board had some success in its first few months, in part
because it was dealing primarily with small companies that did not
have the collective strength to resist. Coal miners and garment work-
ers especially benefited. However, large companies, notably in mass-
production industries, began to defy the board’s authority as the



THE GREAT EXCEPTION: LABOR POLICY 189

economy improved. Moreover, union leaders on the board insisted
that there should not be more than one union representing workers in
each company, which they had not demanded in the past. The corpo-
rate moderates resisted this step. They did not want to risk the possi-
bility that most American workers would be organized into inclusive
unions that might eventually provide a challenge to corporate power
inside and outside the workplace.

The idea of collective bargaining was acceptable to the sophisti-
cated conservatives in the corporate community if it was voluntary
and primarily involved a number of separate craft unions, and left
room for their employee representation plans to hold on to some
workers, which meant in practice that the corporations could divide
and conquer. But even in the midst of an economic crisis, they contin-
ued to bitterly oppose collective bargaining if it was mandated by law
and had the potential to unite craft and industrial workers.>! When
Senator Wagner and several liberal Democrats suggested that majority
rule should be made into law and that fines should be levied against
those who refused to follow governmentally sanctioned rules that
spelled out good-faith collective bargaining, the corporate leaders
serving on the board turned against it. In addition, many corporations
began to fire union organizers, hire detectives to break up strikes,
stockpile weapons and dynamite, and in a few cases make contact
with right-wing vigilante groups.5?

Meanwhile, Senator Wagner’s staff and the lawyers working for
the board, a few of them experienced corporate lawyers who had be-
come liberals, introduced new legislation that would embody and
strengthen the practices that they had worked out through experience.
The new board would not have representatives from business and
labor, but would instead consist of three experts appointed by the
president, who in practice turned out to be primarily lawyers and
labor relations specialists. Instead of trying to mediate, it would serve
as a mini Supreme Court for labor disputes. It would have the power
to determine if corporations had used illegal means to impede union-
ization, such as firing or attacking striking workers. The board would
have the power to administer fines and to enforce its rulings through
the courts.

Deeply disturbed by this unanticipated turn of events, the corpo-
rate community mounted a very large lobbying campaign against the
proposed National Labor Relations Board. This campaign was coordi-
nated by the same Rockefeller group that created the Social Security
Act, this time working hand-in-hand with the U.S. Chamber of Com-
merce and the National Association of Manufacturers. The employees
who wrote the Social Security Act were not involved in the lobbying,
but the former assistant to the president at Standard Oil of New
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Jersey, then employed by Industrial Relations Counselors, Inc., coordi-
nated both efforts. The lobbying initiative included a legal brief signed
by the famous corporate lawyers of the day, claiming that the act was
unconstitutional. To the great embarrassment of the corporate com-
munity, the details of this lobbying battle, and the plans some of them
had for violence against union organizers, became known shortly after
the legislation passed. The Senate’s Committee on Civil Liberties sub-
poenaed the papers of the corporate coordinating committee as part
of its investigation into antiunion activities.53

Although there was a large Democratic majority in Congress at
this juncture due to Roosevelt’s great popularity, and labor unions were
gearing up for another big organizing drive after the 1936 elections,
these facts do not fully explain why the act passed by a large majority
in both the House and Senate in the summer of 1935. They are not suf-
ficient because Southern Democrats controlled the congressional
levers of power. Moreover, President Roosevelt was reluctant to oppose
the Southerners because they were longtime allies and personal friends
who had been among his major supporters when he won the presiden-
tial nomination in 1932. In addition, their cooperation was necessary
to pass any future legislation he might find essential to nurture the eco-
nomic recovery. Southern Democrats and their moderate Democratic
allies therefore could have sided with the handful of Republicans re-
maining in the Congress to weaken or block the legislation.

Instead, the Southern Democrats sided with the liberal Demo-
crats. This unusual agreement on a labor issue was possible due to a
simple expedient, the exclusion of agricultural, seasonal, and domes-
tic workers from the protection of the act, the same bargain made in
the case of the Social Security Act. The exclusion of agricultural work-
ers also made it easier for the progressive Republicans from the pre-
dominantly agrarian states of the Midwest and Great Plains to support
the legislation, leaving the employers of Northern industrial labor al-
most completely isolated. As a perceptive observer from the 1930s
wrote:

Most of our social legislation, in fact, has been enacted as a result
of a political “deal” between organized labor and the farm groups.
The basis of this deal has always been: we, the farm representatives,
will not object to this legislation, if you, the representatives of orga-
nized labor, will agree to exempt agricultural employees.>*

This compromise was fully understood at the time. When the
leader of the Socialist Party wrote Senator Wagner to ask why agri-
cultural workers had been excluded from the bill, he replied that he
was “very regretful of this,” but that they had not been included be-
cause he thought it “better to pass the bill for the benefit of industrial
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workers than not to pass it at all, and the inclusion of agricultural
workers would lessen the likelihood of passage so much as not to be
desirable.”>>

Further support for this analysis can be found in events that un-
folded after the legislation passed. Due to disruptive sit-down strikes
throughout the North in 1937, along with attempts to create racially
integrated industrial unions in some parts of the South, the Southern
Democrats quickly turned against the act, doing everything they could
to undermine it throughout the years leading up to World War II.
When Republicans gained control of Congress for a two-year period in
1946, the Southermers joined with them in passing conservative
amendments that had severe consequences for the union movement.
When the liberal-labor coalition worked very hard to elect a Demo-
cratic Congress and president in 1948, it argued that the Democrats
should remove the conservative amendments because of the large
liberal-labor contribution to their victory. But the Southern Demo-
crats would not agree to do s0.3¢

Unions lost more ground to the conservative voting bloc on
union issues in 1959, 1961, and 1967. Then, they were defeated in
1978 by a filibuster in the Senate in their attempt to make improve-
ments in the laws concerning union organizing. They have offered no
new legislative initiatives of any significance since that time. In effect,
then, the history of union-related legislation since 1935 is as follows:
During the New Deal, the union leaders conceded to government the
right to regulate methods of union organizing in exchange for govern-
mentally protected rights, then had those rights taken away gradually
by a series of legislative amendments, negative rulings by the National
Labor Relations Board, and court decisions.>?

Although the fact remains that the corporate community lost on
the National Labor Relations Act, the loss was due to intraclass differ-
ences as well as class conflict, which is what critics of class-dominance
theory often overlook. Moreover, the aftermath of this defeat provides
strong evidence for the dominance of the corporate-conservative coali-
tion and its power elite when they are united.

The Occupational Safety and Health Administration

The corporate community suffered its other unambiguous legislative
loss in 1970 on another labor issue, health and safety in the work-
place. Although the legislation is not nearly as consequential as the
National Labor Relations Act, the corporate leaders and their trade or-
ganizations nonetheless strongly opposed it. Until that time, occupa-
tional safety and health issues had been under their control through a
network of corporate-funded private organizations, the most promi-
nent of which are the National Safety Council and the American
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National Standards Institute. Although this private organizational net-
work set some minimal standards for the workplace, they were volun-
tary and often ignored. The greatest emphasis was on weeding out
allegedly accident-prone employees and preaching that safe practices
were the responsibility of the workers themselves.

Occupational safety and health arrived on the legislative agenda
due to the general social upheaval, environmentalism, and tight labor
markets of the late 1960s, along with the increasing scientific evidence
that asbestos and some industrial chemicals are dangerous to work-
ers. President Lyndon Johnson had his staff prepare new legislation on
the issue as part of his anticipated reelection campaign of 1968, and
then President Nixon decided to back a weaker version of the program
as part of his strategy to win blue-collar workers as Republican voters.
The standards created by the corporate community’s own American
National Standards Institute were written into the legislation as a
starting point.38

Despite reassurances from the Nixon Administration, and the
fact that the standards were ones they had legitimated, the corporate
community opposed this legislation as an unwarranted extension of
government regulatory power and a possible advantage for union or-
ganizers. The U.S. Chamber of Commerce went so far as to argue that
the new agency called for by the legislation probably would hire un-
employed workers, who would then take their revenge on corporations
by applying the standards unfairly. Although the union movement as a
whole had paid very little attention to the development of this legisla-
tion, at this point several unions lobbied vigorously for passage.

As the new Occupational Safety and Health Administration
slowly tried to develop its own standards, the corporate community
fought back with a strategy of withholding information, delay, and
litigation. The corporate leaders also launched a strong ideological
campaign, blaming government regulation for a recent decline in eco-
nomic productivity, but public opinion remained supportive of safety
and health regulations nonetheless. In the 1980s, however, the en-
forcement powers of the agency were scaled back through legislative
amendments, budget cuts, and court rulings.>® Once again, the pas-
sage of legislation does not tell the full story.

Predictably, the corporate community registered a massive
protest in November 2000, when the Occupational Safety and Health
Administration issued its first new standards in twenty years. The rul-
ings, intended to reduce repetitive stress injuries such as back strain
and carpal tunnel syndrome, covered 102 million workers at 6 million
workplaces. The U.S. Chamber of Commerce, the National Association
of Manufacturers, and numerous trade associations claimed the stan-
dards were a parting gift to organized labor by President Clinton, even
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though the intent to create such standards was first announced in 1990
by a Republican appointee, and then delayed by Congress in 1995,
1996, and 1998 through legislative amendments. They were over-
turned by Congress in March 2001 after a vigorous lobbying effort by
the corporate-conservative coalition.%0

Although it is hard to imagine that the Occupational Safety and
Health Administration could be even less effective than it has been in
the past, it achieved this feat in the first four years of the twenty-first
century. For example, a set of rules to stem the return of tuberculosis
in the workplace was cancelled, along with several unfinished plans
for new regulations. Responses 10 complaints took longer to process,
and there were fewer enforcement actions.%!

WHY CORPORATE LEADERS FEEL POWERLESS

Despite the strong Who governs? and Who wins? evidence that the
power elite have great power over the federal government on the is-
sues of concern to them, many corporate leaders feel they are rela-
tively powerless in the face of government. To hear them tell it, the
Congress is more responsive to organized labor, environmentalists,
and consumers than it is to them. They also claim to be harassed by
willful and arrogant bureaucrats who encroach upon the rightful pre-
serves of the private sector, sapping them of their confidence and mak-
ing them hesitant to invest their capital.

These feelings have been documented by a journalist and politi-
cal scientist who observed a series of meetings at a policy discussion
group in which the social responsibilities of business were being dis-
cussed. The men at these meetings were convinced that everybody but
them was listened to by government. Government was seen as respon-
sive to the immediate preferences of the majority of citizens. “The
*have-nots are gaining steadily more political power to distribute the
wealth downward,” complained one executive. “The masses have
turned to a larger government.” Some even wondered whether democ-
racy and capitalism are compatible. “Can we still afford one man, one
vote? We are tumbling on the brink,” said one. “One man, one vote has
undermined the power of business in all capitalist countries since
World War II,” announced another. “The loss of the rural vote weakens
conservatives.”%2

The fear business leaders express of the democratic majority
leads them to view recessions as a saving grace, because recessions
help to keep the expectations of workers in check. Workers who fear
for their jobs are less likely to demand higher wages or government so-
cial programs. For example, different corporate executives made the
following comments:
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This recession will bring about the healthy respect for economic
values that the Great Depression did.

People need to recognize that a job is the most important
thing they can have. We should use this recession to get the public
to better understand how our economic system works. Social goals
are OK, provided the public is aware of their costs.

It would be better if the recession were allowed to weaken
more than it will, so that we would have a sense of sobriety.53

The negative feelings these corporate leaders have toward gov-
ernment are not a new development in the corporate community. A
study of business leaders’ views in the nineteenth century found that
they believed political leaders to be “stupid” and “empty” people who
go into politics only to earn a living. As for the ordinary voters, they
are “brutal, selfish and ignorant.” A comment written by a business
man in 1886 could have been made at the meetings just discussed: “In
this good, democratic country where every man is allowed to vote, the
intelligence and the property of the country is at the mercy of the ig-
norant, idle and vicious.”®* Even in the 1920s, when everyone agrees
that business was at the zenith of its powers, corporate leaders sang
the same tune.> These findings undercut any claim that business hos-
tility toward government stems largely from the growth of govern-
ment programs during the New Deal.

The emotional expressions of corporate leaderes about their lack
of power cannot be taken seriously as power indicators, although they
raise concerns about how democratically corporate leaders might
react in the face of a large-scale democratic social and political move-
ment that seriously challenged their prerogatives and privileges. The
investigation of power concerns actions and their consequences,
which are in the realm of sociology, economics, and politics, not in the
realm of subjective feelings. Still, it is worthwhile to try to understand
why corporate leaders complain about a government they dominate.
There are three intertwined aspects to the answer.

First of all, complaining about government is a useful power
strategy, a form of action in itself. It puts government officials on the
defensive and forces them to keep proving that they are friendly to
business, out of concern that corporate leaders will lose confidence in
economic conditions and stop investing. A political scientist makes
this point as follows:

Whether the issue is understood explicitly, intuitively, or not at all,
denunciations serve to establish and maintain the subservience of
government units to the business constituencies to which they are
actually held responsible. Attacks upon government in general place
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continuing pressure on governmental officers to accommodate their
activities to the groups from which support is most reliable.6¢

There also seems to be an ideological level to the corporate
stance toward government, which is based in a fear of the populist,
democratic ideology that underlies American government. Since
power is in theory in the hands of all the people, there is always the
possibility that some day the people, in the sense of the majority, will
make the government into the pluralist democracy it is supposed to
be. In the American historical context, the great power of the domi-
nant class is illegitimate, and the existence of such power is therefore
vigorously denied.®”

The most powerful reason for this fear of popular control is re-
vealed by the corporate community’s unending battle with unions, as
described throughout this book. It is an issue-area like no other in
evoking angry rhetoric and near-perfect unity among corporate lead-
ers. It also has generated more violence than any other issue except
civil rights for African-Americans. The uniqueness of the corporate
community’s reaction to any government help for unions supports the
hypothesis that the corporate community, small businesses, and the
growth coalitions are antigovernment because they fear government
as the only institution that could challenge corporate control of labor
markets, thereby changing the functioning of the system to some ex-
tent and reducing the power of employers. The federal government
can influence labor markets in five basic ways:

1. The government can hire unemployed workers to do neces-
sary work relating to parks, schools, roadways, and the environment.
Such government programs were a great success during the New
Deal, when unemployment reached 25 percent and social disruption
seemed imminent, but they were quickly shut down at the insistence
of business leaders when order was restored and the economy began
to improve.%®

2. It can support the right to organize unions and bargain col-
lectively, as described in the previous section. This kind of govern-
ment initiative is opposed even more strongly than government jobs
for the unemployed because it would give workers a sustained organi-
zational base for moving into the political arena.

3. Although the power elite appreciate the value of old-age, dis-
ability, and unemployment insurance, they worry that politicians
might allow these programs to become too generous. In fact, these
programs expanded in response to the turmoil of the 1960s and 1970s
to the point where the Reagan Administration felt it necessary to cut
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them back in order to reduce inflation and make corporations more
profitable.®®

4. The government can tighten labor markets by limiting immi-
gration. The immigration of low-wage labor has been essential to the
corporate community throughout American history. When conserva-
tive Republicans began to think about passing anti-immigration legis-
lation in the mid-1990s, as called for in their campaign rhetoric, they
were met with a barrage of employer opposition, particularly from
leaders in agribusiness, and quickly retreated.

5. Government can reduce unemployment and tighten labor
markets by lowering interest rates through the operations of the Fed-
eral Reserve System. This fact has been made obvious to a large per-
centage of the public by the way in which the Federal Reserve
increases unemployment by increasing the interest rates whenever
the unemployment rate dips too low. Although the issue is cast in
terms of inflation, the economics of inflation are often the politics of
labor markets.

Given the many ways that the government could tighten labor
markets and thereby reduce profits and increase the economic power
of American workers, it is understandable that the corporate commu-
nity would be fearful of the government it dominates.

THE LIMITS OF CLASS DOMINATION

Involvement in government is the final and most visible aspect of
class domination, which has its roots in the ownership of corpora-
tions, control of the investment function, and the operation of the
policy-planning network. If government officials did not have to wait
on corporate leaders to decide where and when they will invest, and
if government officials were not further limited by the general pub-
lic's acquiescence to policy recommendations from the policy-
planning network, then power-elite involvement in elections and
government would count for a lot less than it does under present
conditions.

Although domination by the power elite does not negate the real-
ity of continuing conflict over government policies, few of these con-
flicts, it has been shown, involve challenges to the rules that create
privileges for the upper class and the corporate community. Most of
the numerous battles within the interest-group process, for example,
are only over specific spoils and favors; they often involve disagree-
ments between competing business interests.
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Similarly, conflicts within the policy-making process sometimes
concern differences between the moderate conservatives and ultracon-
servatives in the power elite. Many issues in the past that at first ap-
peared to be legislative defeats for the corporate community turned
out to be situations where the moderate conservatives decided for
their own reasons to side with the liberal-labor coalition. At other
times, the policy disagreements involved issues where the needs of the
corporate community as a whole came into conflict with the needs of
specific industries, which is what happened on trade policies and also
on some environmental legislation.

The single most consequential loss for the corporate commu-
nity, the National Labor Relations Act of 1935, played a role in creat-
ing a strong labor movement in the North in the mid-1900s. As
mentioned, this loss occurred in a context of great labor militancy
and a willingness on the part of Southern plantation capitalists to
side with liberal Democrats in exchange for the exclusion of their
own labor force. The defeat, although tempered by later legislation,
had a major effect on the nature of the American power structure. It
suggests that limits can be placed on corporate power under some
conditions.

The legislation establishing the Occupational Safety and Health
Administration in 1970 is the only instance of any significance that re-
flects a liberal-labor victory over a united corporate community. The
fact that it occurred in a time of social upheaval again suggests that
the corporate community can lose in some contexts. On this issue,
however, the success of the power elite and the conservative voting
bloc in the aftermath of this legislative defeat shows why the full pic-
ture of corporate domination is best demonstrated through sociologi-
cal analyses with a historical dimension.

Although legislative issues from the 1930s and 1960s show there
can be constraints on class domination when there is economic up-
heaval and strong social movements, there do not seem to be any
countervailing influences since the current Bush Administration came
into office. The country is being governed by those elements in the
corporate-conservative coalition who believe that the liberal-labor
coalition has been rendered powerless, as seen in their response to the
large antiwar movement that developed before the invasion of Iraq in
2003. Moreover, they have little respect for the moderate conserva-
tives, whose advice was ignored on a number of issues, including Iraq.
The Bush Administration’s initial determination to govern in a strong
and forceful manner despite its questionable mandate was strength-
ened by the terrorist attacks of September 11, 2001, which were
perceived as a major threat and reacted to as such. Under these
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circumstances, it may be that the only real limits on the corporate-
conservative coalition will be set by the length and ferocity of the war
in Iraq, and the reaction of financial and currency markets to the
growing budget deficits and increasing federal debt.
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The Big Picture

This book began with two seeming paradoxes. How can the owners
and managers of highly competitive corporations develop the policy
unity to shape government policies? How can large corporations have
such great power in a democratic country? The step-by-step argument
and evidence presented in previous chapters provide the foundation
for a theory that can explain these paradoxes—a class-domination the-
ory of power in the United States.

Domination means that the commands of a group or class are
carried out with relatively little resistance, which is possible because
that group or class has been able to establish the rules and customs
through which everyday life is conducted. Domination, in other
words, is the institutionalized outcome of great distributive power.
The upper class of owners and high-level executives, based in the cor-
porate community, is a dominant class in terms of this definition be-
cause the cumulative effect of its various distributive powers leads to a
situation where its policies are generally accepted by most Americans.
The routinized ways of acting in the United States follow from the
rules and regulations needed by the corporate community to continue
to grow and make profits.

The overall distributive power of the dominant class is first of all
based in its structural economic power, which falls to it by virtue of its
members being owners and high-level executives in corporations that
sell goods and services for a profit in a market economy. The power to
invest or not invest, and to hire and fire employees, leads to a political
context where elected officials try to do as much as they can to create
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a favorable investment climate to avoid being voted out of office in the
event of an economic downturn. This structural power is augmented
by the ability to create new policies through a complex policy-
planning network, which the upper class has been able to institution-
alize because common economic interests and social cohesion have
given the corporate community enough unity to sustain such an en-
deavor over many decades.

But even these powers might not have been enough to generate a
system of extreme class domination if the bargains and compromises
embodied in the Constitution had not led unexpectedly to a two-party
system in which one party was controlled by the Northern rich and the
other by the Southern rich. This in turn created a personality-oriented
candidate-selection process that is heavily dependent on large cam-
paign donations—now and in the past as well. The system of party pri-
maries is the one adaptation to this constrictive two-party system that
has provided some openings for insurgent liberals and trade unionists.

Structural economic power and control of the two parties, along
with the elaboration of an opinion-shaping network, results in a polity
where there is little or no organized public opinion independent of the
limits set by debates within the power elite itself. There is no organi-
zational base from which to construct an alternative public opinion,
and there have been until recently no openings within the political sys-
temn that could carry an alternative message to government.

Finally, the fragmented and constrained system of government
carefully crafted by the Founding Fathers led to a relatively small fed-
eral government that is easily entered and influenced by wealthy and
well-organized private citizens, whether through Congress, the sepa-
rate departments of the executive branch, or a myriad of regulatory
agencies. The net result is that the owners and managers of large
income-producing properties score very high on all three power indi-
cators: who benefits, who governs, and who wins. They have a greater
proportion of wealth and income than their counterparts in any other
capitalist democracy, and through the power elite they are vastly over-
represented in key government positions and decision-making groups.
They win far more often than they lose on those issues that make it to
the government for legislative consideration, although their lack of
unity in the face of worker militancy in the 1930s made it possible for
organized workers to have far more independence, income, and power
than they ever had in the past.

Many Americans feel a sense of empowerment because they have
religious freedom, free speech, and a belief that they can strike it rich
or rise in the system if they try hard enough. Those with educational
credentials and/or secure employment experience a degree of dignity
and respect because there is no tradition of public degradation for
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those of average or low incomes. Liberals and leftists can retain hope
because in recent decades they have had success in helping to expand
individual rights and freedom—for women, for people of color, and
most recently for gays and lesbians. But individual rights and free-
doms do not necessarily add up to distributive power. In the same
time period, when individual rights and freedoms expanded, corpo-
rate power also became greater because unions were decimated and
the liberal-labor coalition splintered. This analysis suggests there is
class domination in spite of a widening of individual freedoms and an
expansion of the right to vote.

A CRITIQUE OF ALTERNATIVE THEORIES

It is now possible to assess the three alternative theories sketched out
in Chapter 1—pluralism, state autonomy theory, and elite theory—in
the light of the empirical findings presented throughout this book.
Pluralists put great weight on the power of public opinion to influence
elected officials, but there are few voluntary associations where it is
even considered proper to discuss political issues and thereby formu-
late any group opinions.! Furthermore, the evidence pluralists present
is almost entirely correlational, which means that it can tell us noth-
ing about causality. Pluralist claims based on correlations overlook the
role of the opinion-shaping network (outlined in Chapter 5) in bring-
ing public opinion into conformity on many issues with the policy
preferences of the power elite, as well as the fact that the public’s lib-
eral preferences on a wide range o. economic programs—government
employment of the unemployed, government-supported health insur-
ance, a higher minimum wage—never have been fulfilled.

The additional pluralist claim that voting in elections has a major
influence on legislation is based in good part on theoretical arguments
and the experience of other countries, not evidence about elections in
the United States. It does not take into account the several factors
shown in Chapter 6 to dilute this potential influence. In particular, it
ignores the way in which a two-party system leads candidates to blur
policy differences as they try to win the centrist voters, leaving elected
officials relatively free to say one thing in the campaign and do an-
other once in office. It also misses the major role of the Southern rich
in the Democratic Party until very recently, and the veto power of the
conservative voting bloc in Congress.

The pluralist idea that corporate owners and managers are too
divided among themselves to dominate government is refuted by the
evidence presented in Chapter 3 for the assimilation of corporate
managers into the upper class through a wide range of social occa-
sions and economic incentives. Their claim that corporations are only
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organized into narrow interest groups that argue among themselves
misses the high degree of unity that is generated through common
ownership, interlocking directorships, and participation in the policy-
planning network outlined in Chapter 4.

The most recent staternent of pluralism suggests a “new liberal-
ism” has arisen in which citizen’s lobbies proliferate.? This view puts
great emphasis on the battles between liberals and the Christian Right
over cultural values, noting that the liberals often win, but this type of
liberal success is irrelevant in analyzing corporate power. The “new
liberalism” version of pluralism grants that major foundations, espe-
cially the Ford Foundation, funded many of the citizen groups at their
outset, but claims they are now independent due to money raised
through direct mailings and other outreach efforts. In fact, as docu-
mented in Chapters 4 and 5, most of the liberal groups, including the
advocacy groups for low-income minority groups, are still very depen-
dent on foundation money. More generally, minimizing the role of
foundation grants overlooks the importance of discretionary money in
the functioning of any organization.

All environmental groups are counted as part of this new liberal-
ism, but as noted in Chapter 2, conflicts between the corporate com-
munity and the growth coalitions over clean air in major cities like
Pittsburgh and Los Angeles gave environmentalists their first real
opening.? And as Chapter 4 shows, the key groups concerned with en-
vironmental policy formulation are still funded by large foundations
and are part of the policy-planning network. Strong environmentalists
have had great success in sensitizing public opinion on environmental
issues. They have been able to create watchdog groups whose reports
receive great attention in the mass media when they are released. They
have developed new ideas and technologies for controlling pollution
that have been grudgingly accepted by the corporate community.
Their activism has been crucial in stopping many specific develop-
ment projects and in saving old forests. But since 1975 they have not
been able to pass any legislation that is opposed by the Business
Roundtable, and they often become very annoyed with the moderate
environmentalists. The environmental movement as a whole, and the
liberal wing in particular, is more marginal in a power sense than its
public reputation would suggest.*

The consumer movement that developed out of the activism of
the civil rights and antiwar movements of the 1960s is also held out as
evidence for the success of the new liberalism. Inspired in good part
by the efforts of Ralph Nader, the movement led to the passage of
many new consumer protection laws between 1967 and 1974. When
Jimmy Carter became president in 1976, he appointed the leader of
the Consumer Federation of America as an undersecretary of agricul-
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ture and the head of Nader’s congressional watchdog group as the
chair of the National Highway Traffic Safety Administration. In addi-
tion, a respected academic researcher was put in charge of the Occu-
pational Safety and Health Administration, and a Senate staff member
who helped to draft many of the new consumer safety laws became
chair of the Federal Trade Commission.

However, there is less evidence of liberal power in this story than
meets the eye because the relevant business groups either agreed with
the legislation or forced modifications to make it acceptable. Al-
though the U.S. Chamber of Commerce registered its usual protesta-
tions, there was little or no business opposition to any of the
consumer protection legislation of the 1960s. The important excep-
tion is the automobile industry’s objections to the National Traffic
and Motor Vehicle Safety Act, an effort to force them to make safer
cars.”

The profound weakness of the consumer movement was exposed
as long ago as 1978, when it could not win enactment for its mild pro-
posal for an Agency for Consumer Advocacy. The envisioned agency
would not have had any power to enforce laws or issue regulations,
but only to gather information and help consumer groups when they
approached federal agencies or asked for judicial reviews of agency
actions. Nevertheless, the Business Roundtable and other corporate
organizations strongly opposed the idea through the Roundtable’s
Consumer Issues Working Group. Although the act passed both
houses of Congress in 1975, a final version was not sent to the White
House because President Ford said he would veto it. Two years later,
despite support from the newly elected Democratic president, the con-
servative coalition in the House rejected the bill.

The movement also failed in all its efforts to legislate greater cor-
porate responsibility. Congress refused to consider the idea of federal
charters for corporations, leaving them free to continue to incorporate
in states with very weak laws governing corporations. Plans to in-
crease shareholder rights and strengthen the laws on corporate crime
were rejected. A flurry of new initiatives at the Federal Trade Commis-
sion led to a strong reaction by Congress when it was inundated by
complaints from the car dealers, funeral directors, and other business
groups that felt put upon and harassed. Every reform was lost. In the
early 1980s, the ultraconservatives tried to abolish the Federal Trade
Commission entirely, but it was saved with the help of corporate mod-
erates who believed it had some uses.®

Surveying the successes and failures of consumer activists from
the vantage point of the 1990s, the most detailed study of this move-
ment concludes pluralists are wrong to claim that the “‘new” regula-
tion starting in the 1970s is different from earlier forms of regulation,
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even though it usually covers a wider array of industries. More gener-
ally, its authors conclude that business is the dominant force in the
interest-group community despite the increase in nonbusiness interest
groups in the 1970s.”

When all is said and done, the only significant defeat for a united
corporate community since the 1960s is the establishment of the Oc-
cupational Safety and Health Administration, which was strongly op-
posed by corporate leaders as both a possible precedent for enlarging
government regulation and a potential stronghold for unions. How-
ever, as stressed in Chapter 7, the ensuing history of this new agency is
instructive in terms of corporate power, making it possible to go be-
yond the matter of success and failure on a specific piece of legislation
to demonstrate the overall domination of government by the power
elite. By the 1980s, as detailed studies show, the corporations had
turned the agency into a “political prisoner” through delays in provid-
ing information, legislative amendments limiting its power, legal vic-
tories that further reduce its power, and budget cuts that make
inspections fewer and more superficial.? As if to make this case even
more difficult for pluralists, these changes occurred despite strong
public sentiment in favor of enforcing workplace safety laws.

State autonomy theory, which emphasizes the independent
power of government, is a useful general starting point because histor-
ical and comparative studies suggest that the state indeed has the po-
tential for autonomy.® However, this book shows that this potential
does not manifest itself in the United States. State autonomy is only
possible when a state is unified and relatively impermeable to the em-
ployees and representatives of private organizations, but the American
government is neither. For historical reasons explained in the next sec-
tion, it is a fragmented government completely open to outside agents,
and therefore vulnerable to domination through the electoral process
explained in Chapter 6 and through the appointments from the corpo-
rate community and policy-planning network documented in Chapter
7. The movement by members of the power elite between the private
sector and government blurs the line between the corporate commu-
nity and the state, which does not fit with the idea of state autonomy.

State autonomy theorists stress that the institutional structure of
the state—e.g., whether it is parliamentary or presidential, centralized
or decentralized—has an important role in shaping party systems and
political strategies.!® This is a useful point that fits well with a class-
dominance theory in the case of the United States. As shown in Chap-
ter 6, the existence of an independent executive branch and the
election of Congress on a state-by-state and district-by-district basis
accounts for the strength of the two-party system, which has made it
difficult for the liberal-labor coalition to develop its own organiza-
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tional base. Moreover, the historic lack of large planning staffs in most
executive departments made it possible for a private policy-planning
network to flourish. Then, too, the division of American government
into national, state, and local levels helps to explain why growth coali-
tions can be so powerful in most cities.

State autonomy theorists believe a growing budget and an in-
creasing number of employees are indicators of the power of an
agency or department with government. More generally, the alleged
continued expansion of the federal government is sometimes said to
be good evidence {or the power of state officials. But the state auton-
omy theorists are wrong for three reasons when they use increases in
federal budgets and number of agency employees as power indicators.
First, the size of a government does not necessarily say anything about
how it is controlled. The government could grow and still be con-
trolled by the power elite, as shown by the case study in Chapter 7 on
the establishment of the Social Security Administration. For that rea-
son, there is no substitute for historical studies using one or more of
the three indicators of power. Second, the growth of government from
the 1960s through the 1990s was at the state and local levels, which
does not fit with the image of an independently powerful federal gov-
ernment that aggrandizes more resources to itself. Third, as the most
detailed and sophisticated study of federal government budgets re-
veals, budgets actually declined in size from 1950 to 1977 by 8.8 per-
cent as a percentage of gross domestic product when various biasing
factors such as inflation are taken into account.!! That decline contin-
ued from 1980, when federal spending was 21.6 percent of gross do-
mestic product, to 2000, when the figure was 18.7 percent. The
percentage started up again in the first four years of the twenty-first
century in good part due to the massive increases in defense spending
that began even before the wars in Afghanistan and Iraq, and also due
to increased costs for medicare and subsidies for agribusinesses, but
no one would claim that the Bush Administration is evidence for state
autonomy theory.

Information on the number of federal government employees also
contradicts the expectations of state autonomy theory because the num-
ber of federal civilian and military employees declined in the 1990s,
both in absolute numbers and as a percentage of the nation’s total popu-
lation. The main finding that emerges from a comparison of the depart-
ments in the executive branch is that the Department of Defense dwarfs
all others, employing over half of all federal employees when military
personnel are included. When only civilian employees are counted, that
department is still three to seven times bigger than its nearest rivals.

The claim by state autonomy theorists that experts have an inde-
pendent role in developing new public policies is refuted by the fact
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that these experts are part of the policy-planning network discussed in
Chapter 4. State autonomy theorists are right that experts provide
many of the new policy ideas, but they do not see that the most impor-
tant experts are selected and sponsored by one or more of the organi-
zations within the policy network, and that their ideas are discussed
and criticized by corporate leaders belore appearing in reports and
proposals.

Elite theorists, with their emphasis on the organizational basis of
power, contribute important insights to the understanding of modern-
day power structures. Organizations are indeed the basis of power, be-
cause their leaders command great resources, have more information
than those below them in the hierarchy, and can reward followers and
punish critics. They can shape lower-level jobs so that the flexibility
and information available to employees is limited. They can make al-
liances with the leaders of other organizations to strengthen their own
positions. Elite theorists emphasize that the upper class remains open
to challenge by other elite interests, and that average citizens some-
times have the ability to set limits on the actions of elites, especially
when the elites are in conflict among themselves.!2

However, elite theorists do not fully accept the degree to which
corporate-based owners and managers dominate other elites in the
United States. As shown in Chapter 6, most elected officials are depen-
dent upon wealthy families and corporate leaders for their initial finan-
cial support, and military leaders are appointed by the civilians who
win conirol of the executive branch. Nor do elite theorists fully appre-
ciate the class bias that is built into the policy-planning network and
other nonprofit organizations in the United States, making the leaders
and experts within those organizations secondary to the leaders in the
corporate community. The lack of attention to class also leads elite the-
orists to underestimate the differences between corporate-dominated
organizations and organizations based in the working class, especially
unions. The leaders of unions do work with the leaders of corporate-
oriented organizations once their unions are established, as elite theo-
rists emphasize, but many of their objectives remain class-based.
Moreover, the union leaders have been defeated again and again by the
corporate community since the late 1930s, making them a secondary
elite at best.

Thus, as this book shows, it is the cornbination of insights from
class and organizational theories that explains the strength of the
American power elite. Capitalism creates an ownership class that has
great economic resources and the potential for political power. It also
generates ongoing class conflict over wages, profits, works rules, taxes,
and government regulation. In response, corporate owners create a
wide range of organizations that institutionalize and legitimate their
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class resources, making it possible for them to contain class conflict. It
is the interaction of class and organizational imperatives at the top of
all American organizations, including government institutions, that
leads to class domination in the United States.

WHY IS THE CORPORATE COMMUNITY SO POWERFUL?

How is such a high concentration of corporate power possible? This
question can be answered with the insights gained by comparing Amer-
ica’s history to the histories of democratic countries in Europe. There
are two separate but intertwined historical reasons for class domina-
tion in the United States. First, the corporate community in America is
stronger because it didn't have to contend with feudal aristocrats,
strong states, and the hierarchy of an established church. Second, those
who work for wages and salaries are weaker as a class than in other
democratic countries because they never have been able to establish an
organizational base in either the economy or the political system.

The historical factors leading to a decentralized and relatively
powerless federal government are especially important in understand-
ing modern corporate dominance. The prerevolutionary history of the
United States as a set of separate colonial territories, only lightly over-
seen by the appointed governors representing the British crown, left
plenty of room for the development of wealthy merchants and slave-
holders, primarily because the colonjal governments were so small.
The Founding Fathers, as the representatives of the separate colonial
capitalist classes, were therefore able to create a government with di-
vided and limited powers that was designed to accommodate the con-
cerns of both Southern slave owners and Northern merchants and
manufacturers. They took special care to deal with the fears of the
Southern rich, who rightly worried that a strong federal government
might lead to the abolishment of slavery in an industrializing society.
Although the plan failed in that differences over the expansion of slav-
ery into western territories led to a murderous Civil War, afterwards
the Southern and Northern rich could once again agree in opposing
any federal program or agency that might aid those who work with
their hands in factories or fields, an agreement that came to be known
as the conservative voting bloc during the 1930s.

The federal government also remained small because of the ab-
sence of any dangerous rival nations along the country’s borders. In
addition, the British navy provided a deterrent against invasion by any
other European states throughout most of the nineteenth century, and
U.S. involvement in World War I was relatively brief, with no postwar
European military obligations. Thus, the United States did not have a
permanent military establishment until World War II. By contrast, the
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nation-states that survived the severe competition among rival groups
in Europe were the ones with strong central governments and large
military organizations. These countries came into the modern era
with strong states that intertwined with the old aristocracy, so capital-
ists had to compete for power. The result is a more complex power
equation.

Within this context, it is very important that there were big cor-
porations by the second half of the nineteenth century, well before
there was any semblance of a so-called big government at the national
level. These corporations and their associated policy-planning organi-
zations were able to play the major role in shaping the regulatory
agencies and White House offices that became important in the twen-
tieth century. The power elite also dominated the creation of the large
military machine during World War I1.13

For all the early divisions between property owners in the North
and South, ordinary Americans were even more divided from the be-
ginning—free white farmers and artisans in the North and black
slaves in the South. These divisions were exacerbated by the arrival of
immigrants from eastern and southern Europe in the late nineteenth
century, who were viewed by entrenched skilled workers of northern
European origins as a threat to the tight labor markets they enjoyed.!4
To make matters worse, there was no good way to overcome these di-
visions because bold activists could not develop strong trade unions in
the North, where governments were dominated by capitalists.

Despite these problems, the working-class movement in the
Northern United States was very similar to the ones in Britain and
France between the 1830s and the 1880s. Then, its attempts at class-
wide organization were defeated by highly organized and violence-
prone employers, who had the support of the local and state
governments controlled by the political parties they dominated. In
that atmosphere, only skilled workers were able to unionize, usually in
business sectors where there were a large number of highly competi-
tive small owners, such as construction, coal mining, and garment
making. By contrast, capitalists in Britain and France were forced by
government, still dominated by landed aristocrats and administrative
elites, to compromise with unions.!>

More generally, most large-scale attempts at union organizing be-
tween the 1880s and 1936 were broken up by government troops or the
armed private police forces controlled by corporations. More violence
was directed against the American labor movement than any other
labor movement in a Western democracy. It was not until early 1937,
shortly after the landslide reelection of Franklin D. Roosevelt to the
presidency, along with the election of liberal governors in Pennsylvania
and Michigan, that industrial unions were able to organize in some
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Northern states. Braced by their electoral victories, and facing highly
organized union activists, these elected officials refused to send federal
troops or state police to arrest workers when they took over factories.1¢

This refusal to honor repeated requests from corporate leaders for
armed intervention—on the grounds that sit-down strikes were a form
of trespassing on private property—marked the first time in American
history that government force was not used to break a major strike.*
The result was a victory for union organizers in the automobile, rubber,
and other heavy industries. Just a year later, however, state police in
Ohio, Indiana, and Illinois helped owners defeat strikers who were try-
ing to organize the steel industry.!” By 1939, the growth in union mem-
bership had been brought to a halt. Only the need for national solidarity
during World War II made it possible for unions to resume growth due
to government intervention on their behalf. This sequence of events is
often obscured in studies of the union movement by pro-labor authors,
who ignore or downplay the role of the government, and instead focus
exclusively on the courage of the workers and the skillful leadership pro-
vided at the grass roots by leftists. Organized workers and skillful lead-
ers are indeed necessary, but as a Marxist historian who specializes in
leftist social movements concludes, “the central importance of govern-
ment mediation, and of the alliance with the Democrats, has been
glossed over” in many accounts of this temporary surge in union
growth.18

Though they achieved a few electoral victories, workers failed to
gain a toehold in the political system because the government struc-
ture and electoral rules led inexorably to a two-party system, as ex-
plained in Chapter 6. Thus, there was no way for people to come
together to create programs that might help to transcend the white-
black and old immigrant-new immigrant divisions. Once again, the
situation was different in European countries, mainly because their
parliamentary systems made the development of a labor or socialist
party more feasible.!®

Workers in America also suffered from the fact that they were un-
able to form a solid alliance with middle-class and well-off liberals.
This difficulty had its roots in two atypical factors not present in Euro-
pean countries. First, the small trade union movement that developed
in the late nineteenth century was strongly antigovernment because it
saw government as controlled by capitalists. It was therefore suspi-
cious of the liberals’ desire to use government to tame and reform the
big corporations. Second, due to the absence of a liberal or labor party,

*In 1939, the Supreme Court ruled sit-down strikes unconstitutional on the grounds
that they violated the rights of private property.
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there was no meeting ground where the potential allies could work out
their differences and develop a common program.? Only after 1935
did the Democratic Party fill part of this need, when the leadership of
the new industrial union movement and liberals formed the liberal-
labor coalition within the context of the larger New Deal coalition.?!

Lacking an organizational base in unions and a party that could
formulate and popularize a communal, pro-government ethos, there
was little possibility for the American working class to overcome the
strong individualism and racial prejudice that has pervaded the
United States. Thus, these divisive orientations persist among non-
unionized white workers and matter in terms of union organizing and
voting patterns.

In closing this discussion of why the corporate community is so
powerful in the United States, it needs to be emphasized that the
strong case for class domination in the United States does not demon-
strate that there is class domination everywhere. In fact, the ubiquity
of class domination is in dispute in the social sciences. The Marxist
theoretical school argues that the dominant power group is usually
the economic class that owns the means of production, although it
also stresses that there can be government autonomy or mixed power
structures in times of large-scale societal transitions. It also claims
that class struggle between owners and nonowners is the major deter-
minant of historical change.??

Non-Marxist class theorists doubt that class domination and
class conflict are always at the center of the power equation. They be-
lieve that governmental, military, and religious elites, each with their
own separate organizational bases, have an independent status, and
that they have been important in some times and places in Western
history. For example, they argue that the empires at the dawn of civi-
lization were dominated by state rulers, not property owners, and that
the military had greater power than owners in the Roman Empire.
Even after the development of capitalism, the non-Marxists continue,
feudal lords and state leaders remained powerful longer than Marxists
believe.23

This book does not try to adjudicate these long-standing theoret-
ical disputes. They are tangential to its purpose, which is simply to
demonstrate and explain class domination in the United States. Be-
cause the present study is narrowly focused as to time and place, its
conclusion of class domination is compatible with Marxian and non-
Marxian theories of history and power.

Nor does this book imply that the extreme degree of class domi-
nation found in the United States is inevitable in the future. It recog-
nizes that power structures do change, as demonstrated most
dramatically by the nonviolent collapse of the Soviet Union and the
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relatively peaceful replacement of white rule and a repressive system
of apartheid in South Africa. Rather obviously, nothing so large-scale
seems likely in the United States, but the potential for changes in the
American power structure created by the Civil Rights Movement are
explored in the final section.

THE TRANSFORMATION OF AMERICAN POLITICS

With the Northern rich dominating the Republicans and the Southern
rich dominating the Democrats, and a conservative voting bloc of
Northern Republicans and Southerm Democrats controlling Congress
on class issues, there was little chance of egalitarian social change
through the electoral system for much of American history. Those who
had social grievances therefore resorted to social movements outside
of the electoral system to try to win new rights, including in some
cases the right to vote. In terms of challenges to the corporate com-
munity, the successes of the antinuclear movement are a good recent
example of the power of social movements.2*

The largest, most sustained, and best known of these social
movements, the Civil Rights Movement of the 1950s and 1960s, not
only transformed the lives of African-Americans in the South and
made possible the growth of a black middle class throughout the na-
tion, it altered the underlying nature of the American power structure
as well. It created political openings that may or may not be utilized in
the future. Specifically, the Voting Rights Act of 1965 made it possible
for African-Americans to help defeat open segregationists and other
ultraconservatives in Democratic primaries in the South, thereby
pushing them into the Republican Party. This in turn provides the op-
portunity to remake the national Democratic Party as an expression of
the liberal-labor coalition. The pressure on conservative Democrats
from black voters was complemented by the fact that the gradual in-
dustrialization of the South since World War II made the situation of
the Southern segment of the corporate community even more similar
to that of its Northern counterpart.2> When the Democratic Party
could no longer fulfill its main historical function, namely, keeping
African-Americans powerless, it was relatively easy for wealthy white
conservatives to become Republicans.

Although the changing political economy of the South made the
complete oppression of African-Americans less crucial for the white
rich, civil rights did not come easily, or simply through changes in
public opinion, although most Americans favored civil rights for
African-Americans by 1964. In fact, the civil rights acts of 1964 and
1965 would not have passed without the social disruption created by
the movement, because the conservative voting bloc was not prepared
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to budge despite moral appeals to decency and the clear ring of public
opinion at that point. The Northern Republicans did not abandon the
Southern Democrats on this issue until the power elite, confronted
with the potential for ongoing social turmoil in inner cities across the
nation, decided to move in an accommodating direction to bring the
South more in line with practices in the rest of the country. It was only
at this juncture that enough Republicans finally broke with the South-
ern Democrats to end a thirteen-week filibuster, the longest in Senate
history.26

Once civil rights and voting rights legislation was enacted, the
white Southern rich used racial resentments and religious conser-
vatism to carry middle- and low-income white Southerners into the
Republican Party with them. At the presidential level, this exodus led
to the collapse of the New Deal coalition that had governed for most
of the years between 1932 and 1968. As a result, Republicans will have
held the presidency for all but twelve of the years between 1968 and
2008, and will have gradually consolidated a nationwide conservative
Republican majority that gained control of both the Senate and the
House in 1994, The abandonment of the Democrats at the congres-
sional level did not happen even faster primarily because the seniority
enjoyed by many Southern Democrats gave them considerable power
in national politics as long as that party maintained a majority in
Congress.

‘Wherever possible, then, Southern whites continued to control
the Democratic Party at the local level, even while usually voting Re-
publican at the national level. The result was a split party system in
the South from 1968 to 1994. Once the Republicans gained control of
Congress in 1994, the Southern rich and their politicians quickly con-
solidated within the Republican Party, with a few Southern Democrats
in the House switching parties. Southern Republicans took the open
Senate seats in their region in 2002 and 2004, and added several seats
in the House as well.

In the long run, however, the Civil Rights Movement created the
possibility for developing a stronger liberal-labor coalition that could
use the nationwide Democratic Party as an organizing base for the
first time in American history. This could allow the Democrats to de-
velop a distinct program and image, which would make name recogni-
tion, personality, and campaign finance less important as its voters
came to identify more strongly with the party. Thus, the opening of the
Democratic Party normalized American politics at the national level.
The result is that the two parties have never been more different along
a liberal-conservative dimension than they are now. Unlike the situa-
tion just ten to fifteen years ago, there are few Democrats who are as
conservative as the most moderate Republicans.?’
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For a nationwide liberal-labor coalition to be successful, it would
need to have sixty votes in the Senate, which is the number now nec-
essary to break a filibuster, a majority in the House, and a moderate to
liberal Democrat as president. Winning that number of seats in Con-
gress would be a daunting task because of the conservatism of the
Southern and Great Plains states. One possible opportunity lies in try-
ing to create liberal black-white voting coalitions in the fourteen
Southern states, which have roughly 30 percent of congressional seats
and hence 30 percent of the Electoral College votes needed to win the
presidency. Another possible avenue is to work harder in the “Cactus
Corner’—New Mexico, Arizona, Colorado, and Nevada—where the
Democrat-leaning Hispanic immigrant population is growing at a
brisk pace. But in both cases there are difficult social issues that must
be dealt with because the African-Americans (and whites) in the South
and the Hispanics in the Southwest are not as liberal on social issues
as most Northern Democrats.

Despite the fact that the bottomn 80 percent of the wealth distri-
bution has been losing ground since the 1980s, and has only one-fifth
as much wealth as the top 20 percent, the combined forces of liberals,
organized labor, and leftists have not been able to take advantage of
this structural opportunity within the Democratic Party for three
main reasons. First, and most obviously, the labor movement has been
in decline and transition since the 1970s due to the successful coun-
terattacks by the corporate community, followed by the movement of
many unionized industrial jobs to low-wage, third-world countries
and an increasing reliance on a service-based economy. Even though
unions can still put over $150 million into national political cam-
paigns, the fact that they represent only 12.5 percent of all employees,
and just 7.9 percent of private-sector employees, means that they can-
not have as much influence on elected officials. Nor have they been as
successful as they once were in maintaining an economically oriented
identity among employees in general, which means that some work-
ers’ racial, ethnic, or religious identities can come to play a more im-
portant role in their voting behavior.

Second, a rift developed between liberals and organized labor
during the Civil Rights Movement, with rank-and-file union members
often resisting the acceptance of African-Americans into their unions,
as well as opposing affirmative action, busing, and other remedies for
the injustices and exclusions suffered by African-Americans. Many
unionized blue-collar workers also reacted negatively to the violent
tactics and antigovernment slogans used by one part of the anti-
Vietnam War movement, which came to be more disliked than the war
itself according to opinion polls at the time. The divisions over civil
rights and the Vietnam War then expanded to include feminism and



214 THE BIG PICTURE

environmentalism, which were perceived by many white male workers
as threats to the good jobs they enjoyed. Then the split widened even
further over hot-button issues such as gun control, abortion, the death
penalty, and gay rights.

As a result of these disagreements, liberals were not always eager
to support unions in their battles with the big corporations that were
trying to dismantle them, and union members sometimes voted for
Republicans on the basis of their whiteness, patriotism, or strong
Christian identity. Although the split between organized labor and lib-
erals has been gradually repaired in the course of working together in
national elections since 1992, when they both eagerly supported the
Clinton-Gore ticket, much of the damage already had been done. On a
more positive note, the demographic composition of the union move-
ment is now very different than it was in the 1960s and 1970s, with
many more women and people of color. In addition, most union mem-
bers now accept the liberal social agenda, which makes for greater
harmony. But at the same time, there are also fewer union members to
support the liberal-labor coalition.

Finally, those seeking egalitarian social change on a wide range
of issues are not as successful as they might be because they have not
been able to work out a strategy that makes it possible for liberals, or-
ganized labor, and leftists to work together in a common coalition. Un-
like the situation within the corporate-conservative coalition, where
the differences among moderate conservatives, ultraconservatives,
and the Christian Right are usually matters of degree, the large gap
over fundamental issues between liberals and labor on the one hand,
and highly dedicated progressive and anticapitalist activists on the
other, means that the overall potential coalition loses the kind of en-
ergy that earlier left activists brought to the movements for industrial
unions and civil rights. Worse, they often work at cross-purposes, with
some of the actions by the leftists undermining the efforts of the
liberal-labor coalition. Three key issues divide them.

First, the liberal-labor coalition wants to work within the Demo-
cratic Party to transform it. However, most of the progressives and
anticapitalists opt for building one or another third party, with the
hope of splitting off part of the Democrats’ constituency and replacing
them as the second party. The consequences of this difference were
seen most dramatically in the 2000 presidential elections, when Ralph
Nader’s candidacy on the Green Party ticket contributed to the defeat
of the Democrats by depriving them of the electoral votes in New
Hampshire and Florida.

Second, the liberal-labor coalition and some of the anticapitalists
within the global justice movement differ over the use of attacks on
property as part of a social movement strategy. Liberals continue to in-
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sist that strategic nonviolence is the only morally defensible and polit-
ically sensible strategy for social movements in the United States, but
members of the global justice movement embraced the concept of a
“diversity of tactics” after a series of extended discussions before the
terrorist attacks of September 11, 2001.28 This concept allowed some
members of the movement to argue that individual acts of property
destruction provide a needed sense of individual empowerment and
that physical confrontations with police at demonstrations can bring
more people into the movement. For the time being, however, this ar-
gument among liberals, labor, and leftists has fallen by the wayside be-
cause the overwhelming use of preemptive force by the Bush
Administration since 9/11 has forced the global justice movement to
proceed very cautiously.

Thirdly, the possibility of a liberal-labor-left coalition is also
blocked by an inability to agree on a common economic program be-
yond specific issues such as higher minimum wages, new measures to
increase employment, greater government social benefits for those
without work, and universal health insurance. Although most leftists
have abandoned their hopes for a centrally planned nonmarket econ-
omy due to the failure of socialist/communist experiments in the So-
viet Union, Eastern Europe, and China, they also doubt that capitalism
and the market system can be reformed in the ways that are envisioned
by the liberal-labor coalition. While this difference does not cause the
immediate clashes that third parties and property destruction do, it
robs the coalition of the energy that a shared vision can generate.

But even if a newly constituted liberal-labor-left coalition were
able to transform the Democratic Party through a combination of so-
cial movements rooted in strategic nonviolence and coordinated chal-
lenges in Democratic primaries, there would be no guarantee of suc-
cess in winning control of the federal government and altering its
pro-corporate policies. The corporate community described in this
book commands great wealth, the best advice money can buy, and di-
rect access to government officials. Its employees in the policy-
planning and opinion-shaping networks have polished antigovern-
ment rhetoric and rags-to-riches success stories to a small science. Its
success in the policy and political arenas in the 1970s and 1980s put
unions on the defensive, while at the same time creating a new low-
wage, service-oriented economy that allows for both high levels of em-
ployment and corporate control of the labor market.

In addition, the men and women of the power elite continue to
enjoy the admiration of a great many voters, and their political oper-
atives are adept at subordinating economic issues by making both
direct and symbolic appeals based on race, ethnicity, religion, patriot-
ism, and since 9/11, fear of terrorism. Most of all, the structural
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economic power conferred upon the corporate community by the
American system of individual rights for corporations and minimally
supervised markets would be difficult to overcome without very cre-
ative new programs that build on the flexibility and greater equality
that markets potentially can provide when shaped by government.??

Still, as stressed earlier in this chapter, social change does occur
in unanticipated ways and times, and that holds true for the United
States. No social scientist could have predicted that there would be a
New Deal in the face of the Great Depression, leading to the creation
of the liberal-labor coalition, or that a massive nonviolent Civil Rights
Movement would come roaring out of the Silent Fifties, generating
anti-war, feminist, environmental, and gay-lesbian movements in its
train. Nor could anyone predict the impact of the Christian Right that
arose in the 1970s in opposition to the liberal social agenda.

Social scientists and historians can outline the structure of
power and analyze trends. They can anticipate social movements in
the face of economic, military or cultural shocks. But the only thing
anyone knows for sure is that unexpected conflicts and crises con-
stantly occur, giving rise to social movements that might be able to
challenge class dominance. The analysis presented in this book is
based on that open-ended spirit.



APPENDIX A

How to Do Research on Power

NETWORK ANALYSIS

The empirical study of power begins with a search for connections
among the people and organizations that are thought to constitute the
powerful group or class. As noted in Chapter 1, this procedure is
called membership network analysis. The results of a membership net-
work analysis are usually presented in the form of a matrix, as shown
in Table A.1. The people are listed from the top to bottom and the or-
ganizations are arrayed from left to right. The cells or boxes created by
the intersection of a person and organization are filled with relational

Table A.1 Hypothetical Membership Network

Organizations
Individuals A B C D
1 X X
2 X X
3 X X
4 X X
S x

* Person 5 is an isolate with no connections.
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D

Figure A.1 Hypothetical Organization Network Created by Overlapping
Members.

information such as member, director, owner, or financial donor. The
attitudes the person has toward any given organization in the matrix
also can be included, such as supporter or opponent. The information
used in filling the cells of the matrix is obtained in a variety of ways
described later in this appendix.

The' information contained in the matrix is used to create the or-
ganizational and interpersonal networks explained in Chapter 1. Fig-
ure A.1 displays an organizational network based on the overlapping
members in Table A.1. It shows that organization A is at the center
of the network. Figure A.2 shows the interpersonal network that
emerges from Table A.1. Note that no one person is at the center of
the network even though the organizational network had a center.
Note also in Table A.1 that one person is an isolate, with no connec-
tions, a not uncommon situation for most Americans in terms of
power networks.

Large and complicated membership networks can be analyzed
using computer software based on sophisticated mathematical tech-
niques, such as graph theory, matrix algebra, and boolean algebra
(an algebra that detects hierarchies or levels in a large complex net-
work). Most of this software, except the boolean program, is avail-
able in UCINET 5, a DOS program that is menu driven and can be set
up to run under the Windows operating system. It can be down-
loaded for free on the Internet. For advanced applications, UCINET 6
for Windows can be obtained by students for $40 from Analytic Tech-
nologies, Inc. For information, see the Analytic Technologies Web
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Figure A.2 Hypothetical Interpersonal Network Created by Common
Organizational Affiliations.

page at www.analytictech.com; information is also available through
sales@analytictech.com, and at 978-456-7372.

Once the membership networks have been established, there are
many other types of links that might be analyzed, such as kinship ties
or flows of information between organizations. One of the most im-
portant of these other types of links concerns the size and direction of
money flows in the network. In theory, money flows are another kind
of relationship between people or institutions, but in practice it is a
good idea to consider them separately because they are socially dis-
tinct in most people’s minds. There are four kinds of money flows:

1. people to people (e.g., gifts, loans, campaign donations);

2. people to institutions (e.g., taxes to government, individual or
family gifts to foundations);

3. institutions to people (e.g., corporate dividends to stockhold-
ers, foundation grants to research experts);

4. institutions to institutions (e.g., foundation grants to policy-
discussion groups, corporate donations to foundations).

The first finding from network analyses using relational data or
money flows is whether or not the group or class under consideration
actually exists as a social reality. If no connections among corpora-
tions are found, for example, then it makes no sense to speak of a cor-
porate community. If there are few or no overlapping memberships
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among exclusive social clubs in different cities, then it is less likely
that there is a nationwide upper class. If there are no money flows
from wealthy people to foundations or from foundations to policy dis-
cussion groups, then there is very little basis for talking about a policy-
planning networlk.,

The second finding from membership network analysis concerns
various characteristics of organizational and interpersonal networks,
such as their density and the existence of central points or subgroups.
Some parts in a social network may have more interconnections than
others, for example, or some types of businesses might be more cen-
tral in the corporate community, or there might be moderately conser-
vative and extremely conservative subgroups within the overall
policy-planning network.

CONTENT ANALYSIS

Once a membership network is constructed, it is possible to take the
next necessary step in the study of power, an analysis of the ideology
and policy preferences of the group or class under scrutiny. This is
done by studying the verbal and written output of strategically located
people or organizations in the network; that is, speeches, policy state-
ments, campaign literature, and proposed legislation. Technically
speaking, such studies are called content analysis in the social sci-
ences. Content analyses are not always done formally, but content
analysis is what investigators are doing when they infer on the basis of
a speech or policy statement that a person or organization has specific
values or policy preferences. That is, many content analyses are infor-
mal and intuitive, based on implicit categories that exist in the culture.
To ensure against personal biases, however, an objective and system-
atic content analysis is far more useful.

In the past, a systematic content analysis always began with the
creation of carefully defined categories that related to the attitude or
issue being studied. Categories could be constructed, for example, to
determine a person or organization’s stance toward corporations or
labor unions. Once the categories were developed, relevant texts were
studied to determine the frequency and intensity of elements that fit
into one or more of the categories. Then, the various frequencies were
analyzed by calculating averages or percentages. Finally, the averages
or percentages for two or more groups were compared.

Thanks to the advent of personal computers, computer-assisted
content analyses now can be done without a set of predefined cate-
gories. Word searches of computerized text give instant frequency
comparisons. Texts also can be compared for tell-tale phrases that
might reveal a connection between a private policy group and govern-
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mental legislation. There is also software to determine what concepts
or phrases are interconnected in documents, a technique known as se-
mantic network analysis. Moreover, many important texts are available
on the Web and can be downloaded for analysis.!

SOURCES OF INFORMATION

Many different sources of information are employed to create mem-
bership networks or find textual material for content analysis. First, a
wide variety of biographical reference volumes, magazines, and news-
papers are used to gather relational information. They include the
eighteen different Who’s Who published by Marquis, which are avail-
able online for a fee (try to negotiate a one-month or two-month
price), along with all the online newspaper and magazine searches
available free through most libraries. In addition, many libraries now
have online biographical search capabilities. If the campus library
does not have such a capability, the office on campus that raises
money, usually called university “development” or university “ad-
vancement,” most certainly does because biographical reference
sources are invaluable for their purposes. Many corporate-posted an-
nouncements of new directors can also be found through Google. The
Corporate Library (www.thecorporatelibrary.com) is another very
valuable source for studying boards of directors; it charges for access
by the week, month, or year. For yet another excellent source for
studying boards of directors and corporate interlocks, see www
theyrule.net.

For an exceptional website that provides an excellent overview of
research on power and access to all relevant information sources, see
Who Rules? An Internet Guide to Power Structure Research, created by
sociologist Val Burris at the University of Oregon. It is available at
http://darkwing.uoregon.edu/~vburris/whorules/. This site provides di-
rect links to Internet sources of data that make it possible to study,
among many topics: (1) the backgrounds, economic interests, and so-
cial connections of individual members of a powerful group or class;
(2) the internal power structures of major corporations and the politi-
cal activities in which they are engaged; (3) the flow of money from
corporations and wealthy business owners to political candidates and
parties; (4) the role of special interests in lobbying Congress and shap-
ing legislation; and (5) the role of foundations, think tanks, and busi-
ness associations in creating public policy. It also contains an excellent
discussion of network analysis, a guide to library resources, and a list
of suggested readings.

The website at www.whorulesamerica.net is a good entry point
into power structure research because it contains many articles and
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book summaries from the past. It also has ongoing updates and cri-
tiques relating to new studies and theoretical developments. It dis-
cusses issues of social change in the light of power structure research
and other sociological findings.

For an outstanding source on how corporations and the govern-
ment shape higher education, especially in relation to weapons tech-
nology, see the website Fiat Pax: A Resource on Science, Technology,
Militarism, and Universities at www.fiatpax.net.

HOW TO STUDY LOCAL POWER

Information for the study of power at the city level is also becoming
more readily available via the Internet. For city studies, the following
steps can be taken to assemble relevant information in a relatively
quick fashion. The starting point is at the reference desk at the library
or various stops on the Internet:

1. Use the Dun and Bradstreet Million Dollar Divectory, which
has a section organized by city, to locate the major banks and
corporations in the city under study. This source can be accessed
online for a fee. It is easy to use at the reference desk of small city
libraries.

2. Use the Martindale-Hubbell Law Directory, which is organized
by state and city, to locate the major law firms for the city. It often
will list the major clients for each firm, which makes it possible to see
which law firms are related to the corporations located through the
Dun and Bradstreet volume. Martindale-Hubbell also contains back-
ground information on the members of the law firms. (It is used by
lawyers to make contacts for clients in other cities.)

3. Use the Guide to U.S. Foundations to see if there are any
major foundations in the city. Study the directors of these founda-
tions to see if any of them come from the corporations and law firms
located through steps 1 and 2.

4. Use the Foundation Grants Index on CD-ROM to determine
the organizations to which the local foundations gave grants. These
organizations may be important ones in the city for areas ranging
from the arts to public policy to social welfare. You can search by the
name of the foundation or the name of the recipient organization.
Study their boards of directors to see if they include people located
through steps 1, 2, and 3.

5. Use the library indexes to find local social histories that
might be a useful starting point for the study of social classes in the
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city. Ask the library archivist if the library contains the papers of
prominent local people, which sometimes include social club mem-
bership lists and interesting correspondence related to past policy
issues.

6. Go to the local chamber of commerce, city hall, United Way,
labor unions, and other organizations in the city for copies of all
printed material on their personnel and policies that they make avail-
able to the public, or look for it online. Integrate this material with
information gained through steps 1-5.

7. Go to the local newspaper and ask to use its clip files, or
“morgue,” as its files are sometimes called. Ask if past issues of the
newspaper have been put on a CD-ROM or a website that can be
searched. Local newspapers are invaluable sources on businesses, law
firms, people, and policy issues. They often have folders full of stories
going back over many years on the organizations and people relevant
to a power study.

8. Use the bylines on stories, or ask newspaper employees, to
determine the names of the reporters who are most knowledgeable
on the topic being researched. Try to interview these people. If social
class is a component of the study, ask to interview the “society” or
“people” editor to gather information on high-status social clubs
and other social institutions. From a social-science point of view,
reporters are excellent informants. Always end interviews with re-
porters, and anyone else, for that matter, by asking for their sugges-
tions as to other people it would be helpful to interview.

9. It is also possible to study power at the city level through an
interview technique called the reputational method. With this method,
the evidence for the power of a person or group is based on a reputa-
tion for being powerful, as determined by a series of interviews. It
also can be used as a supplement or cross-check to the series of steps
outlined above. The process begins in one of two ways.

First, nominations can be obtained from a cross section of ob-
servers who are thought to be knowledgeable about the powerful on
the basis of their occupational roles (e.g., reporter, administrator,
fund-raiser). Second, the people found through steps 1 through 4 to sit
on several corporate or nonprofit boards of directors can be used as a
starting point. Either way, the people on the list are then interviewed
and asked for their nominations as to the most powerful people in the
locale being studied, as well as for their opinions regarding the power
of the other people on the original list. Any new nominees are then in-
terviewed and asked for their opinions.
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The process ends, usually within three or four rounds, when the
same names keep coming up and no new names are added to the list.
For brief studies, it can be decided beforehand to do only one or two
rounds of interviewing. The method has a further advantage: The peo-
ple being interviewed can be asked other questions, such as, What are
the major issues in the city? How is policy made in this city? What was
your role in one or more of the major issues?

The reputational method works best at the community or city
level, where it is less expensive and time-consuming to apply than at
the state or national level. It is especially valuable for small towns
where very little printed information is available. However, the
method has been used with good results in two studies of national
power in the United States and in studies of Australia and Norway.?

ANALYZING POWER STRUCTURES

Now that membership network analysis and content analysis have
been explained, and sources of information have been outlined, it is
also possible to provide a generic definition of a power structure. A
power structure is the network of people and institutions in the city or
nation under study that stands at the top on the power indicators it
was possible to utilize in the study (Who Benefits?, Who Governs?,
Who Wins?, and a Reputation for Power). See Chapter 1 for a discus-
sion of the first three of these power indicators.

The methodological approach outlined in this appendix makes it
possible to discover any concentration or configuration of power. It
can be used by researchers of any theoretical persuasion because it is
not biased for or against any given theory. It contains only one as-
sumption: There is a power structure of some kind or another, no mat-
ter how weak or fragmented, in any large-scale society or social group.
The method can discover that power is highly concentrated or more
dispersed, depending on the degree of difference between rival net-
works on the power indicators. It can show that some groups or classes
have power in one arena, some in another arena. It can reveal changes
in a power structure over time by changes in the power indicators.

Although the methodological approach described in this appen-
dix can be used in a general and exploratory way, in this book it is
used with a focus on corporations as a starting point.
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Indicators
of Upper-Class Standing

Registers or Blue Books

The Social Register

Detroit Social Secretary
New Orleans Social Register
Seattle Blue Book

Coed and Boys' Schools

Asheville (Asheville, N.C.)

Buckley (New York, N.Y.)

Cate (Carpinteria, Calif.)

Catlin Gabel (Portland, Oreg.}
Choate (Wallingford, Conn.)
Country Day School (St. Louis, Mo.)
Cranbrook (Bloomfield Hills, Mich.)
Deerfield (Deerfield, Mass.)
Episcopal High (Alexandria, Va.)
Gilman (Baltimore, Md.)

Groton (Groton, Mass.)

Hill (Pottstown, Pa.)

Hotchkiss (Lakeville, Conn.)

Kent (Kent, Conn.)

Lake Forest (Lake Forest, I11.)
Lakeside (Seattle, Wash.)
Lawrenceville (Lawrenceville, N.J.)
Middlesex (Concord, Mass.)

Milton (Milton, Mass.)

Pomfret (Pomfret, Conn.)
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Ponahou (Honolulu, Hawalii)
Portsmouth Priory (Portsmouth, R.L)
St. Andrew’s (Middlebury, Del.)

St. Christopher’s (Richmond, Va.)

St. George's (Newport, R.I.)

St. Mark’s (Southborough, Mass.)

St. Paul’s (Concord, N.H.)

Shattuck (Faribault, Minn.)

Taft (Watertown, Conn.)

Thatcher (Ojai, Calif.)

University School (Cleveland, Ohio)
Webb (Bell Buckle, Tenn.)
Westminster (Atlanta, Ga.)
Woodberry Forest (Woodberry Forest, Va.)

Girls’ Schools

Abbot Academy (Andover, Mass.)
Agnes Irwin (Wynnewood, Pa.)

Anna Head (Berkeley, Calif.)

Annie Wright (Tacoma, Wash.)

Ashley Hall (Charleston, S.C.)

Baldwin (Bryn Mawr, Pa.)

Berkeley Institute (Brooklyn, N.Y.)
Bishop's (La Jolla, Calif.)

Brearly (New York, N.Y.)

Brimmer’s and May (Chestnut Hill, Mass.)
Brooke Hill (Birmingham, Ala.)

Bryn Mawr (Baltimore, Md.)

Chapin (New York, N.Y.)

Chatham Hall (Chatham, Va.)
Collegiate (Richmond, Va.)

Concord Academy (Concord, Mass.)
Convent of the Sacred Heart (New York, N.Y.)
Dalton (New York, N.Y.)

Dana Hall (Wellesley, Mass.)

Emma Willard (Troy, N.Y.)

Ethel Walker (Simsbury, Conn.)
Foxcroft (Middleburg, Va.)

Garrison Forest (Garrison, Md.)
Hathaway Brown (Cleveland, Ohio)
Hockaday (Dallas, Tex.)

Katherine Branson (Ross, Calif.)
Kingswood (Bloomfield Hills, Mich.)
Kinkaid (Houston, Tex.)

Lake Forest Country Day (Lake Forest, Il.)
Laurel (Cleveland, Ohio) :

Louise S. McGehee (New Orleans, La.)
Madeira (Greenway, Va.)

Marlborough (Los Angeles, Calif.)
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Mary Institute (St. Louis, Mo.)
Master’s (Dobbs Ferry, N.Y.)

Miss Hall’s (Pittsfield, Mass.)

Miss Hewitt’s (New York, N.Y.)

Miss Porter’s (Farmington, Conn.)

Mt. Vernon Seminary (Washington, D.C.)
Rosemary Hall (Greenwich, Conn.)
Salem Academy (Winston-Salem, N.C.)
Shipley (Bryn Mawr, Pa.)

Spence (New York, N.Y.)

St. Agnes Episcopal (Alexandria, Va.)
St. Catherine’s (Richmond, Va.)

St. Mary's Hall (San Antonio, Tex.)

St. Nicholas (Seattle, Wash.)

St. Timothy'’s (Stevenson, Md.)

Stuart Hall (Staunton, Va.)

Walnut Hill (Natick, Mass.)
Westminster (Atlanta, Ga.)

Westover (Middlebury, Conn.)
Westridge (Pasadena, Calif.)

Nore: Neither Phillips Andover nor Phillips Exeter is any longer on the list because
they now have many middle-class and scholarship students, generating many
false positives, but it is true that a significant number of sons and daughters of the
upper class still attend them.

Country and Men’s Clubs

Arlington (Portland, Oreg.)
Bohemian (San Francisco, Calif.)
Boston (New Orleans, La.)

Brook (New York, N.Y.)
Burlingame Country Club (San Francisco, Calif.)
California (Los Angeles, Calif.)
Chagrin Valley Hunt (Cleveland, Chio)
Charleston (Charleston, S.C.)
Chicago (Chicago, IlL.)

Cuyamuca (San Diego, Calif.)
Denver (Denver, Colo.)

Detroit (Detroit, Mich.)

Eagle Lake (Houston, Tex.)
Everglades (Palm Beach, Calif.)
Hartford (Hartford, Conn.)

Hope (Providence, R.I.)

Idlewild (Dallas, Tex.)
Knickerbocker (New York, N.Y.)
Links (New York, N.Y.)

Maryland (Baltimore, Md.)
Milwaukee (Milwaukee, Wis.)
Minneapolis (Minneapolis, Minn.)
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Pacific Union (San Francisco, Calif.)
Philadelphia (Philadelphia, Pa.)
Piedmont Driving (Atlanta, Ga.)
Piping Rock (New York, N.Y.)
Racquet Club (St. Louis, Mo.)

Rainier (Seattle, Wash.)

Richmond German (Richmond, Va.)
Rittenhouse (Philadelphia, Pa.)

River (New York, N.Y.)

Rolling Rock (Pittsburgh, Pa.)

Saturn (Buffalo, N.Y.)

St. Cecelia (Charleston, S.C.)

St. Louis County Club (St. Louis, Mo.)
Somerset (Boston, Mass.)

Union (Cleveland, Ohio)

Woodhill Country Club (Minneapolis, Minn.)

Women's Clubs

Acorn (Philadelphia, Pa.)

Chilton (Boston, Mass.)

Colony (New York, N.Y.)

Fortnightly (Chicago, II1.)

Friday (Chicago, I1L.)

Mt. Vernon Club (Baltimore, Md.}

Society of Colonial Dames (Washington, D.C.)
Sulgrave (Washington, D.C.)

Sunset (Seattle, Wash.)

Vincent (Boston, Mass.)
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