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vi

  Preface 

 Th is new edition of  Who Rules America?  is completely updated to capture the 
full sweep of the dramatic changes that occurred in the United States during the 
fi rst 12 years of the twenty-fi rst century. Th ese changes represent nothing less 
than the triumph of the corporate rich that own and manage the relative handful 
of large banks, corporations, agribusinesses, and commercial real estate develop-
ments that dominate the American economy and government. Th e new edition 
draws on recent studies by sociologists, political scientists, and experts working for 
public interest groups and government agencies to update information on corpo-
rate interlocks, social clubs, private schools, and other institutions that foster elite 
social cohesion. It also contains new information on the tax-free charitable foun-
dations, think tanks, and policy-discussion groups through which the corporate 
rich strive to shape public policy. 

 To update and extend information on the large fl ow of money from cor-
porations and foundations to think tanks, policy-discussion groups, and opinion-
shaping organizations, the new edition draws on the grants section of the 
 Foundation Directory Online  for invaluable compilations. It presents new evidence 
based on public opinion surveys that better demonstrates the continuing disjunc-
ture between the liberal policy preferences of low- and middle-income Americans 
on a variety of economic and foreign policy issues, and the lack of responsiveness 
to those preferences on the part of the federal government in Washington. 

 Th is edition contains a more detailed explanation, rooted in a new study of 
archival records, of why the moderate conservatives within the corporate commu-
nity became more conservative on key economic issues in the late 1960s and early 
1970s, setting the stage for the Reagan administration and the increasing income 
inequality that developed from the 1980s onward. It also explains how the rise of 
the civil rights movement and divisions within the liberal-labor alliance unexpect-
edly made possible the right turn by a more united corporate rich. 

 Th e new edition uses the replacement of Republicans with Democrats in 
the 2006 and 2008 congressional elections and the election of Barack Obama 
to the presidency in 2008 and 2012 to show that elections can register citizen 
discontent with political decisions. It also pays attention to the huge spurt in 
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  PREFACE vii

campaign fi nance made possible by court decisions and various loopholes in the 
laws governing campaign fi nance, which make it possible for the corporate rich to 
funnel billions of dollars in anonymous donations to political action committees 
for attack ads. Although the corporate rich have always found ways in the past to 
circumvent attempts to limit campaign donations and make them more transpar-
ent, the 2010 and 2012 elections took these practices to astronomical levels. 

 In an eff ort to make the book more accessible to those with no background 
in the theoretical debates that animate the social science literature, all discussion of 
alternative theories are confi ned to a new last chapter. Th is approach allows read-
ers to see how the empirically based argument unfolds without any brief critical 
asides that may be confusing or distracting. Th is change also may make it possible 
for readers to better form their own judgments about theoretical controversies 
because they will have seen the full empirical picture. It also allows readers—and 
instructors—to skip the fi nal chapter without missing any part of the argument 
and evidence presented in the fi rst eight chapters. 

 As before, the book is supplemented by a website at  whorulesamerica.net . It 
includes a library of online articles and chapters, and links to methodological tools. 
Th e key documents on the site are noted at appropriate points in the book to remind 
readers that further analyses on particular topics are available. A document pro-
viding detailed information on “Wealth, Income, and Power” is regularly updated 
as new information becomes available. Th e website  www.whorulesamerica.net 
also houses methodological information on how to do power structure research at 
both the national and local levels, as well a list of social indicators of upper-class 
standing that are useful for research on the top 0.3 to 0.5 percent of the adult 
population that constitute the social upper class. Moving these resources from 
the book to the Web made it possible to include more detail on methodology for 
those who want to do their own studies and at the same time have more space 
in the book for discussing substantive issues of immediate interest to those new to 
the topic of power. 

 Th e lengthy discussions of the origins of the Social Security and National 
Labor Relations acts of 1935 in previous editions also have been moved to 
 whorulesamerica.net , which allows for in-depth historical discussions of the ori-
gins, implementation, and aftermath of these major legislative landmarks, as well 
as for a discussion of the eff orts to expand or eliminate them between the 1940s 
and 2010. Th is change makes it possible to provide more focus within the book 
itself on recent events, such as the legislative failures of the liberal-labor alliance 
during the 2009–2010 session of Congress. 

 Several decades ago, there was far more information available on the upper 
class than there was on the corporate community. Th at situation is now completely 
reversed due to the huge increase in the information about corporations available 
on the Internet, along with the increasing reluctance of the corporate rich to list 
their private schools and social clubs in  Who’s Who in America  and other sources. It 
therefore makes sense to stress even more than in past editions that the corporate 
community and the upper class are basically two sides of the same coin, so there 

dom26717_fm_i-xx.indd   viidom26717_fm_i-xx.indd   vii 18/04/13   11:53 AM18/04/13   11:53 AM



viii PREFACE

is less emphasis on members of the upper class “controlling” the corporate com-
munity and greater use of the concept of a “corporate rich” to express this basic 
unity of corporation and class. 

 Furthermore, in discussing the upper class in relation to power, the empha-
sis is on the social cohesion that is generated among the corporate rich by virtue 
of their participation in long-standing prestigious social institutions, such as prep 
schools, exclusive social clubs, debutante balls, and elite retreats. In this regard, 
the new edition continues to emphasize that the social institutions of the upper 
class also have a role in the power equation through the socialization of the newly 
rich and their children. Th ey instill feelings of pride and superiority in members 
of the corporate rich, which can be useful in generating deference on the part of 
ordinary citizens. 

 Th ere have been some slight changes in the wording of key phrases. I now 
refer to the “corporate-conservative alliance” and the “liberal-labor alliance” as the 
main rivals in the electoral arena, because the term “alliance” seems more accurate 
than “coalition,” the term I previously used. Th is change also makes it possible to 
reserve the term “coalition” for the two key voting coalitions in Congress since at 
least the New Deal, the “conservative coalition” and the “spending coalition.” From 
the late 1930s into the 1990s, the conservative coalition, which most often formed 
on issues having to do with progressive taxation, unions, and government regula-
tion of business, had great strength in both of the main political parties. But since 
the 1960s the Southern members of the coalition have gradually moved into the 
Republican Party, with that process nearing completion in the early 2000s. Th is is 
an important point because it means that the Democratic Party of today is a very 
diff erent party than it was in the past, although it is also still true that the party 
has a conservative congressional fringe that sides with the Republicans in limiting 
unions and weakening government regulations, and still depends upon antiunion 
corporate moderates for a signifi cant percentage of its funding. 

 As for the spending coalition in Congress, it is and always has been located 
almost entirely within the Democratic Party. Historically, it delivered govern-
ment subsidies for plantation owners in the South in exchange for their support 
for infrastructure and subsidies that were sought after by landowners and real 
estate developers in urban areas across the nation. In more recent decades it has 
expanded its spending goals to include a wide range of educational and social 
insurance programs. 

 Although this book does not go into great historical detail or provide all 
the examples and scholarly references that it could, it does not in any way sim-
plify or omit key ideas and concepts. It defi nes basic terms in an eff ort to make 
the book highly accessible to those who are new to the topic. Sometimes it uses 
familiar terms for concepts that have slightly diff erent labels in the social sci-
ences. It is therefore an in-depth but accessible scholarly presentation that pro-
vides new research fi ndings and theoretical insights. More details on many of the 
issues discussed briefl y in this book are provided in other books I have authored 
or co-authored, which also contain citations to the thousands of important studies 
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  PREFACE ix

by social scientists and historians that make a book such as this possible (e.g., 
Domhoff  2013; Domhoff  and Webber 2011; Gendron and Domhoff  2009). In 
that regard, this book off ers a gateway into the impressive array of scholarship on 
power in the United States that has been produced by hundreds of historians and 
social scientists since the end of World War II. 

 In closing this new preface, I want to extend my deepest thanks to the sev-
eral colleagues around the country who gave me information and feedback that 
made it possible to fi nish this revision in a timely fashion. I am grateful to Amel 
Ahmed for helping me to better understand her exciting new fi ndings on elec-
toral rules as containment strategies; to Mary Hendrickson, Linda Lobao, and 
James MacDonald, the latter a member of the Economic Research Service at the 
Department of Agriculture, who provided me with information and feedback on 
farming and agribusiness; to David Knoke for his succinct characterization of the 
organizational theory of the state; to Jeff  Manza for answers to my questions on 
voting and elections; to Craig Reinarman for his insightful perspectives on the 
Supreme Court; to Benjamin Page for valuable references concerning the impact 
of public opinion; to Peter Phillips for information on social clubs; to Walter 
Goldfrank for useful editorial comments; to Adam Schneider for his help with 
tables and fi gures; and to Joel Domhoff  for his research work. I am also grateful 
to Richard L. Zweigenhaft for sharing new research fi ndings with me and for his 
many editorial suggestions on several of the early chapters. I am grateful to the 
reviewers who provided valuable feedback: Greg Andranovich, California State 
University, Los Angeles; Nicholas Archer, Middlesex County College; and Kelsey 
Kretschmer, Southern Illinois University. 

 Most of all, I want to thank Cliff ord Staples, Department of Sociology, 
University of North Dakota, for providing me with his rich new fi ndings from his 
extensive network analyses of the relationships among the 500 largest corpora-
tions and the major foundations, think tanks, and policy-discussion groups, which 
I have cited at several places in Chapters 2 and 4. His work provides a far more 
solid and convincing basis for demonstrating how the corporate community and 
policy-planning network connect with government than anything that has existed 
in the past. I also thank him for his very helpful editorial suggestions on several 
sections of Chapters 2 and 4.  
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  Introduction 

 Do corporations, banks, and other fi nancial institutions have too much power in 
the United States? Two-thirds to three-fourth of Americans have answered “yes” 
to that general type of question since the 1980s, with the fi gure standing at 67 per-
cent in 2011. Th is book explains why their answers are accurate even though there 
is freedom of speech, the possibility of full political participation, and increasing 
equality of individual opportunity due to ongoing eff orts by liberal activists to 
bring full civil rights and fair treatment to everyone whatever their gender, color, 
or sexual orientation. In other words, the book attempts to deal with a seeming 
paradox: How is it possible to have extreme corporate domination in a democratic 
country that can provide many examples of individual advancement from disad-
vantaged starting points to top positions in business, government, universities, and 
the arts? Th is seeming paradox is made all the more striking because corporations 
do not have as much power in many other democratic countries. Th e wealth and 
income diff erences between people at the top and the bottom are not as large, and 
the safety net for those who are poor, ill, or elderly is stronger. Why does the rich-
est nation in the world also have the most poverty compared to Canada, Western 
Europe, and Japan? And why did those diff erences between the wealthy and other 
Americans increase between 1980 and 2010 (Alvaredo, Atkinson, Piketty, and 
Saez 2012; Bernstein 2000; Gallup 2011; Wolff  2012)? 

 Using a wide range of systematic empirical fi ndings, this book shows how 
the owners and top-level managers of large companies—the  corporate rich —work 
together to maintain themselves as the core of the dominant power group. Th eir 
corporations, banks, and agribusinesses form a  corporate community  that shapes 
the federal government on the policy issues of interest to it, which are issues that 
also 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 profi ts, which can lead to highly visible and acrimonious confl icts 
among rival corporate leaders, which are sometimes fought out in Congress. Nev-
ertheless, the corporate community is cohesive on the policy issues that aff ect its 
general welfare, which is often at stake when organized workers, liberals, feminists, 
communities of color, or strong environmentalists organize sustained political 
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  INTRODUCTION xi

 * A social movement is best understood as an organized eff ort to change established rules and customs 

through a sustained challenge to elite opponents and elected offi  cials by means of actions that are 

atypical, sometimes unruly, and very often considered illegal. Members of social movements are rule-

breakers, even though the laws and customs they thereby seek to change—such as keeping African 

Americans from sitting at lunch counters, excluding women from using male-only university libraries, 

or refusing to hire people because of their sexual orientation—are seen as unjust by many members of 

the society beyond those who are unjustly treated. Social movements are therefore very diff erent from 

new political campaigns, however liberal or ultraconservative, which simply seek to win offi  ce, and 

traditional “interest groups,” which seek to infl uence specifi c pieces of legislation of concern to them 

while playing by conventional rules. 

challenges. It is also cohesive when elected offi  cials attempt to raise corporate 
taxes or place new regulations on business activity. Th e book therefore deals with 
another seeming paradox: How can a highly competitive group of business leaders 
cooperate enough to work their common will in the political and policy arenas? 

 None of this means the corporate chieftains have complete and total power, 
or that their success in each new policy confl ict is a foregone conclusion, or that 
they never lose. For example, from the 1960s to the 1980s lawyers and other highly 
trained professionals with an interest in consumer or environmental issues were 
able to use lawsuits, lobbying, or publicity to win governmental restrictions on 
some corporate practices and even to challenge whole industries. Th ey also had 
considerable success in winning millions of dollars for employees and consum-
ers who suff ered from corporate wrongdoing, which led to successful eff orts by 
corporate lawyers and Republicans to put limits on corporate liability. In addi-
tion, wage and salary workers, when they are organized into unions and have the 
right to strike, can gain pay increases and improved social benefi ts. 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 disruption. 

 Moreover, one of the great victories of the civil rights movement, the Voting 
Rights Act of 1965, began a process that made it possible for liberal black-white-
Hispanic-Asian American voting coalitions to challenge the corporate commu-
nity in the electoral arena. Although this book demonstrates that the corporate 
community became even more powerful after the 1960s, in part due to a backlash 
by a signifi cant minority of white Americans against the changes brought about 
by the civil rights, feminist, gay-lesbian, and other social movements, it also shows 
that the potential for limiting corporate power developed at the same time.* Th e 
Democratic Party has been gradually transformed from the political arm of the 
Southern rich and urban Democratic organizations (called “machines” in their day 
because they seemed so powerful and effi  cient) to the party of corporate moder-
ates, liberals, women, communities of color, religious liberals, and labor unions. 
And thus another paradox: During the period from 1965 to 2011, when the sala-
ries of chief executive offi  cers (CEOs) of large corporations went from 42 times 
greater than an average worker’s pay to 380 times as much, new political openings 
for progressive social change nonetheless developed (AFL-CIO 2012). Th e nature 
of these openings and the reasons why the liberal-labor alliance has not been able 
to take full advantage of them are explained throughout the book.  
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xii INTRODUCTION

 Partly because the corporate rich share great wealth and common eco-
nomic interests, but also due to the political opposition to their shared interests, 
they band together to develop their own social institutions—gated neighbor-
hoods, guarded apartment towers, private schools, exclusive social clubs, debu-
tante balls, and secluded summer resorts. Th ese social institutions create social 
cohesion and a sense of group belonging, a “we” feeling, and thereby mold the 
owners and top managers in the corporate community into a  social upper class , 
which is described in Chapter 3. In addition, the corporate rich supplement 
their small numbers by fi nancing and directing a wide variety of nonprofi t 
organizations, such as tax-free foundations, think tanks, and policy-discussion 
groups, to aid them in developing policy alternatives that serve their interests. 
Th ese organizations are part of a  policy-planning network  that is linked together 
by shared donors, trustees, and expert advisors. Th e highest-ranking employees 
in the policy-planning network, those who serve on the various organizations’ 
boards of trustees, join with leaders from the corporate community and the 
upper class to form the leadership group for the corporate rich. Collectively, 
these leaders are called the  power elite;  they derive their power from serving 
on the governing boards of both the corporations and nonprofi t organizations 
that are controlled by the corporate rich. Th e composition of the power elite is 
explained in more detail at the end of Chapter 4. 

 Th e corporate rich also attempt to shape public opinion in favor of the 
policy initiatives they sponsor and against those they dislike. Often drawing on 
policy positions, rationales, and statements developed within the policy-planning 
network, the  opinion-shaping network  operates through the public relations 
departments of large corporations, general public relations fi rms, and many small 
opinion-shaping organizations, which direct most of their attention to middle-
class voluntary organizations, educational institutions, and the mass media. It is 
unlikely that the opinion-shaping network is very often successful in altering pub-
lic opinion, but it is not for lack of trying, and it can claim to have improved the 
images of specifi c corporations and to have generated doubt and confusion about 
what initially appeared to be clear-cut policy changes that would be in the general 
public interest. 

 Th e corporate rich also enter into the electoral arena, fi rst and foremost 
through their large campaign contributions to candidates in both political 
parties, with an overwhelming preference for the Republicans. Th ey also have 
an indirect involvement through providing politicians with lucrative speak-
ing opportunities, lobbying jobs, and well-paid positions on corporate boards 
before and after their time in government service. Th eir eff orts have led to pro-
corporate presidents and a pro-corporate majority in both houses of Congress 
since corporations became the dominant institutions of American society in 
the 1870s. Historically, the pro-corporate majority in Congress consisted of a 
 conservative coalition , which was defi ned as a majority of Southern Democrats 
and Republicans voting together on a legislative proposal in either the House or 
the Senate (Shelley 1983). However, that arrangement changed gradually after 
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  INTRODUCTION xiii

 * Th e South is defi ned for purposes of this book as the 17 states that had state laws requiring school 

segregation until the  Brown v. Board of Education  decision by the Supreme Court in 1954: Alabama, 

Arkansas, Delaware, Florida, Georgia, Kentucky, Louisiana, Maryland, Mississippi, Missouri, North 

Carolina, Oklahoma, South Carolina, Tennessee, Texas, Virginia, and West Virginia. In addition, all of 

them were slave states in 1860 with the exception of West Virginia, which was part of the slave state 

of Virginia until it broke away to become a separate state in 1863, and Oklahoma, a slave territory 

when the Civil War broke out. Th is defi nition emphasizes that “the South” was once much larger and 

hence much more powerful than it is in people’s minds since the 1970s. Today “the South” means what 

was once called the “Deep South,” an area that includes eastern Texas, Alabama, Arkansas, Georgia, 

Louisiana, Mississippi, South Carolina, and northern Florida. 

the Voting Rights Act made it possible for African Americans and white liberals 
to push the most conservative Southern Democrats into the Republican Party, 
while slowly replacing the few remaining white Democrats in the South with 
African American legislators in 21 House districts by 2012.* Th e corporate rich 
are joined within the Republican Party by a wide range of highly conservative 
religious organizations concerned with a variety of social issues, including abor-
tion, prayer in schools, and gay marriage. Th is  corporate-conservative alliance  also 
includes leaders in the National Rifl e Association and other ultraconservative, 
antigovernment organizations with no religious affi  liations. At the same time, 
the moderate conservatives within the corporate community maintain a signifi -
cant presence in the Democratic Party, as demonstrated by the major fi nancial 
backing that they provided to President Barack Obama in his 2004 senatorial 
campaign and his 2008 and 2012 presidential campaigns.  

 Th e ability of the corporate rich to transform their economic power into 
policy expertise and political access makes them the most important infl uence on 
the federal government. Leaders from the corporate community and the policy-
planning network have been appointed to top positions in the executive branch 
in both Republican and Democratic administrations since the last quarter of the 
nineteenth century, and their allies in Congress listen carefully to the policy rec-
ommendations proposed by the experts they employ at foundations, think tanks, 
and policy-discussion groups. Th is combination of economic power, policy exper-
tise, and continuing political access makes the corporate rich 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 within which other groups 
and classes must operate, right down to changing the rules that govern elections 
and who can vote in them. Th ey 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 
necessary policies it carries out for them, leaders within the corporate community 
are constantly critical of the government because of its potential independence and 
its ability to aid their opponents. Th ey know they need government, but they also 
fear it. Th ey especially fear it during times of economic crisis when they need it 
the most, as demonstrated very dramatically in the near meltdown of the fi nancial 
system in late 2008 and early 2009. Although the corporate community focuses 
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xiv INTRODUCTION

its complaints on taxes and government spending, the underlying issue usually 
involves the ongoing struggle between the corporate community and government 
for dominance on key power issues. In particular, the corporate rich are wary of 
the federal government due to its capacity to aid average Americans by (1) creat-
ing government jobs for the unemployed, which might make people less likely to 
take low-paying or dangerous positions in the private sector; (2) making health, 
unemployment, and Social Security benefi ts more generous, which also might 
make people less willing to work in low-paying jobs; and (3) helping employees 
gain greater workplace rights and protections, which would make it more diffi  cult 
for the corporate rich to control the workplace. 

 More generally, the corporate rich realize that a liberal-labor majority in 
Congress could redirect the tax breaks, subsidy payments, research grants, gov-
ernment purchases, and regulations that currently benefi t major corporations. 
Instead, it could invest more tax dollars in schools and employee-owned compa-
nies, subsidize renewable energy companies, and raise taxes on coal, oil, and natu-
ral gas companies. It could even support publicly controlled enterprises that would 
compete in the market with private corporations. Corporate leaders are well aware 
of these possibilities because some of them exist in one or two states. For example, 
North Dakota has had a state-owned bank and a state-owned fl our mill (the larg-
est fl our mill in the United States) since progressives temporarily controlled the 
state government after the 1918 elections. Corporate leaders also know that such 
possibilities have been proposed by liberals as ways to structure a market system so 
that it furthers the interests of consumers, workers, environmentalists, and small 
businesses (e.g., Baker 2011; Carnoy and Shearer 1980). 

 Most of all, however, corporate leaders oppose any government support for 
unions, which they see as a primary source of infl ation through unrealistic pay 
raises brought about by collective bargaining agreements. Th ey also dislike union 
demands for a voice in shaping workplace rules and safety regulations. Even more, 
they completely oppose unions as a potential organizational base for advocating a 
whole range of polices that would weaken corporate power. In a phrase,  control of 

labor markets  is a crucial issue in the eyes of the corporate community. 
 In the context of the fi nancial crisis and the sudden onset of the Great 

Recession in late 2007, some of these possibilities seemed to be very real to the 
corporate rich. Th ey feared that government leaders might take control of the 
banks, mortgage companies, and automobile manufacturers that were saved from 
bankruptcy with taxpayer dollars, especially after the Democrats took control of 
the White House and Congress in the 2008 elections. Th ey knew that government 
bailouts and fi nancial rescues had occurred in the past—for banks, railroads, and 
Southern plantations during the 1930s, for example, and for the savings and loan 
industry in the 1980s. But they worried that the bailouts might grow too large and 
last too long for them to regain their former degree of dominance. Although their 
fears proved to be unfounded, they were nonetheless real, and they explain why the 
corporate rich keep a constant eye on government and react strongly to the slight-
est hint of any government independence by shouting “Socialism,” which is their 
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term for the fact that strong governments can exert more control of the economic 
sector, as they do in many countries that make use of the market system. *   

 Th e corporate community’s main opponents—labor unions, liberal univer-
sity communities, religious liberals, most communities of color, and locally based 
environmental organizations—sometimes work together on policy issues as a 
 liberal-labor alliance.  However, this alliance is usually extremely diffi  cult to hold 
together because its members have divergent and sometimes clashing interests. It 
also has far less money to spend on political campaigns than the corporate leaders, 
although this diff erence has become somewhat smaller because (1) the extreme 
stances taken by religious conservatives on several issues have made the Demo-
crats more attractive to upper-middle-class professionals and (2) money in small 
sums can now be raised over the Internet. In addition, despite the fact that unions 
have represented a declining percentage of wage and salary workers since World 
War II, they still had nearly 15 million members at the end of 2011 (BLS 2012). 
Unions therefore remain the largest and best-fi nanced part of the alliance. Th ey 
also cut across racial and ethnic divisions more than any other sector of American 
society. 

 Th e liberal-labor alliance also includes a few men and women from well-
to-do business families that are critical of the corporate community despite their 
comfortable fi nancial circumstances. Th is is often because they do not like—and 
in some cases fear—the alliance that corporate conservatives have forged with 
religious conservatives within the Republican Party. Th e presence of people from 
privileged social backgrounds in the liberal-labor camp suggests that unexpected 
formative experiences, such as the shock of encountering extreme poverty, reli-
gious intolerance, or racial prejudice, can lead to liberal social and religious values 
that can be as important as class in shaping political orientations. Th eir opposition 
to corporate dominance adds another level of complexity to the power equation: 
Th ere is class domination in the United States, but not all those born into the 
upper class support class domination. 

 Th e liberal-labor alliance enters into the electoral arena through the lib-
eral wing of the Democratic Party, sometimes fi elding candidates in party pri-
maries to stake out its policy goals, or more often issuing blueprints for a more 
liberal economy, as in the case of a booklet called  Prosperity Economics  (Hacker and 
Loewentheil 2012). Contrary to the strident warnings of ultraconservatives and 
the fond hopes of liberal commentators, this alliance never has had a major voice 

 *  “Socialism” is actually characterized by government ownership of all major income-producing prop-

erties and a planned economy that makes little or no use of the market system to determine prices 

or consumer demand. Th e economies of the countries called “socialist” in Western Europe by Ameri-

can conservatives are almost entirely privately owned and rely on markets; they diff er from the U.S. 

economy only in that they have tighter regulations on some corporate practices, tax the citizenry (not 

just the wealthy) at higher rates, and have more extensive government-run social insurance systems 

(think unemployment insurance, Social Security, and Medicare-for-Everyone as examples). Th ese 

“social democracies,” as they are called, are fairly similar to what liberals in the United States always 

have sought to achieve. 
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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. Despite 
the potential openings created by the departure of white Southern Democrats 
from the party, union leaders and liberals had more impact from the late 1930s 
to the early 1970s than they have had ever since. By the 1990s, unions spent tens 
of millions of dollars on political campaigns in presidential election years and by 
2012 that fi gure had reached several hundred million if all levels of government 
are included. Th ey also deploy their paid organizers and members to work at the 
grassroots level—making telephone calls, stuffi  ng envelopes, and going door-to-
door to bring out the vote. However, their political clout has been hurt since the 
1960s, not only by a decline in membership, but by the fact that many of their 
members disagreed with liberals over a variety of issues, such as the integration 
of neighborhoods, schools, and skilled blue-collar occupations; affi  rmative action 
and busing; women in the workplace; and environmental protection laws that they 
feared might lead to the loss of jobs. 

 Th e liberal-labor alliance is sometimes aided by the organizing and social 
movement skills of political leftists, who in the past played a role as socialists 
and communists in the struggle for women’s suff rage in the Progressive Era, 
the building of industrial unions in the 1930s, and the development of the civil 
rights movement in the 1960s. However, the leftists, who now tend to identify 
themselves as libertarian socialists, anarchists, or anticapitalists, are also strong 
critics of the liberal-labor alliance because of their grave doubts about the pos-
sibility of reforming a market-based economic system to any signifi cant degree. 
Th ey also criticize the liberals for limiting themselves to an emphasis on improv-
ing representative democracy instead of pushing for a more participatory form of 
democracy, in which people in general are involved in decisionmaking through 
grassroots councils and other forms of local organization. In addition, they often 
support left-wing third parties with the hope of replacing the Democrats, a strat-
egy strongly rejected by the liberal-labor alliance. Moreover, a small percentage of 
them believe that breaking storefront windows, occupying privately owned build-
ings, tearing down fences, and entering into confrontations with police units are 
useful tactics in some situations, as last seen in what transpired at the demonstra-
tions and rallies carried out by the anticorporate global justice movement between 
1999 and 2001 (e.g., Yuen, Burton-Rose, and Katsiafi cas 2001; Yuen, Burton-
Rose, and Katsiafi cas 2004). As a result of all these disagreements, there is a far 
larger and more contentious gap between the liberal-labor alliance and the various 
types of leftists than any diff erences that exist within the corporate-conservative 
alliance within the Republican Party. 

 Th e major policy confl icts between the corporate community and the liberal-
labor alliance are best described as  class confl icts  because they concern the distribu-
tion of wages and profi ts, the rate and progressivity of taxation, the usefulness of 
labor unions, and the degree to which business should be regulated by govern-
ment. Th e liberal-labor side wants corporations to pay higher wages to employees 
and higher taxes to government. It wants government to strengthen regulations on 
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a wide range of business practices and help employees organize unions. Th e great 
majority in the corporate community rejects all these policy objectives, claim-
ing they endanger the freedom of individuals, the effi  cient workings of the mar-
ketplace, and economic growth. Th e confl icts these disagreements generate can 
manifest themselves in many diff erent ways: workplace protests, strikes, industry-
wide boycotts, massive demonstrations in cities, pressure on Congress, and voting 
preferences. 

 Social confl ict over abortion, same-sex marriage, gun control, and other 
social issues supported by liberals and vigorously opposed by strong conservatives 
are not part of this overall class confl ict. Th ey are separate issues related to genuine 
diff erences in moral and political values (Lakoff  1996). Th ey also may relate to the 
very diff erent outlooks toward life in general that characterize strong liberals and 
strong conservatives (Tomkins 1964). Th ese diff erences are not reducible to eco-
nomics or the class structure, and they encompass more than political and social 
issues (e.g., Altemeyer 2006; Jost and Amodio 2012). Th e outcomes of confl icts 
over social issues do not directly aff ect the power of the corporate community, but 
they are an important part of the competition between the corporate-conservative 
and liberal-labor alliances in the electoral arena. 

 To help familiarize readers with the six main political orientations in the 
United States,  Table 0.1  presents the views of the religious right, ultraconserva-
tives in the corporate community, moderate conservatives in the corporate com-
munity, trade unionists, liberals, and leftists on the key issues that diff erentiate 
them. Th e 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 government 
in the economy. However, there are some diff erences between corporate moder-
ates and corporate ultraconservatives on issues such as rent subsidies, federal aid to 
schools, and Social Security. Moderate conservatives also have more tolerance for 
women’s right to choose and civil and marital rights for gays and lesbians. Th ese 
diff erences lead some moderate conservatives to feel more at home in the mod-
erate wing of the Democratic Party, but it bears repeating that they are strongly 
opposed to unions even though they are Democrats. Th us, for all the tensions 
between conservatives and ultraconservatives within the Republican Party, the 
Democratic Party has more profound policy disagreements within it than does 
the Republican Party.  

 On the other side of the political fence, the liberal, left, and trade union-
ist orientations are supportive of unions, seek greater government involvement 
in the economy, and advocate a liberal social agenda. However, as noted earlier, 
there is a major disagreement between the liberal-labor alliance and the leftists on 
the degree to which a private-enterprise system working through markets can be 
reformed to bring about greater economic equality and on the usefulness of third 
parties, which lead to very diff erent economic programs and political strategies. 
Th ese diff erences can cause confl icts that benefi t the Republicans under some 
circumstances, as discussed in Chapter 6. 
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 Table 0.1 Th e Policy Preferences on Several Key Issues for Six Political Orientations                

      Religious 
Right  

  Ultraconser-
vatives  

  Moderate 
Conservatives  

  Trade 
Unionists * *   

  Liberals    Leftists/
Progressives    

     Favor private own-
ership and private 
profi t?   

    yes       yes       yes       yes       yes       no    

    Oppose unions?       yes       yes       yes       no       no       no    

    Oppose government 
regulation?   

    yes       yes       yes  *       no       no       no    

    Oppose government 
social benefi ts?   

    yes       yes       somewhat       no       no       no    

    Oppose liberal 
social agenda?   

    yes       yes       somewhat       no  * * *       no       no      

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

  * *Some trade unionists are also liberals or leftists.  

  * * *Some trade unionists, especially those in the construction trades, oppose one or more aspects of the liberal social agenda and sometimes vote for 

Republicans as a result.  
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 Neither the corporate-conservative nor the liberal-labor alliance elicits the 
strong loyalty of a majority of the American population. Th ey 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 when things are running 
smoothly, such as close personal relationships, the challenges of their jobs, or the 
enjoyment of a hobby or athletic activity. Th e typical American usually pays little 
attention to most policy issues, focuses on political candidates only around the 
time of elections, and has a mixture of liberal and conservative opinions that seems 
contradictory—and annoying—to those who have strong conservative, liberal, or 
leftist orientations. As an analysis based on a 2007 national survey concludes, 
Americans are “conservative egalitarians.” Th ey are wary of big government and 
they cherish individual freedoms, but they are also supportive of many economic 
initiatives that are labeled as liberal, and they are willing to pay higher taxes so that 
everyone has better economic opportunities (Page and Jacobs 2009). 

 Th e importance of average centrist citizens in the electoral arena, who usu-
ally defi ne themselves as moderate Democrats or independents when it comes 
to political preferences, can be seen through surveys reporting the percentage of 
liberals and Democrats in the country. According to periodic surveys by the Pew 
Research Center for the People and the Press, one of the largest and most reliable 
nonprofi t polling organization in the country, in 2012 only 21 percent of Ameri-
cans considered themselves liberals, compared to 32 percent who said they were 
moderates and nearly 43 percent who described themselves as conservatives; this is 
not very diff erent from how they labeled themselves in 2004 and 2008 (Horowitz 
2008; Pew 2012, p. 11). But the mix was a little diff erent at the voting booths: 
25 percent of voters described themselves as liberals in exit polls in 2012, while 
40 percent said they were moderates and 35 percent said they were conservative. 
At the same time, just to make things more complicated, these same voters also 
said they were 38 percent Democrats, 30 percent independents, and 32 percent 
Republicans, which means that President Obama and other successful Democrats 
had to gain the support of moderates and independents to win elections, as did any 
Republicans who won outside the overwhelmingly Republican and conservative 
states in the South and the Great Plains; moreover, 11 percent of liberals said they 
voted for the Republican presidential candidate, Mitt Romney, and 17 percent of 
conservatives said they voted for Obama (Edison Research 2012). 

 Th e seeming apathy or ignorance often wrongly ascribed to ordinary citi-
zens actually makes personal sense for several reasons. To begin with, there are 
time-consuming diffi  culties in bringing people into agreement on new policy ini-
tiatives, which can lead to endless arguments, interpersonal tensions, and frustra-
tion for those who attend frequent meetings. Even when there is agreement on 
a new direction, it can take years to change policies at any level of government. 
It is therefore hard to maintain enthusiasm and momentum unless the situation 
is very dire. To most people, it thus seems more sensible and practical to focus 
on the many necessities and pleasures of everyday life, which have the virtue of 
leading to feelings of personal accomplishment and satisfaction. Put another way, 
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when social scientists take the time to understand the situations in which diff er-
ent groups and classes fi nd themselves, they fi nd that what people do makes sense, 
because the pull of everyday life is overwhelming when weighed against the end-
less hours of eff ort and trouble that come with political activism (Flacks 1988). 

 In times of turmoil, however, all bets are off . People pay attention and 
express themselves clearly. But no one can predict these events or what will hap-
pen because of them. Th e past can be analyzed and trends can be noted, but major 
events happen when they are least expected—the Great Depression of the 1930s, 
the resurgence of the civil rights movement in the early 1960s, the sudden collapse 
of the Soviet Union in the early 1990s, and the Great Recession that began late 
in 2007. More generally, no one can predict the future. All the experts and media 
commentators have been wrong about just about everything according to studies 
of thousands of past predictions (Silver 2012; Tedlock 2005).  
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 1
Power and Class in America 

   Power  and  class  are terms that make Americans a little uneasy. Concepts such as 
 power elite  and  dominant class  put people on their guard. Even though there is 
widespread concern about the extent of corporate power, and a strong tendency 
toward egalitarian values, the idea that a relatively fi xed group of privileged people 
might shape the economy and government for their own benefi t goes against the 
American grain. But what exactly do everyday Americans and social scientists 
mean when they talk about power and class, and how do their views compare? 
Th is chapter answers those two questions. It also explains the methods used to 
study power and class, as well as providing an outline of how the rest of the book 
will unfold. 

  WHAT IS POWER? 

  American ideas about power had their origins in its colonial history and the strug-
gle for independence from Great Britain, which brought issues of equal treatment 
and the right to participate in government to the forefront. What is not so well 
known is that these ideas owe as much to the confl ict within each colony over the 
role of ordinary citizens as they do to the Revolutionary War itself. It is often lost 
from sight that the average citizens who supported the revolution were making 
new political demands on their leaders as well as helping in the fi ght against the 
British. Before the onset of the anticolonial war called the American Revolution, 
governments everywhere had been based on the power and legitimacy of reli-
gious leaders, kings, self-appointed conventions, or parliaments. Th e high-status 
American revolutionary leaders who drafted the constitutions for each of the 
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13 original 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. 

 Instead, it was members of the “middling” classes of yeoman farmers and 
artisans who gradually developed the idea out of their own experience that power 
is the possession of all the people and is delegated to government with their con-
sent. Th ey therefore insisted that special conventions be elected to frame each 
colony’s constitution, and that the constitutions then be ratifi ed by the vote of 
all white males without regard to their property holdings. Th ey 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 revolutionary idea of the people as the source of legitimate power in the 
new United States arose from the people themselves (Palmer 1959; Piven 2006, 
Chapter 3). 

 In the end, the middle-level insurgents only won the right to both a consti-
tutional convention of elected delegates and a vote on subsequent ratifi cation in 
Massachusetts in 1780. From that time forth, however, it has been widely agreed 
that “power” in the United States belongs to “the people.” Since then every liberal, 
leftist, populist, or ultraconservative political group has claimed that it represents 
the people in its attempt to wrest arbitrary power from the “vested interests,” the 
“economic elite,” the “cultural elite,” “the media,” the “bureaucrats,” or the “politi-
cians 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 federal constitution, primarily 
designed to more fully protect private property and compromise some of their 
fundamental disagreements, without asking for the consent of the governed. In 
the process they were forced to add the Bill of Rights to ensure the constitution’s 
acceptance. In a very profound cultural sense, then, no group or class has “power” 
in America, but only “infl uence.” Any small group or class that has power over “the 
people” is therefore perceived as illegitimate. Th is may help explain why those with 
power in America always deny they have any (see Vogel 1978 for a full analysis of 
this important point). 

    THE SOCIAL SCIENCE VIEW OF POWER 

  Most social scientists believe that the concept of power has two intertwined 
dimensions. Th e fi rst involves the degree to which a community or nation has 
the capacity to perform eff ectively 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, many nations became more powerful in the 
second half of the twentieth century, including the United States. Moreover, the 
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collective power of the United States grew because of its ability to assimilate 
immigrants of varying economic and educational levels from all over the world 
as productive citizens. Th e gradual acceptance of African Americans into main-
stream social institutions also increased the nation’s collective power. 

 Th e second dimension of power concerns the ability of a group or social class 
within a community or nation to be successful in confl icts with its rivals on issues 
of concern to it. Here, the stress is on  power over,  which is also called  distributive 

power . When the word “power” is used in the rest of this book, it will always be 
meant in this distributive sense. Paralleling general American beliefs, most social 
scientists think of distributive power as meaning great or preponderant infl uence, 
not complete and absolute control. More specifi cally, a powerful group or class is 
one that can realize its goals even if some other group or class is opposed (Olsen 
and Marger 1993; Wrong 1995). Th is defi nition captures the sense of struggle that 
is embodied in the everyday meaning of power and it readily encompasses the idea 
of class confl ict. It also fi ts with the main goal of this book, which is to show how 
the corporate rich developed the power to institute the policies they favor, even 
in the face of the liberal-labor alliance’s organized opposition to most corporate 
policies and large majorities that opposed specifi c policies. 

 Generally speaking, the ability of a group or class to prevail begins in its 
control of one or more of the four major social networks—economic, political, 
military, and ideological—that have been found in historical and cross-national 
studies to provide the main organizational bases for wielding enduring distribu-
tive power in any large-scale society (Mann 1986; Mann 2012; Mann 2013). Th e 
economic network consists of a set of organizations concerned with satisfying 
material needs through the “extraction, transformation, distribution and consump-
tion of the objects of nature” (Mann 1986, p. 24). Th e political network, which is 
embodied in “the government” in modern times, regulates activities within the 
geographical area for which it is responsible, including the movement of people, 
economic goods, and weapons in and out of its territory. Th e military network is 
rooted in organized physical violence that is meant to kill, subjugate, or enslave 
opponents. Th e ideology network is most readily understood as a network of orga-
nizations that seeks to provide answers to ultimate questions about the meaning 
and purpose of life, a greater degree of communal closeness, and the alleviation of 
guilt and suff ering for its members, which generates loyal followers, large budgets 
through freely given donations, and revered leaders. Historically, religious com-
munities, such as churches, mosques, and synagogues, were the primary organiza-
tions in this network. However, they were joined in the past several hundred years 
by messianic political movements on the left and right, groups asserting racial 
superiority, and highly aggressive nationalistic movements; they give meaning and 
focus to the lives of their adherents by blaming specifi c groups or classes for their 
problems or attacking countries perceived as dangerous and populated by inferior 
human beings. 

 Although economic and political networks have been the main power net-
works in the United States for historical reasons that are discussed in Chapter 8, 
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the four power networks can combine in diff erent ways in diff erent 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 many 
countries, past and present. In other countries, well-organized ideological groups 
have been able to develop popular support and demonstrate the ability to exercise 
force if need be in maintaining control over the government. Due to the variety 
of power outcomes that are found in the historical record, most social scientists 
believe there is no one ultimate basis for distributive power from which the other 
types of distributive power can be derived. Th is means that the concept of dis-
tributive power is a fundamental one in the social sciences, just as energy is a 
fundamental concept in the natural sciences for the same reason: No one form of 
energy or power is more “basic” than any other (Russell 1938; Wrong 1995). 

 Although these general ideas provide a good general starting point, they are 
not specifi c enough to be useful in deciding how to study distributive power in a 
complex nation-state such as the United States. How, then, can we decide if the 
corporate rich have “power”? 

    THREE POWER INDICATORS 

  A formal defi nition of a concept such as distributive power does not explain how 
the concept is to be measured. In the case of confl icts between groups or classes 
over desired goals, which are the essence of distributive power, it is seldom possible 
to observe interactions that reveal its operation even in small groups, let alone to 
see something as large and diff use as a social class producing eff ects on another 
social class. People and organizations 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 fi rst and foremost a relationship between two 
or more contending groups or classes, for research purposes it is useful to think of 
distributive power as an underlying “trait” or “property” of a specifi c group or social 
class. It might make this point more clear to say that the personality traits studied 
by psychologists and the concept of “magnetism” developed by physicists have a 
similar logical structure. Th us, whether a theorist is concerned with “magnetism,” 
as in physics, or “friendliness,” as in psychology, 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 trait whose presence can be inferred only through a series of diagnostic 
signs that vary in their strength under diff ering conditions. Because the indicators 
do not necessarily appear each and every time the trait is manifesting itself, a trait 
is best measured by a series of indicators, or signs, that bear a probabilistic relation-
ship to it. 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 power should be measurable in some circumstances. 
(See Lazarsfeld 1966 for a classic statement of this approach.) 
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 Since an indicator of power may not necessarily appear or be measurable in 
each and every instance in which power is operating, three diff erent types of power 
indicators are used in this book. Th ey are called (1) who benefi ts? (2) who governs? 
and (3) who wins? Each of these empirical indicators has unique strengths and 
weaknesses. However, the potential weaknesses of each indicator do not present a 
serious problem if all three of them point to the same group or class as the most 
powerful. 

  Who Benefi ts? 

 Every society has material objects and experiences that are highly valued, although 
there is variation from society to society in exactly what is considered valuable. If it 
is assumed that most people in a society would like to have as great a share of what 
are believed to be the good things of life as possible, then their distribution can 
be utilized as a power indicator. Th ose who have the greatest share of what people 
want are, by inference, the powerful. Although some value distributions may be 
unintended outcomes that do not really refl ect 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, as most people agree, wealth, high incomes, exotic 
vacations, and good health are highly valued. Most people would like to own prop-
erty; to have high-paying, interesting, and safe jobs; to enjoy the fi nest in travel 
and leisure; and to live long and healthy lives. All of these “values” are unequally 
distributed, 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 distribu-
tions because there is detailed quantitative information available about them that 
spans over 100 years of the nation’s history. Th is does not mean that wealth and 
income are the same thing as power. Instead, high incomes and the possession 
of great wealth are simply visible signs that a class has power in relation to other 
classes. 

 Th e argument for using value distributions as power indicators is strength-
ened by studies showing that such distributions vary from country to country, 
depending upon the relative strength of rival political parties and trade unions. 
One past study reported that the degree of inequality in the income distribution 
in Western democracies varied inversely with the percentage of highly liberal can-
didates who had been elected to the country’s legislature in the fi rst three decades 
after 1945. Th e greater the liberal presence, the greater the amount of income 
that went to the lower classes (Hewitt 1977). In a study based on 18 Western 
democracies in the same era, it was found that strong trade unions and success-
ful social democratic parties were correlated with greater equality in the income 
distribution and a higher level of welfare spending (Stephens 1979). Th us, there 
is evidence that value distributions do vary depending on the relative power of 
contending groups or classes. Information on the wealth and income distributions 
in the United States will be presented in Chapter 3. 
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6 POWER AND CLASS IN AMERICA

   Who Governs? 

 Power also can be inferred from studying who occupies important institutional 
positions or takes part in important decision-making groups. If a group or class 
is highly overrepresented or underrepresented in relation to its proportion of 
the population, it can be inferred 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 
population has 30 percent of the important positions in the government, which is 
30 times as many as would be expected by chance, then it can be inferred that the 
class is powerful. Conversely, if it is found that women are in only a small percent-
age of the leadership positions in government, even though they make up a slight 
majority of the population, it can be inferred that women are relatively powerless 
in that important sector of society. Similarly, if it is determined that a community 
of color has only a small percentage of its members in leadership positions, 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. 

 Th is indicator is not perfect because some offi  cial positions may not really 
possess the power they are thought to have, and some groups or classes may exer-
cise power from “behind the scenes.” Once again, however, the case for the use-
fulness 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 degree 
of representation in Parliament (Guttsman 1969). Th en, too, as women, African 
Americans, Latinos, and Asian Americans joined movements to demand a greater 
voice in the United States in the 1960s and 1970s, their representation in positions 
of authority began to increase (Zweigenhaft and Domhoff  2006; Zweigenhaft and 
Domhoff  2011). 

   Who Wins? 

 Th ere are many issues over which the corporate community and the liberal-labor 
alliance disagree, including taxation, unionization, and business regulation. Power 
can be inferred on the basis of these issue confl icts by determining who success-
fully initiates, modifi es, or vetoes policy alternatives. Th is indicator, by focusing on 
relationships between the two rivals, comes closest to approximating the process 
of power contained in the formal defi nition. It is the indicator preferred by most 
social scientists. For many reasons, however, it is also the most diffi  cult 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 on the political agenda because it 
has the power to keep them in the realm of  nonissues,  that is, most people know 
there is a problem, but it is never addressed in the political arena because of a 
variety of barriers that are discussed in Chapters 5 and 6. 
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  THREE POWER INDICATORS 7

 Despite the diffi  culties in using the “who wins?” indicator of power, it is 
possible to provide a theoretical framework for analyzing governmental decision-
making that mitigates many of the methodological problems. Th is framework 
encompasses the various means by which the corporate community attempts to 
infl uence both the government and the general population in a conscious and 
planned manner, thereby making it possible to assess its degree of success very 
directly. More specifi cally, there are four relatively distinct but overlapping pro-
cesses (discovered by means of membership network analysis) through which the 
corporate community tries to control the public agenda and win policy victories on 
the issues that do appear on it. Th ese processes are based in four infl uence networks, 
which are discussed in more detail in later chapters. 

1.    Th e  special-interest process  deals with the narrow and short-run policy 
concerns of wealthy families, specifi c corporations, and the many diff er-
ent sectors of business. It operates primarily through lobbyists, company 
lawyers, and trade associations, with a focus on congressional com-
mittees, departments of the executive branch, and regulatory agencies 
(including the Internal Revenue System for purposes of tax avoidance). 
Th e lobbyists are often former elected offi  cials or former aides and 
advisors to elected offi  cials, who can command very large salaries in the 
private sector because their information and connections are so valu-
able to wealthy families and corporations. A subsystem of this process 
is now known as the “wealth defense industry” because the thousands 
of accountants, tax lawyers, estate planners, and other participants in it 
spend all their time defending and enlarging the fortunes of the relative 
handful of families worth $50 million or more (Winters 2011).  

2.   Th e  policy-planning process  formulates the general interests of the corpo-
rate community. It operates through the foundations, think tanks, and 
policy-discussion groups that make up the policy-planning network, 
with a focus on the White House, relevant congressional committees, 
and the high-status newspapers and opinion magazines published in 
New York and Washington. It is the place in which corporate leaders 
meet with academic experts and former government offi  cials to discuss 
diff erences and prepare themselves for government appointments.  

3.   Th e  opinion-shaping process  attempts to infl uence public opinion 
and keep some issues off  the public agenda. In addition to the large 
public relations fi rms and many small organizations within it, the 
opinion-shaping network includes a wide variety of patriotic, antitax, 
and single-issue organizations that celebrate the status quo and warn 
against “big government.” Many advertising executives, former journal-
ists, and former government offi  cials are employed by the organizations 
in this network. Sometimes they make harsh media attacks on oppo-
nents of the corporate community.  
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8 POWER AND CLASS IN AMERICA

4.   Th e  candidate-selection process  is concerned with the election of poli-
ticians that are sympathetic to the agenda put forth in the special-
interest and policy-planning processes. It operates through large 
campaign donations and hired political consultants; it is focused on the 
presidential campaigns of both major political parties and the congres-
sional campaigns of the Republican Party.  

  Taken together, the people and organizations that operate in these four net-
works constitute the political action arm of the corporate rich. Building on the 
structural (economic) power of the corporate community, which is explained in 
the next chapter, and the status power of the upper class, which is explained in 
Chapter 3, and then the expert power developed within the policy planning net-
work, which is explained in Chapter 4, this political action arm is the fi nal step on 
the path to corporate and class domination of the federal government. 

     WHAT IS A SOCIAL CLASS? 

  For most Americans, being a member of a “class” implies that people have per-
manent stations in life, which fl ies 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. Th ey talk about social class, but with euphemisms like “the suits,” “the blue 
bloods,” “Joe Sixpack,” and “the other side of the tracks.” 

 American dislike of the idea of class is deeply rooted in the country’s colo-
nial and revolutionary history. Colonial America seemed very diff erent to its new 
inhabitants from European countries because it was a rapidly expanding frontier 
country with no feudal aristocracy or inherited social statuses. Th e sense of dif-
ference was heightened by the need for solidarity among all classes in the war 
for freedom from the British. As suggested in the previous section, revolutionary 
leaders from the higher classes had to concede greater freedom and equality for 
common people to gain their support. Th ey also had to accept voting rights for all 
white males that met minimum property qualifi cations, which could be done with 
relative ease at the time because land was readily available at reasonable prices 
(Keyssar 2009). One historian states the trade-off  very succinctly: “Leaders who 
did not fi ght for equality accepted it in order to win” (Palmer 1959, p. 203). In 
other words, outside enemies bring a people together out of necessity, at least until 
they have won their common battle. 

 Although diff erences in wealth, income, and lifestyle already existed in the 
colonial and revolutionary eras, particularly in port cities and the South, these 
well-understood inequalities were usually explained away or downplayed by mem-
bers of the middle classes as well as by the merchants, plantation owners, and 
lawyers who were at the top of the socioeconomic 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 
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small compared with Europe. Th ey recognized that there were rich and poor, but 
they preferred to think of their country “as one of equality, and proudly pointed to 
such features as the large middle class, the absence of beggars, the comfortable cir-
cumstances of most people, and the limitless opportunities for those who worked 
hard and saved their money” (Main 1965, pp. 239, 284). 

 Th e fact that nearly 20 percent of the population was held in slavery and 
that 100,000 Native Americans lived in the western areas of the colonies was not 
part of this self-defi nition as a middle-class, egalitarian society. Instead, the free 
white majority defi ned itself in opposition to the potentially dangerous slaves and 
Native Americans, who were willing to fi ght for their freedom or to protect their 
land when they had the opportunity. Th is recognition of common enemies height-
ened the American immigrants’ shared sense of “whiteness” as a signifi cant part of 
their social identity. In fact, “race,” as defi ned by the existence of “black,” “red,” and 
“white” people, and later people with other skin colors, is another factor that made 
the class-based nature of American society less salient than it might otherwise be; 
however, many later immigrant groups originally thought of as racially diff erent 
became “white” over time as the term became just another way of defi ning the in-
group (Waters 1990; Waters 1999). 

 Even members of the upper class preferred this more egalitarian view of 
the class system to what had existed for many centuries in Europe. To emphasize 
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 dis-
gust 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 destroying the necessary subordination” (Palmer 
1959, p. 3). Th at is, class dominance should be as subtle and reasonable as pos-
sible, a principle that is also embodied in the Constitution and the way in which 
Americans talk about class. 

 Two hundred years later, in response to sociologists who wanted to know 
what social class means to Americans, a representative sample of the citizenry in 
Boston and Kansas City expressed ideas similar to those of the fi rst Americans. 
Although most people were keenly aware of diff erences in social standing and 
judged status levels primarily in terms of income, occupations, and education 
(but especially income), they emphasized the openness of the system. Th ey also 
argued that a person’s social standing is in good part determined by such individual 
qualities as initiative and the motivation to work hard. Moreover, many of them felt 
the importance of class was declining. Th is belief was partly due to their convic-
tion that people of all ethnic and religious backgrounds were being treated with 
greater respect and decency, whatever their occupational and educational levels, 
but even more to what they saw as material evidence for social advancement in the 
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10 POWER AND CLASS IN AMERICA

occupations and salaries of their families and friends. In short, a tradition of public 
social respect for everyone and the belief in social mobility (from which people of 
color were excluded until the social movements of the 1960s) are also factors in 
making class less important in the everyday thinking of most white Americans 
(Coleman, Rainwater, and McClelland 1978). People are very aware of basic eco-
nomic and educational diff erences and they can size up social standing fairly well 
from such outward signs as speech patterns, mannerisms, 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 infl uences your thinking.” Th en she added: “Maybe 
you shouldn’t use the word ‘class’ for it, though—it’s really a niche that each of us 
fi ts into” (Coleman, Rainwater, and McClelland 1978, p. 25). In a classic study of 
social classes in New Haven, a person in the top category in terms of neighbor-
hood residence and educational background seemed startled when asked about 
her class level. After regaining her composure, she replied: “One does not speak of 
classes; they are felt” (Hollingshead and Redlich 1958, p. 69). As part of a study of 
38 upper-class women in a large midwestern city, a sociologist bluntly asked her 
informants at the end of the interview if they were members of the upper class. 
Th e answers she received had the same fl avor of hesitation 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 wellborn.” 

 “I hate to use the word ‘class.’ We’re responsible, fortunate people, old families, 
the people who have something.” 

 “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.” (Ostrander 1980, pp. 78–79) 

  Th ese insights into the social psychology of the upper class, especially the 
development of a sense of superiority that justifi es class dominance, are explored 
further in Chapter 3. 

    SOCIAL CLASS ACCORDING TO SOCIAL SCIENTISTS 

  Social scientists end up with just about the same understanding of social classes 
as do typical Americans, but only after two important theoretical issues are dealt 
with fi rst. Th ey 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, while at the same time excluding people they do not see as 
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similar to themselves. Social scientists also stress that the concept of class includes 
the relationship between classes as well as a set of positions within the social 
structure. Th e idea of a social class is therefore a double-edged or two-dimensional 
concept, so to speak, denoting both the specifi c economic or social class people 
are in as well as the relationships between classes. To use the earlier example once 
again, business owners and wage earners constitute separate economic classes, but 
the concept of class also encompasses the relationship between them. 

 Th e distinction between economic classes and social classes is important 
because class as an economic relationship is always operating as part of the social 
structure, but the people in any given economic position may or may not develop 
their own social organizations, live in the same neighborhoods, and interact 
socially. Th e degree 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 mem-
bers of an economic class may be limited in the degree to which they can exercise 
political power if they do not think of themselves as being members of a social 
class with common interests (Weber 1998; Wright 1998). 

  Analyzing Social Classes 

 Th e systematic study of whether or not people in a given economic position are also 
members of a social class begins with a search for connections among the people 
and organizations that are thought to constitute the social class. Th is procedure is 
called  membership network analysis,  which boils down to a matrix in which social 
organizations, such as schools and clubs, are arrayed along one axis and individuals 
along the other.  Table 1.1  provides a hypothetical example of such a matrix. 

  As can be seen in  Table 1.1 , the boxes (called  cells ) created by each inter-
section of a person and an organization are fi lled in with information revealing 
whether or not the person is a member of that organization. Th is information 
is used to create two diff erent kinds of networks, one organizational, the other 
interpersonal. An  organizational network  consists of the relationships among 

 Table 1.1 A Hypothetical Membership Network Using Schools and Clubs 

     Individuals     Organizations  

     School 1     School 2     Club 1     Club 2  

      Person 1     X       X  

    Person 2      X     X  

    Person 3     X      X     X  

    Person 4      X     X     X  

    Person 5  

     Note: Person 5 is an “isolate” with no connections. He or she is not part of the social class.  
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organizations as determined by their common members. Th ese shared members 
are usually called  overlapping  or  interlocking  members. An  interpersonal network,  
on the other hand, reveals the relationships among individuals as determined by 
their common organizational affi  liations. (Th ese and other methodological issues 
are explained further with the help of diagrams and tables in the document on 
“How to Do Power Structure Research” on  whorulesamerica.net .) 

 To provide a more complete example of the type of analysis that appears 
throughout the book, suppose a researcher had the alumni lists for dozens of private 
schools and Ivy League universities, along with membership lists for many clubs, as 
well as guest lists from debutante balls. By determining the names that overlap on 
two or more of these lists, it would be possible to determine which of these orga-
nizations are parts of the same social network. In addition, it could be shown that 
the most central organizations in the network are determined by the fact that they 
share members with many other organizations, whereas peripheral organizations 
might have members in common only with other organizations that are also one 
or two steps removed from the central organizations. Furthermore, some organiza-
tions may have no members in common with any of the others, which reveals they 
are not part of the social network. In the end, those organizations that are part of 
the network are the institutional framework for the social upper class. 

 A membership network analysis is in principle very simple, but it is theoret-
ically important because it contains within it the two types of human relationships 
of concern in most sociological theorizing: interpersonal relations and member-
ships in organizations. Th us, these networks contain a  duality of persons and groups  
(Breiger 1974). For analytical purposes, the interpersonal and organizational net-
works are often treated separately, and some social scientists talk of diff erent “lev-
els of analysis,” but in the reality of everyday life the two types or levels are always 
intertwined. Hence the employment of a very useful phrase to explain a complex 
point: a “duality of persons and groups.” 

 Th is network-based way of thinking about a social class (as consisting of 
both organizations and their members) fi ts well with earlier defi nitions of social 
class. For example, in one of the fi rst empirical investigations of social class in 
America, a study of caste and class in a Southern city in the 1930s, the sociological 
researchers defi ned a social class as: 

  Th e largest group of people whose members have intimate access to one 
another. A class is composed of families and social cliques. Th e interrelation-
ships between these families and cliques, in such informal activities as visiting, 
dances, receptions, teas, and larger informal aff airs, constitute the structure 
of the social class. A person is a member of the social class with which most 
of his or her participations, of this intimate kind, occur. (Davis, Gardner, and 
Gardner 1941, p. 59n) 

  A political scientist who did a classic study of class and power in the city of 
New Haven wrote that similar “social standing” is defi ned by “the extent to which 
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members of that circle would be willing—disregarding personal and idiosyncratic 
factors—to accord the conventional privileges of social intercourse and acceptance 
among equals; marks of social 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” (Dahl 1961, p. 229). 

 As these similar defi nitions from diff erent disciplines suggest, there is a gen-
eral agreement among social scientists that there are social 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. Th e fi rst problem for power analysts begins with the 
question of whether the top social class, the upper class, is also an economic class 
based in the ownership and control of large income-producing properties. Th is 
question will be answered in great detail in Chapter 3. 

     A GUIDE TO WHAT FOLLOWS 

  Because the analysis presented in this book challenges some basic American 
beliefs and is met with skepticism by those social scientists who prefer one of the 
alternative theories discussed in Chapter 9, it is necessary to proceed in a deliber-
ate fashion, defi ning 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. Th en they can 
compare their critique of the argument with the theories discussed in Chapter 9. 

 Using membership network analysis as a starting point, each chapter presents 
one aspect of a cumulative argument. Chapter 2 provides evidence for the existence 
of a nationwide corporate community that includes Wall Street banks and stockbro-
kers, military contractors, agribusinesses, accounting fi rms, and corporate law fi rms, 
as well as large and well-known corporations like ExxonMobil, General Electric, 
and IBM. It briefl y discusses the agricultural sector and small-business to show that 
they are closely tied to the corporate community and present no challenge to it. It 
shows that most local businesses are organized into  growth coalitions  that are focused 
on making local land more valuable, and discusses the ways in which the corporate 
community and local growth coalitions sometimes come into confl ict. 

 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 social psychology. It is this overlap of 
the corporate community and the upper class that defi nes those with great wealth 
in the United States as the corporate rich. Th e 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 
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when they meet in the policy-planning network. In a phrase,  social cohesion helps 

bring about policy cohesion . 
 Chapter 4 demonstrates that the corporate rich fi nance and direct the 

network of foundations, think tanks, and policy-discussion groups that provides 
policies and plans to deal with newly emerging problems faced by the corporate 
community. It is through involvement in this policy-planning network that cor-
porate leaders gain an understanding of general issues beyond the confi nes of 
their own narrow business problems, discuss 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 topics. Chapter 5 describes how several of the organizations in the 
policy-planning network link with the public aff airs departments of large corpo-
rations, large independent public relations fi rms, and nonprofi t organizations at 
both the local and national level to form an opinion-shaping network that tries 
to infl uence middle-class voluntary groups and reinforce the individualistic and 
antigovernment dimensions of the American belief system. 

 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 discusses the nature of the two major 
political parties and the congressional voting coalitions that shape most major 
pieces of legislation. In the process it also explains why campaign donations 
can play an important role in American politics, 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. It begins with a discussion of the special-interest process, pro-
viding several examples related to tax cuts, tax havens, and subsidies for specifi c 
corporations. Th e chapter then outlines the several avenues through which the 
proposals developed in the policy-planning network are incorporated into gov-
ernment policy. It next examines the social, educational, and occupational back-
grounds of cabinet appointments and top staff  appointments in the White House, 
showing that they have come disproportionately from the corporate community 
and policy-planning network. 

 Chapter 8 outlines the theoretical framework that fi ts best with these fi nd-
ings, a  class-domination  theory based in an understanding of how the four most 
important bases of power—the economic, political, military, and ideological 
networks—relate to one another in the United States. It explains the historical 
reasons for the ascendancy of the economic network in the United States, which 
leads to greater power for the corporate community than in other industrialized 
democracies. Brief comparisons of the relative importance of the four main power 
networks in the United States and various European countries are used to make 
this point more clear. Each country has a unique history that makes generaliza-
tions across time and place very risky, but the comparisons made in this chap-
ter highlight the fact that the ideological, political, and military networks have 
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been much more important in most European countries than they have been in 
the United States. Th us, corporate dominance cannot be taken as an inevitable 
outcome. 

 Chapter 9 discusses the similarities and diff erences between the class-
dominance theory presented in this book and the three main alternative view-
points in the social sciences that received the most attention and generated the 
most empirical studies between 1992 and 2012. It also off ers a brief critique of 
each of these theories based on the empirical information that has been pre-
sented in earlier chapters. By that point readers will have enough information 
of their own with which they can make their own judgments about the useful-
ness of the alternative theories and the validity of the critiques that are made of 
them. Th e chapter concludes with the suggestion that the four-network theory 
described earlier in this chapter, based on the interactions of economic, political, 
military, and ideological organizational networks, provides a common meeting 
ground that does not require the proponents of any of the theories to abandon 
their key insights.    
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  It may seem a little strange at fi rst to think about the several thousand big corpora-
tions, banks, and other fi nancial companies that sit astride the American economy 
as any sort of community, but in fact corporations have many types of connec-
tions and common bonds. Th ey include shared ownership, long-standing patterns 
of supply and purchase, and the use of the same legal, accounting, advertising, and 
public relations fi rms. Corporations also share common (overlapping) members on 
their boards of directors, which have the ultimate responsibility for the fate of cor-
porations. Th en, too, large corporations share the same goals and values, especially 
the profi t motive. As noted in the Introduction, they also draw closer because they 
are all opposed and criticized to varying degrees by the labor movement, liberals, 
leftists, strong environmentalists, and other types of anticorporate activists. 

 For research purposes, the most objective starting point for grasping the full 
scope of the corporate community is in the  interlocks  created when a person sits on 
two or more corporate boards, because interlocks are the most visible and acces-
sible 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. Th e organizational network uncovered in these studies provides a rigorous 
research defi nition for the term  corporate community : It consists of all those profi t-
seeking organizations connected into a single network by overlapping directors. 

 Th e starting point in creating this network since the 1950s has been detailed 
research by reporters for the business magazine  Fortune , which leads to a list of the 
500 and 1,000 largest publicly owned corporations for each year, which are ranked 
by their yearly revenues and known as the  Fortune  500 and  Fortune  1,000. From 
this starting point, it is not only possible to determine which of these companies 

 2
Th e Corporate Community 
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share directors, but to discover the many privately owned companies, fi nancial 
fi rms, and corporate law fi rms that are part of this network, and therefore part of 
the corporate community, due to sharing common directors with the  Fortune  500. 

 However, it is very important not to overstate the actual importance of these 
interlocks. Th ey are valuable for the dissemination of organizational innovations 
among corporations, they give the people who are members of several boards a very 
useful overview of the corporate community as a whole, they contribute to political 
cohesion, and they seem to have modest eff ects on some of the fi nancial practices 
of the interlocked corporations (Burris 2005; Dreiling and Darves 2011; Mizruchi 
1996). But for the purposes of this book, corporate interlocks should be thought 
of primarily as an entry point that outsiders are able to use for learning more 
about the corporate community. Th eir importance to how the corporate commu-
nity functions should not be overestimated because they barely scratch the surface. 

 Once the outlines of the corporate community are established through an 
examination of interlocking directorates, it is possible to extend the membership 
network analysis to fi nd the other types of organizational affi  liations 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 gov-
ernment. First, they develop trade associations, which are made up of all the busi-
nesses in a specifi c industry or sector of the economy. Th us, there is the American 
Petroleum Institute, the American Bankers Association, the National Association 
of Home Builders, and hundreds of similar organizations that focus on the narrow 
interests of their members and bring their concerns to government through the 
special-interest process discussed briefl y at the end of the previous chapter. 

 Second, the corporate community is pulled even closer together by several 
overarching business associations that look out for its general interests and play a 
role in the policy-planning process discussed in Chapter 4: the National Associa-
tion of Manufacturers, the U.S. Chamber of Commerce, the Conference Board, 
the Business Council, the Committee for Economic Development, and the Busi-
ness Roundtable. In the case of the National Association of Manufacturers and its 
many state affi  liates, for example, its foremost concern since 1903 has been all-out 
opposition to labor unions in any part of the economy. It also routinely opposes 
any increase in the minimum wage, unemployment benefi ts, Social Security pay-
ments, or any other legislation that might give more power to its employees. In 
early 2009, it resisted two bills introduced into the House of Representatives to 
deal with pay discrimination against women on the grounds that they would 
“open the fl oodgates to unwarranted litigation against employers at a time when 
businesses are struggling to retain and create jobs” (Pear 2009). 

 Th e U.S. Chamber of Commerce encompasses all types of American busi-
nesses, not just manufacturers, and is therefore much larger in size and reaches 
into more communities through its state and local affi  liates. It shares many views 
in common with the National Association of Manufacturers. Together, these two 
associations are the organizational basis for the large “ultraconservative” wing, or 
faction, within the corporate community. 
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 Th e Conference Board has a fact-gathering and information-dissemination 
role in the corporate community, publishing many studies about business condi-
tions and consumer confi dence of interest to all members of the community. Th e 
Business Council, on the other hand, is primarily an occasion for formal but off -
the-record meetings with top appointees in the executive branch of the federal 
government. On some issues, but not those related to trade unions, its members, 
all of them past or present chief executive offi  cers (CEOs), have sometimes taken 
policy positions that are more moderate on various sorts of government social 
insurance and educational support programs than those of the National Asso-
ciation of Manufacturers and the U.S. Chamber of Commerce. Along with the 
members of the Committee for Economic Development, a business group started 
during World War II to plan for the postwar economy, members of the Business 
Council tend to represent the “corporate moderate” position within the corporate 
community. 

 As for the Business Roundtable, with both ultraconservative and corpo-
rate moderate members, it is the organization that has usually coordinated the 
corporate community against a wide range of challenges from the liberal-labor 
alliance since the 1970s. In 2011, the Business Roundtable, with 209 members, 
and the Business Council, with 132 members, shared 70 members in common. 
Th e Business Roundtable also shared 13 members with the National Association 
of Manufacturers, 11 with the Chamber of Commerce, three with the Committee 
for Economic Development, and three with the Conference Board. 

 Th e close relationships among these six corporate groups in general has 
been demonstrated through studies of their shared directors (Burris 2008; Staples 
2013). However, the relationships are even closer than individual director inter-
locks reveal because there are numerous “company-based” interlocks among them 
as well. Th at is, one top executive of a corporation may be a director of one organi-
zation and another executive may be a director of one of the other organizations. 
Company-based interlocks show that vice presidents and legal advisors from 
the largest corporations, especially vice presidents for public relations or govern-
ment relations, along with chief executive offi  cers in smaller companies, direct 
the National Association of Manufacturers and the U.S. Chamber of Commerce. 
In 2011, nine large companies had four or more interlocks with the six groups, 
including Procter & Gamble with six and Aetna and IBM with fi ve. Overall, 239 
of the  Fortune  500 had at least one link to one of the six groups (Staples 2013). 

  THE UNEXPECTED ORIGINS OF THE CORPORATE 
COMMUNITY 

  Standard historical accounts sometimes suggest that the fi rst American businesses 
were owned by individual families and only slowly evolved into large corpora-
tions with common ownership and many hired managers. In fact, the corporate 
community had its origins in jointly owned companies in the textile industry in 
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New England in the late eighteenth and early nineteenth centuries. At that time 
the common directors refl ected the fact that a small group of wealthy Boston mer-
chants were joining together in varying combinations to invest in new companies. 
By 1845 a group of 80 men, known to historians as the “Boston Associates,” con-
trolled 31 textile companies that accounted for 20 percent of the nationwide tex-
tile industry. Th e Boston Associates also had a large role in fi nancing the nation’s 
early railroads. Th en, too, 17 of these men served as directors of Boston banks that 
owned 40 percent of the city’s banking capital, 20 were directors of six insurance 
companies, and 11 sat on the boards of fi ve railroad companies (Dalzell 1987). 

 Meanwhile, wealthy investors in other major cities were creating commonly 
owned and directed companies as well. In New York, for example, the 10 larg-
est banks and 10 largest insurance companies in 1816 were linked into one very 
tightly interlocked network. Most striking, 10 of the companies had from 11 to 
26 interlocks and six had six to 10 interlocks; the remaining four had one to 
fi ve interlocks. In 1836, all but two 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 11 to 26 interlocks, 10 having six to 
10 interlocks, and 16 having one to fi ve interlocks. Even at that time, which is 
often romanticized 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 (Bunting 1983). 

 Th ese big-city networks of fi nancial companies and railroads persisted in 
roughly their mid-century form until they were transformed between 1895 and 
1904 by a massive merger movement, which created a national corporate network 
that included huge industrial corporations for the fi rst time (Roy 1983). Until 
that point, industrial companies had been organized as partnerships among a few 
men or families. Th ey tended to stand apart from the fi nancial institutions and the 
stock market. Detailed historical and sociological studies of the creation of this 
enlarged corporate community reveal no economic effi  ciencies that might explain 
the relatively sudden incorporation of industrial companies. Instead, it seems more 
likely that industrial companies adopted the corporate form of organization for a 
combination of economic, legal, and sociological reasons. 

 Th e most important of these reasons seem to have been a need to (1) reg-
ulate the competition among them that was driving down profi ts and (2) gain 
better legal protection against the middle-class reformers, populist farmers, and 
socialists who had mounted an unrelenting critique of “the trusts,” meaning 
agreements among industrialists to fi x prices, divide markets, and/or share profi ts 
(Roy 1997). When trusts were outlawed by the Sherman Anti-Trust Act of 1890 
(which was coincidentally followed by a major depression, large wage cuts, and 
strikes by angry workers), the stage was set for industrialists to take advantage of 
the increasing number of rights and privileges that legislatures and courts were 
gradually granting to the legal device called a “corporation.” From this point for-
ward the wealthy became the corporate rich, with their fortunes in all business 
sectors, from agriculture to real estate, protected by their incorporated fortresses. 
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 Several studies show that the corporate community remained remarkably 
stable after the merger movement ended. Since then it always has included the 
largest corporations of the era, and until very recently fi nancial companies tended 
to be at the center. Th ree changes in the patterns of corporate interlocks between 
1904 and the 1970s seem to refl ect gradual economic and fi nancial changes, and 
thereby demonstrate that interlocks often refl ect changing power dynamics in the 
corporate community. First, railroads became more peripheral as they gradually 
declined in economic importance. Second, manufacturing fi rms became more 
central as they increased in economic importance. Th ird, as corporations became 
more independent of banks, the banks became less likely to place their top offi  cers 
on nonbank boards and more likely to receive offi  cers of nonbank corporations on 
their own boards; this reversal of fl ow may refl ect the gradual transformation of 
commercial banks from major power centers to places of coordination and com-
munication (Mizruchi 1982; Mizruchi and Bunting 1981). 

 In short, large American businesses always have been owned and controlled 
by groups of well-to-do people that share common economic 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 pur-
poses and the expansion of corporations from the beginning of the nineteenth 
century. Th en, too, control of corporations by a combination of directors and high-
level executives is an early feature of the American business system, not a change 
that occurred when stockholders allegedly lost control of companies to bankers or 
managers in the fi rst half of the twentieth century (Bunting 1987). Contrary to 
the traditional claim by many social scientists that corporate growth and restruc-
turing are sensible and effi  cient responses to changing technology and markets, a 
claim that leaves no room for any concern with power, research by historians and 
sociologists suggests that big corporations are a response to legal changes and class 
confl ict, although it is also true that improvements in transportation and commu-
nication made such changes possible (Roy 1997). 

 Before taking a detailed look at the corporate community from the 1970s to 
2010, it is necessary to say a few more words about corporate boards of directors. 

    THE BOARD OF DIRECTORS 

  Th e board of directors is the offi  cial governing body of the corporation. Usually 
composed of from 10 to 15 members, it meets for a day or two at a time about 
10 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 individual members are sometimes in daily contact with the manage-
ment that handles the day-to-day aff airs of the corporation. Th e major duty of the 
board of directors is to hire and fi re high-level executives, but it also is responsible 
for accepting or rejecting signifi cant policy changes. Boards seem to play their 
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most critical role when there is confl ict within management, the corporation is in 
economic distress, or there is the possibility of a merger or acquisition. 

 Th e board is the offi  cial governing body, but the company executives on the 
board, who are called  inside directors , sometimes play the main role in shaping 
the board’s decisions. Th ese 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 as long as things are running smoothly, with the 
top managers having great infl uence in naming their successors in running the 
company. When outside directors become displeased with the direction the CEO 
is taking, however, they often ask him or her to resign with little or no notice, as 
happened in October 2012 to the CEO of the once-mighty Citibank (the largest 
fi nancial services company in the world in 2007) because it was not recovering 
from its near-fatal decline in 2008 as fast as its main rivals (Silver-Greenberg and 
Craig 2012). 

 Although the exact role of the board varies from corporation to corporation 
and with changes in circumstances, boards 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. Th ey speak for the corporation to the rest of the corporate 
community and to the public at large. New owners demand seats on boards to 
consolidate their positions and to have a “listening post.” Electing the top offi  cers 
of rival corporations to each other’s boards may signal the end of confl icts over 
hostile merger attempts. Commercial bankers may seek seats on boards to keep 
track of their loans and to ensure that future business will be directed their way. 
Th e CEOs of leading companies often take time from their busy schedules to 
be on one or two other boards because board membership is a visible sign that 
their advice is respected outside their home company. Th eir board memberships 
also provide them with general intelligence on the state of the business world. 
Th en, too, the presence of investment bankers, corporate lawyers, and academic 
experts on a board is a sign that the corporations respect their expertise. Th e pres-
ence of a university president, former government offi  cial, well-known woman, 
or prominent person of color is a sign that their high status and respectability are 
regarded as valuable to the image of the corporation, especially when it is being 
criticized for racial or gender discrimination (Zweigenhaft and Domhoff  2006, 
Chapters 2–4). 

 Boards of directors are pivotal for an important theoretical reason as well. 
In the broadest sense, they are the interface between corporations and the upper 
class in the United States. Because of this role, boards of directors are one of 
the means by which this book attempts to synthesize a class-based theory and 
insights from organizational theory. From the standpoint of organizational theory, 
boards are important because they allocate scarce resources, deal with situations 
in which there is great uncertainty, and link the company to other organizations 
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that are important to the company’s future success. Th e organizational perspective 
is represented on the board of directors by the inside directors, who are full-time 
employees of the corporation. Th ey are concerned with organizational survival and 
therefore make sure that any new initiatives have a minimal eff ect on routine func-
tioning. Th ey see outside directors as the “ambassadors” of the organization, who 
help to reduce uncertainty in the organization’s environment (DiTomaso 1980). 

 Th e outside directors, who are often members of other large-scale profi t-
making enterprises or wealthy members of the upper class, represent the class 
perspective on the board. Th ey want to ensure that any given corporation’s new 
policy proposals fi t well with their other profi t-making opportunities and do 
not jeopardize general public acceptance in the political realm. Outside 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 nonprofi t organizations, their general understanding of business and invest-
ment, and their many connections to other wealthy people, fundraisers, and poli-
ticians. Such resources make it possible for them to have a very real impact when 
new leadership must be selected or new policy directions must be undertaken 
(Ostrander 1987). As a former CEO later refl ected in regard to the members 
of Yahoo’s board after they replaced her after only one year on the job, “I didn’t 
understand or have the time or take the time—that’s a much better thing to say, 
take the time—to understand the relationships they had between themselves” 
(Miller 2012, p. B4). 

    THE CORPORATE COMMUNITY 

  Th e American economy is gigantic almost beyond description. In 2012, the 
estimated value of all the goods and services produced within the country was 
$15.1 trillion, almost twice the size of the economy as recently as 1984, and a little 
over six times as large as it was in 1945. However, most of these goods and ser-
vices were produced by a relatively small number of companies that employ 1,000 
or more workers and make the lion’s share of the profi ts. According to a com-
prehensive survey for the year 2000, which has not been updated, only 8,300 of 
the estimated 5.5 million corporations, 2.0 million partnerships, and 17.7 million 
nonfarm proprietorships in the United States, a mere 0.015 percent of the total 
number of businesses, had 1,000 or more employees. Th e ownership of economic 
assets was even more highly concentrated, and the corporations in the  Fortune  500 
earned 57 percent of all profi ts while employing just 16.3 percent of the private-
sector workforce (White 2002). 

 Several diff erent studies, stretching from 2010 back to the 1970s, all of which 
focused on the largest corporations, provide a detailed overview of the modern-
day corporate community. It is fi rst of all an “extensive” network in terms of corpo-
rate interlocks, encompassing 87.5 percent of the  Fortune  500 in 2010, 84 percent 
of the 930 largest corporations for 2001, 87.6 percent of 1,029 corporations in 
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1996, and 90 percent of the 800 largest corporations studied in the early 1970s 
(Barnes and Ritter 2001; Davis, Yoo, and Baker 2002; Domhoff  1998, pp. 36–40; 
Mariolis 1975; Staples 2013). Furthermore, most corporations are within three 
or four “steps” or “links” of any other, but for practical purposes only the fi rst two 
links are usually apparent to members of the network (even though information 
and gossip may be passed along to people they don’t know) because most directors, 
like people in any setting, cannot see beyond the “friends of friends” level. 

 In the case of the 2010 study of the  Fortune  500, which provides the starting 
point for further analyses in this chapter and Chapter 4, the large network, with 
87.5 percent of the  Fortune  500 included in it, is not “dense.”  Th is is because corpo-
rations have relatively few ties with one another as a percentage of all the possible 
ties in a completely interconnected network. However, the corporate community 
does have a “core” or “center.” It is made up of the corporations with the most 
interlocks, which tend to be corporations with more frequent interlocks with each 
other than with other corporations. For 2010, the 30 most central corporations in 
terms of their total director interlocks included several very familiar names, such 
as IBM (No. 3), Ford Motor (No. 7), Verizon (No. 9), General Electric (No. 14), 
McDonald’s (No. 15), FedEx (No. 21), and General Mills (No. 30). 

 When the directors of the six business groups were added to the  Fortune  
500 database, 453 of the 506 organizations (89.5 percent) were part of one large 
network, which means that adding those groups drew only a few of the “isolates” 
into the network. It also reveals that there is considerable “redundancy” in the 
network, which suggests that it would not fall apart if some of the links were 
broken. It is also noteworthy that fi ve of six general-purpose business groups have 
the highest centrality rankings, and that 28 of the 30 most central corporations in 
the fi rst step of the analysis were among the most central 40 organizations in the 
enlarged network. Th ese results demonstrate in a systematic way what most read-
ers would expect by this point: Th e large central corporations are closely linked to 
the business groups (Staples 2013). Th e results for this analysis are presented in 
 Table 2.1  (on page 24). 

  Th e centrality of the Business Roundtable and the Business Council in the 
corporate community also is demonstrated by determining the extent to which 
the entire network can be recreated using just the 271 people who are in either 
or both of those two organizations as a starting point. It shows that 40 percent of 
the  Fortune  500 companies and the other four business groups are directly or indi-
rectly connected to the Business Roundtable/Business Council combination. Put 
another way, even if a signifi cant number of companies lost their direct connec-
tions to each other, they still would be linked to each other through the Business 
Roundtable and the Business Council. 

  Privately Owned Corporations and Financial Companies 

 In addition to the thousands of corporations that sell their stocks to the general 
public through the stock exchanges, there were 212 corporations in 2011 with 
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$2 billion or more in sales that were privately owned by family members or a few 
private investors; 65 of them were large enough to be in the  Fortune  500, and most 
of them had from 10,000 to 142,000 employees (Forbes 2011). Th ere were also 
many private fi nancial companies that off er fi nancial services to all corporations 
and take ownership positions in many of them, and a handful of them are involved 
in the buying and selling of large corporations (“private equity” fi rms). Sometimes 
private equity fi rms buy companies to take them private, sometimes to turn pri-
vate companies into publicly held companies, and sometimes to sell off  pieces of 
the newly acquired corporation to other corporations, depending on which of 
these actions can bring them more profi ts through tax breaks or through stock 

 Table 2.1 Th e 40 Highest-Ranking Organizations in the Corporate Community 
     (Numbers in Parentheses Refl ect Corporate Rankings  Before  Business Groups 
Were Added to the Corporation Network)  1    

    Ranking     Organization     Ranking     Organization  

        1     Business Roundtable     21     Eli Lilly (29)  

      2     Business Council     22     FedEx (21)  

      3     CED     23     General Electric (14)  

      4     NAM     24     H. J. Heinz (9)  

      5     Chamber of Commerce     25     Medtronic (22)  

      6     Caterpillar (2)     26     Wells Fargo (25)  

      7     Marathon Oil (5)     27     Alcoa (61)  

      8     IBM (3)     28     Allstate (18)  

      9     Ford Motor (7)     29     Boeing (19)  

    10     3M (1)     30     Corning (28)  

    11     Deere (6)     31     General Mills (30)  

    12     American Express (11)     32     Northrop Grumman (24)  

    13     Conference Board     33     Aetna (60)  

    14     McDonald’s (15)     34     Aon (12)  

    15     Pfi zer (5)     35     Bank of New York Mellon (27)  

    16     United Technologies (16)     36     Citibank (41)  

    17     Verizon (9)     37     JPMorgan Chase (32)  

    18     AT&T (17)     38     McGraw-Hill (94)  

    19     Abbott Laboratories (10)     39     Northern Trust (23)  

    20     Chevron (13)     40     PNC Financial (34)     

   1  Note that some corporations fell more than six places, and some new ones moved into the Top 40, 

after the six business groups were added, which refl ects the changing dynamics of a network when 

new organizations are added.  

  Source:  Staples 2013. 
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purchases by university endowments and government pension funds (Appelbaum, 
Batt, and Clark 2012; Nanea and Smith 2012). Studies of representative samples 
of directors of  Fortune  500 companies and of the members of the Business Coun-
cil and Business Roundtable suggest that both privately held corporations and 
fi nancial fi rms are often part of the corporate community. Some of their owners 
also participate in the policy-planning network discussed in Chapter 4 and the 
opinion-shaping network examined in Chapter 5. 

 Cargill, a producer and marketer of a wide range of foodstuff s, with 142,000 
employees in 65 countries, is larger than all but 18 companies on the  Fortune  500 
list. Both its CEO and its president sit on the board of a  Fortune  500 company, 
and the CEO is also a member of the Business Council. Th ree of its fi ve outside 
directors have numerous directorships in the  Fortune  500. Five of the 20 largest 
privately held companies were represented on the Business Roundtable in 2010. 
To take a privately held company further down the list at No. 84, Carlson, which 
owns hotels, restaurants, and resorts and employs 52,500 people, one member of 
the Carlson family is on the board of ExxonMobil. Another director at Carlson 
Company, the retired CEO of Best Buy, is on the board of General Mills. Th e 
CEO of Cargill is also on the board, which gives Carlson a direct link to the Busi-
ness Council. Members of the Carlson family serve as directors of universities and 
cultural organizations as well, on which they overlap with directors of  Fortune  500 
companies. 

 On the other hand, some privately held companies do not have links to the 
 Fortune  500 or the six large business groups. Koch Industries, the second-largest 
of the privately held corporations, which would be 29th on the  Fortune  500 list, 
just below Boeing Corporation, if its stock were publicly traded, has no offi  cers 
who serve on  Fortune  500 boards. But its two main owners, David H. Koch and 
Charles G. Koch, who inherited the company from their father and built it into 
the giant it is now, sit on a wide range of cultural boards with other corporate 
directors. Th ey also became famous in the 2000s as the major donors to ultracon-
servative think tanks and the right wing of the Republican Party. 

 Th e fi ve largest private equity fi rms in 2011 (the Texas Pacifi c Group 
[aka TPG], Goldman Sachs Principal Investment Area, the Carlyle Group, 
Kohlberg Kravis Roberts, and the Blackstone Group) are part of the corporate 
community as owners of  Fortune  500 fi rms, corporate directors, and members 
of the Business Council and Business Roundtable. One of the three founders of 
TPG is a director of General Motors, Harrah’s Entertainment, and Energy Future 
Holdings. Th e top partner at Goldman Sachs is a member of both the Business 
Council and the Business Roundtable, as is the co-founder of the Blackstone 
Group. Th e lead partners of the Carlyle Group and Kohlberg Kravis Roberts are 
members of the Business Council. 

 Kohlberg Kravis Roberts, the fourth-largest of the private equity fi rms in 
2011, gained notoriety in the late 1980s as the fi rst of the early private equity 
fi rms to become involved in hostile takeovers of large corporations. Th e lead part-
ner, Henry Kravis, who is sometimes listed as a self-made person because it is 
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not generally known that his father was worth tens of millions of dollars, sat on 
eight corporate boards at one point, including Safeway Stores, RJR Nabisco, 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. By 2011, Kravis, age 67, was down to one board and Roberts, 
age 69, had dropped all board affi  liations, but their fi rm still was involved in many 
companies and the two men were worth $4 and $3 billion, respectively. 

 Th is section has only scratched the surface of the corporate community 
because there are very few systematic studies of it in the social sciences to draw 
upon. However, there are many other ways that the full extent of the corporate 
community could be explored. For example, links between the top corporations 
and the lower portions of the  Fortune  1,000 could be studied. In the case of cor-
poration No. 1,000, SRA International, one of its directors, who worked for JPM-
organ Chase before joining a private equity fi rm, is also a director of SunGard 
Data Systems (No. 380 on the  Fortune  list). SunGard, in turn, has one director 
who is also a director of HCA (No. 77) and another who is a member of the Busi-
ness Roundtable. Another SRA International director is a partner in Providence 
Equity Partners, one of the 15 largest private equity fi rms in the country. Th is 
example, picked as the least likely starting point for corporate community connec-
tions, might reveal the intricacies and extent of the corporate community if it were 
studied more fully in the future. Th is might be especially the case if more fi nancial 
companies were added. 

   Are Defense Companies Separate? 

 Unlike the countries of Europe, which had to have large armies from the six-
teenth century onward to expand their territories or defend themselves against 
their neighbors, the United States did not have a large military establishment until 
World War II. Th is fact goes a long way toward explaining the relatively small size 
of the federal government historically, because military budgets were by far the 
largest item of state expenditure from the time there is surviving evidence (from 
the twelfth century) on this issue (Mann 1986; Mann 1993). Th e relatively small 
size of the federal government until the 1940s also helps to explain why large 
corporations were able to have a large role in shaping it, as shown in Chapters 6 
and 7. However, the large amount of defense spending since World War II led a 
few social scientists to argue that there is a separate “military-industrial complex,” 
which is able to win the budgetary allocations it needs and maintain at least some 
degree of independence from the corporate community. Th ere are three major 
fi ndings that contradict this notion. 

 First, several of the largest defense contractors, such as Boeing, General 
Electric, and United Technologies, which manufactures elevators, escalators, and 
other industrial products, are also among the largest corporations in the coun-
try irrespective of their military contracts. Second, research on the handful of 
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companies that specialized in weapons manufacturing in the years following 
World War II demonstrated that they were completely integrated into the cor-
porate community through their bank connections and interlocking directors; in 
addition, their directors went to the same universities and belonged to the same 
social clubs as other corporate directors ( Johnson 1976). 

 Findings on the top defense contractors’ director interlocks in 2010 show 
they continue to be integrated with the larger corporate community. For example, 
the largest defense contractor in 2010, Lockheed Martin, had director interlocks 
with six nondefense companies, including two with Monsanto; Boeing, the second 
largest, had ties to 12 other nondefense corporations, including two with Abbott 
Laboratories. Similarly, Northrop Grumman, No. 5 on the list for 2011, had ties 
to 12 nondefense companies, including a double interlock with Deere. In addition, 
Lockheed Martin had one director who was on the Business Council, Boeing had 
two on the Business Council and one on the Business Roundtable, and Northrop 
had one director who was a member of both the Business Council and the Busi-
ness Roundtable. More generally, the 21 defense companies large enough to be in 
the  Fortune  500 were completely integrated into the corporate network discussed 
in the previous section, as seen by the fact that a network based strictly on the 
directors of those 21 companies drew in 119 other companies and fi ve of the six 
general business groups, with the Business Roundtable and the Business Council 
once again at the center (Staples 2013). 

 Th ird, the idea of a separate military-industrial complex is contradicted by 
the fact that the defense budget rises and falls as a percentage of the overall eco-
nomic output (the “gross domestic product,” or GDP) in relation to foreign policy 
crises and military threats. Th is pattern does not fi t with the idea that defense 
contractors and their Pentagon allies have the power to allocate themselves all the 
money they would like to have, which would lead to a steady or rising share of the 
GDP. Budgetary decline as a percentage of economic output was signifi cant after 
World War II, the Korean War, and the Vietnam War (Goertzel 1985). Th e drop 
in defense spending in the decade after the end of the Cold War was substantial 
as well, although the defense budget continued to grow and to be a major part of 
the overall federal budget. 

 Based on these overall fi ndings, it seems likely that the corporate com-
munity is a military-industrial complex in and of itself, in addition to being 
the producer of most of the goods and services purchased by American con-
sumers. For example, Boeing, the second-largest defense contractor in 2011, 
received 55 percent of its revenues from civilian sales, and Honeywell, No. 10 
in defense contracts in that same year, which makes everything from air clean-
ers to car products and has divisions that deal with oil, gas, healthcare, and fi re 
protection, received 85 percent of its revenues from civilian sales. Only No. 1, 
Lockheed Martin, with 5 percent civilian revenues and No. 4, Raytheon, with 
7 percent civilian revenues were overwhelmingly dependent on military con-
tracts (Defense News 2012). 
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     THE DIRECTOR NETWORK AS A LEADERSHIP GROUP 

  Th e interlocks within the corporate community were created by the 18.7 percent 
of the directors of the  Fortune  500 companies in 2010 that were members of 
two or more boards of directors, a percentage that is very similar to what it has 
been since the early nineteenth century with corporate networks of varying sizes 
(Bunting 1983; Roy 1983). Based on past studies, the directors who sit on two or 
more boards do not diff er demographically from other directors, but they do tend 
to be on more nonprofi t boards and are appointed more frequently to govern-
ment positions (Dreiling and Darves 2011, pp. 1542–1543; Useem 1979). Th ey are 
therefore the core of the corporate leadership for the  Fortune  500 and the privately 
owned corporations and fi nancial companies to which the  Fortune  500 are con-
nected, but it is the 5,044 directors in the full database of  Fortune  500 fi rms and 
the six major business groups that are the general leadership group. 

 Who are the several thousand directors on  Fortune  500 boards that were 
at the heart of the corporate community in 2010? Most were business execu-
tives, commercial bankers, investment bankers, and corporate lawyers, but there 
was also a signifi cant minority of university administrators, foundation presidents, 
former elected offi  cials, and representatives of ethnic and racial minorities. Th ey 
were 85 percent men, 87 percent white, 6.7 percent African American, 3.1 percent 
Latinos, and 2.4 percent Asian American (Zweigenhaft 2013). 

 Compared to three or four decades earlier, there is greater diversity in the 
corporate community in terms of the number of women and people of color, which 
refl ects a response to the social movements that emerged in the 1960s. Th ere is irony 
in this diversity, however, because the social class and educational backgrounds of 
the women and people of color on corporate boards tend to be similar to those of 
their white male counterparts, and much less similar to the backgrounds of those 
who worked in the movements for greater inclusion. Th ey also share the Christian 
religion and Republican politics of most of the white males. In the case of African 
American and Latino corporate directors, they tend to have lighter skin color than 
leaders within their own communities (Zweigenhaft and Domhoff  2006). Based 
on this and other information, there is reason to believe that white male directors 
select new women and minority directors that are the most similar to them in 
class, education, and skin color. Th ere is also evidence that women and minority 
directors usually share the same perspectives on business and government as the 
other directors. In a further irony, their presence in highly visible positions shifts 
the focus of the previously excluded groups from collective action, as in social 
movements, to a focus on individual advancement (Pettigrew 2008; Wright and 
Lubensky 2009; Zweigenhaft and Domhoff  2011, pp. 139–141). 

 Th e extensive corporate network created by interlocking directors 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, 
which is reinforced by the business associations and in settings that are discussed 
in Chapters 3 and 4. Th e understanding gained by studying interlocking directors 
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and the corporate network is therefore a useful starting point in understanding 
corporate power. But it is no substitute for showing how policy views are formed 
and how government is infl uenced on specifi c issues about which there is confl ict 
with the liberal-labor alliance. 

    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 prac-
tice as partners in large fi rms that have hundreds of partners and even more 
“associates”—that is, recent law school graduates who work for a salary and aspire 
to an eventual partnership. Partners routinely earn several hundred thousand dol-
lars each year and top partners make several million, but as corporations began to 
hire more and more of their own lawyers in the early 2000s, many independent 
corporate law fi rms had to tighten their belts and make other adjustments that 
might trim back their large annual salaries and bonuses (Sorkin 2012). 

 Corporate law fi rms grew in size and importance in tandem with the large 
corporations that developed in the second half of the nineteenth century. Th eir 
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 (Parker-Gwin and 
Roy 1996). During the course of the twentieth century, corporate lawyers made 
Delaware into a tax and regulatory haven that allows for greater corporate secrecy, 
has corporate-friendly courts, and makes it easier for a minority of stockholders 
to maintain control of the corporation, which frees those stockholders to invest 
a larger portion of their wealth in other ventures. Government offi  cials in other 
states estimate that it cost them an estimated $9.5 billion in tax revenues between 
2002 and 2012 because corporations that do a large amount of business in their 
states have their offi  cial headquarters in Delaware. Liberal critics claim that cor-
porations would have to behave very diff erently and would have far less power if 
nationwide corporations had to have federal charters with high standards built 
into them, but liberal senators have been powerless to bring about any changes 
(Nader, Green, and Seligman 1976; Wayne 2012). By 2012, 285,000 companies, 
including 60 percent of the  Fortune  500, claimed Delaware as their home state 
(Dyreng, Lindsey, and Th ornock 2011). 

 By the early twentieth century, corporate lawyers prepared briefs for key 
legal cases, but rarely appeared in court. Th ey advised corporations on how widely 
or narrowly to interpret requests for information when facing lawsuits over the 
dangers of their products. Th ey became central to mergers and acquisitions by cor-
porate executives. Th ey also served 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 returned to their private 
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practices with new knowledge and contacts that made them even more valuable 
to their corporate clients. Th ey often sit on corporate boards, and some of them 
become the heads of corporations at later points in their careers. Th us, many cor-
porate lawyers are part of the corporate leadership group discussed in the previous 
section. 

 Despite these close ties with corporations, some social scientists have 
argued that corporate lawyers are “professionals” with a code of ethics and public-
regarding values that set them apart from the corporate community. However, a 
detailed analysis of four large corporate law fi rms in Chicago provides convincing 
evidence that these lawyers are an integral part of the corporate community. Th ey 
have a strong loyalty to their clients, not to their profession or code of ethics. Th e 
sociologist who did this study reports that “lawyers in large fi rms adhere to an 
ideology of autonomy, both in their perception of the role of legal institutions in 
society and the role of lawyers vis-à-vis clients, but that this ideology has little 
bearing in practice.” Instead, when it comes to “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.” He concludes, contrary to the claims made by the corporate 
lawyers for their intermediary role, that the “dominance of client interests in the 
practical activities of lawyers contradicts the view that large-fi rm lawyers serve a 
mediating function in the legal system” (Nelson 1988, p. 232). 

 Although closely tied to their clients and in that sense not independently 
powerful, corporate lawyers are nonetheless important in shaping law schools, 
the American Bar Association, courts, and political institutions. Th e same author 
quoted above concludes that corporate lawyers “maintain and make legitimate 
the current system for the allocation of rights and benefi ts,” and that they do so 
for the benefi t of their clients: “Th e infl uence of these organizations in the legal 
system derives from and can only serve the interests of corporate clients” (Nelson 
1988, pp. 264, 269). 

 Th e socialization that creates the business-oriented mentality shared by 
corporate lawyers has been studied in great detail at Harvard Law School, the 
law school that trained both President Obama and his wife, Michelle Robinson 
Obama. Based on interviews and classroom observations, the sociological inves-
tigator reported 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 grueling socialization process (Granfi eld 
1992). As a key part of this socialization, students are taught there is no such 
thing as right or wrong, only diff ering shades of gray. Summer internships provide 
the students with a taste of the corporate world. Th ey come to feel they must be 
special to be attending a high-status law school and to be sought after by powerful 
law fi rms that off er starting salaries of $100,000 a year or more. Th us, 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 fi rms. Mrs. Obama was one of 
those young corporate lawyers for a year or two after she graduated, working for 
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the most prestigious fi rm in Chicago. She found the work tedious and left for 
a career in government and university employment, but not before she met her 
future husband when he did a summer internship at the fi rm and she was his 
mentor (Mendell 2007). 

 As the careers of Michelle Robinson Obama and Barack Obama show, not 
all young lawyers from high-status law schools follow the corporate path, and 
those from lower-status schools are less likely to do so. Some become trial lawyers, 
who represent aggrieved or injured individuals or groups in cases against corpora-
tions. Th ey are often viewed as the major enemies of corporate lawyers, leading 
Republicans in elected offi  ce to propose various changes in the law that end up 
putting limits on liability. In response to this counterattack by the corporate com-
munity, many trial lawyers have become major donors to the Democratic Party. 
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 eff ect 
joining the liberal-labor alliance 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. Although 
lawyers share some qualities that make them useful mediators and politicians, as 
discussed further at the end of Chapter 6, it is important to ascertain what kind of 
law a person practices for purposes of power studies, and to realize that corporate 
lawyers are the hired guns of the corporate community. 

    FROM SMALL FARMS TO AGRIFOOD BUSINESSES 

  In the second half of the nineteenth century, when the large farm vote was a criti-
cal one in state and national elections, farmers often provided major opposition 
to the rising national corporations. Many angry farmers were part of an anticor-
porate populist and labor alliance that started the Greenback-Labor Party in the 
early 1870s and the Populist Party in the 1880s to challenge both Democrats and 
Republicans. Several of the reforms advocated by the Populist Party—such as a 
government commission to set railroad rates, the direct election of senators, and 
the federal income tax—were eventually adopted. 

 But the day of farmers as challengers to the corporate community ended well 
over 100 years ago, when the populists were defeated at the turn of the twentieth 
century by a coalition of prosperous farmers and local business leaders. As the 
number of farms declined dramatically between 1900 and 2010 from 6.5 million 
to 2.2 million, and the average size of farms tripled to 450 acres, the remaining 
farm owners became an interest group rather than a large popular movement. 
Moreover, the large-scale family farmers of the Midwest and Great Plains increas-
ingly joined with the plantation owners of the South and the ranchers and growers 
of California as employers of wage labor between the 1930s and 1960s, especially 
part-time migrant labor, and came to identify themselves as business owners. 
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Th e periodic attempts since the 1930s by farmworkers to organize labor unions, 
often aided and encouraged by liberals and leftists, intensifi ed most farm owners’ 
sense of opposition to the liberal-labor alliance and drew them closer to the ultra-
conservatives in the corporate community. 

 Although nearly 98 percent of the 2.2 million farms in existence in 2010 
were still family owned, with cooperatives and a tiny number of corporate-owned 
farms accounting for the rest, the overwhelming majority of them were extremely 
small. Roughly 60 percent of farms had less than $10,000 a year in sales, and 
66 percent had less than $40,000 in sales. Over 90 percent of their owners’ yearly 
income came from nonfarm sources, mainly jobs in low-wage manufacturing and 
service fi rms, many of which relocated to rural areas to escape from unions. At the 
high end of the farm ladder, just 4,943 farms, with $5 million or more in sales, 
had 20 percent of all farm sales in 2010, and another 31,600 farms, with sales of 
$1 million to $4.9 million, accounted for another 31.6 percent, which means that 
just 50,000 farms, a little over 2 percent of all farms, produced 51.6 percent of sales. 
More broadly, the 197,000 farms with sales of $250,000 or more, 10.2 percent of 
all farms, accounted for 83.4 percent of farm sales (Hoppe 2012). 

 Federal subsidy payments of various kinds, which originated in the Agri-
cultural Adjustment Act of 1933, further increased the importance of large farms. 
Although only 38 percent of all farms receive subsidies, just 10 percent of that 
minority of farms received 75 percent of the $277.3 billion in benefi ts sent out 
between 1995 and 2011, according to an ongoing database built by the Environ-
mental Working Group after forcing the government to divulge this informa-
tion through a successful Freedom of Information Act request (Environmental 
Working Group 2012; Sciammacco 2011; Williams-Derry 2001). 

 Many farms are part of large “agrifood” systems, a term used by rural soci-
ologists to encompass everything from farms to large supermarket chains. On 
the production side of the corporate-controlled supply chains,  Fortune  500 fi rms 
such as Monsanto, DuPont, Deere, and Navistar International sell farmers seeds, 
chemical fertilizers, and farming equipment. Once farmers produce the commodi-
ties, another set of large corporations takes over. Nearly 40 percent of farms, most 
of them with sales of at least $100,000 a year, have either production or marketing 
contracts with corporations, with great variation from commodity to commodity. 
For example, 90 percent of sugar beet and poultry production is done on a con-
tract basis, but marketing contracts for corn, soybeans, and wheat cover only 23 to 
26 percent of sales (MacDonald and Korb 2011). Contract or no contract, three 
corporations control 87 percent of corn milling, four control 85 percent of soybean 
processing, four control 82 percent of beef slaughtering, and four control 63 percent 
of pork slaughter, and there are similar patterns for other meats and grains, as well 
as in feedlots for cattle. Cargill, discussed earlier in the chapter as the largest 
privately owned company in the country, is one of the top four in three of the 
four specifi c agricultural sectors mentioned in the previous sentence, and Tyson 
Foods and JBS, a Brazilian company, are in the top four in two of the four ( James, 
Hendrickson, and Howard 2013, Table 1; Lobao 2013; Lobao and Meyer 2001).
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When the time comes to sell food to everyday customers, 10 supermarket chains 
have 53 percent of all grocery sales (Food & Water Watch 2012, p. 4). 

 Th e relatively small numbers of farmers with over $250,000 in yearly sales 
are organized into a wide variety of “commodity groups,” which are made up of 
those farmers who produce a particular crop, such as the American Soybean Asso-
ciation and the National Corn Growers Association. Th ere are also two or three 
general farm groups, the most important of which is the American Farm Bureau 
Federation, which calls itself the “voice of agriculture.” Th e Farm Bureau, as it is 
known, claims to have six million members, although most of them are people 
who purchase insurance through one of the several insurance companies owned 
by the Farm Bureau. Th e Farm Bureau spent $6 million on lobbying Congress 
in 2011 and contributed $16 million to congressional candidates between 2001 
and 2011 (Shearn 2012). It is usually aligned with the National Association of 
Manufacturers, the Chamber of Commerce, and business trade associations in 
the political arena. However, there is one farm organization, the National Farmers 
Union, with its origins and base in the wheat farmers in the Midwest and Great 
Plains, that usually sides with the liberal-labor alliance on several key issues. 

 Th e National Farmers Union aside, most highly visible farm organizations, 
such as the Farm Foundation, the National Farm-City Council, and the Center 
for Food Integrity, have numerous company interlocks with the corporations that 
sell seeds, fertilizers, and farm equipment, or purchase the commodities produced 
by farmers. In 2011, for example, the 17-person board of the Center for Food 
Integrity included offi  cers from Monsanto, Tyson Foods, Novus International 
(an animal health and nutrition company), and Rabobank (a Netherlands-based 
fi nancial services company for farmers and agribusinesses), as well as representa-
tives of the trade associations for restaurants and dairy farmers, several farmers, 
two deans of agricultural schools, and the president of the Farm Bureau. Several 
of the insurance companies owned by the Farm Bureau have large blocks of stock 
in the corporations in the agrifood complex (Shearn 2012). 

 As this brief overview shows, farmers are not a counterweight to the cor-
porate community. Th ey 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, 
a signifi cant percentage of the large-scale farmers have production or marketing 
contracts with the handful of giant corporations that control many facets of food 
production. In addition, the farmers who produce the great bulk of the cash crops 
are integrated into the corporate community through serving with executives from 
large corporations on the boards of directors of organizations in the farm network. 

    SMALL BUSINESS: NOT A COUNTERWEIGHT 

  Corporate public relations offi  cers and leaders in the U.S. Chamber of Commerce 
frequently claim that small businesses, traditionally defi ned as businesses with less 
than 500 employees, are a signifi cant counterweight to the corporate community 
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because there are approximately 22 million such businesses in the United States, 
compared to only 14,000 companies with 500 or more employees. Th ey make 
about half of all sales and employ half of the private labor force. 

 Small businesses also have an important place in the American belief sys-
tem because they are thought to embody the independence and initiative of all 
Americans. Th eir advocates claim that they create the majority of new jobs, but 
they leave out that small businesses, which have a high rate of failure, also are 
responsible for the most job losses and fare no better than big businesses in terms 
of net jobs gained. Further, they tend to pay lower wages and are less likely to off er 
health care and pension benefi ts. 

 Moreover, the owners of small businesses are too large in number, too diverse 
in size, too lacking in fi nancial assets, and too divided in their political opinions to 
have any collective power that could challenge the corporate community. About 
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 eff orts. Others exist 
in immigrant ethnic enclaves and have few contacts with business owner outside 
their community. As a result of these problems, small-business owner have not 
formed their own associations to lobby for them. 

 Nonetheless, there is one organization, the National Federation of Indepen-
dent Business (NFIB), which claims to represent the small-business viewpoint. 
Created in 1943 by a former Chamber of Commerce employee as a way to make 
profi ts on dues and at the same time have a basis for lobbying for his conservative 
policy preferences, it became a nonprofi t organization in the 1970s and has been 
controlled by a small board of directors made up of wealthy business owners ever 
since. Th e NFIB pays its top offi  cers several hundred thousand dollars a year to 
manage 700 employees and a $170 million budget. In 2012 its president, a former 
lobbyist for the steel industry, who was employed by the Reagan administration 
before joining the organization in the early 1990s, earned $743,000. 

 Th e organization’s 14-member board includes several directors that fi t 
the image of a small-business, such as the owner of a generator repair service 
in Austin, Texas, with 10 to 20 employees; a member of the family that owns a 
printing and mailing company in Quincy, Illinois; an accountant in a small town 
in South Carolina that has her own fi rm; and a family-owned temporary staffi  ng 
fi rm with fi ve offi  ces in Seattle. However, the board also has a multimillionaire 
aspect to it, such as the chair of the NFIB board, who owns one of the largest 
independent offi  ce supply companies in the country and serves as the vice-chair 
of the board of Virginia Commerce Bank, which had 30 offi  ces in the Washington 
metropolitan area in 2011. 

 Another director of considerable wealth is the chief fi nancial offi  cer of her 
family’s inherited plastering and drywall company, which works with the devel-
opers of commercial buildings in the Washington area; another works with her 
physician brother and her husband, a successful investor, to run one of the largest 
chains of independent cancer treatment centers in California; and still another had 
$17 million from venture capitalists to found a company that sells data-storage 
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equipment to medium-sized businesses. Finally, the president of his family-owned 
and managed food business had 1,500 employees and $250 million in sales in 
2011, making it one of nearly 18,000 “small businesses” with 500 or more employ-
ees, which account for over half of the employees in all the companies that claim 
to be small businesses (Small Business Administration 2006, Table 7). 

 Th e NFIB had 350,000 members in 2011, less than 2 percent of all small busi-
nesses. New members are recruited by traveling sales representatives, who receive a 
commission for each new member they sign up, but the organization has not been 
able to grow because there is a 20 percent turnover in membership each year. Th e 
NFIB conducts periodic surveys of its members to determine their policy prefer-
ences on key issues, but only 20 percent of the surveys are returned each time. Th e 
results are then put forth as representative of small business, even though they are 
usually far more conservative than what is known to be the case from general sur-
veys of small-business owners, who often share the political views of their commu-
nity or ethnic group (Hamilton 1975, Chapter 7; Kazee, Lipsky, and Martin 2008). 
In a survey in 2008 of small-business owners with 100 or fewer employees, approx-
imately one-third said they were Republicans, one-third said they were Democrats, 
and 29 percent said they had no party affi  liation, but over 90 percent of the NFIB’s 
campaign donations went to Republicans between 1989 and 2010, even though the 
organization claims to be nonpartisan (Mandelbaum 2009). 

 In reality, then, the NFIB is a very potent ultraconservative lobbying orga-
nization, which draws most of its leadership and staff  from the Republican Party 
and works closely with other ultraconservative organizations in fi nancing conser-
vative Republican candidates at the state and congressional levels (CMD 2012b; 
Olson 2006; Shaiko and Wallace 1999). Drawing in good part on large donations 
from a secretive Republican political action committee (PAC) called American 
Crossroads GPS, funded by anonymous donations, the NFIB gave over 98 percent 
of its campaign contributions to Republicans in 2011–2012 (CMD 2012b). 

 Contrary to the image projected by the NFIB, the small businesses that go 
beyond the part-time and one-person levels are most often part of trade asso-
ciations that receive most of their funding and direction from large corporations. 
Th ey are also part of the two largest general business organizations in the country, 
the U.S. Chamber of Commerce, which claims over 180,000 companies and 2,800 
state and local chambers as members, and the National Association of Manufac-
turers, which claims 12,500 companies and their subsidiaries as members. Th ese 
are fi gures that go well beyond the several hundred companies in the corporate 
community and the 18,000 companies with 500 or more employees. 

 Moreover, many small businesses are part of economic networks that have 
large corporations at the center. Th e most visible and long-standing examples of 
small businesses that are part of large corporations are the 747,000 franchise busi-
nesses that sell products and services to the general public—convenience stores, 
fast-food outlets, mall shops, automobile repair shops, and many more (IFA 2012). 
As for the small manufacturing companies that are sometimes claimed to be major 
sources of innovation and new jobs, they are often dependent upon their sales of 
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parts and services to large corporations, making them unlikely counterweights 
to the corporate community. Th e fact that many of these fi rms start with 100 or 
more employees suggests the importance of subcontracts from bigger businesses 
for their existence and survival; in reality, they are often spin-off s from large cor-
porations attempting to shed unionized workers or obtain a tax break. 

 Not all small manufacturing fi rms are directly tied to large corporations, 
however. Many are part of what one author calls “the minor industrial revolution” 
that brought small fi rms into southern states in search of low-wage, nonunionized 
labor (Browne, Skees, Swanson, Th ompson, and Unnevehr 1992, p. 24). Still 
others owe their origins to discoveries and patents that were developed in large 
universities, especially in the electronics and biotechnology industries. 

 When all is said and done, then, there is no “small business community” 
in the United States to provide any opposition to the corporate community. Th e 
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; and (3) as suppliers and service pro-
viders for big corporations. Th ese ties place severe market and political constraints 
on most small businesses in relation to the large corporations. Small business is 
too fragmented to be a counterweight to the several thousand businesses that 
control a little over 50 percent of total business assets. 

    LOCAL BUSINESSES FORM GROWTH COALITIONS 

  Th e most important small businesses in the United States are organized into local 
 growth coalitions . Members of this coalition share a common interest in intensify-
ing land use in their geographical locale, starting with landowners, developers, 
and building contractors. Executives from local banks, gas and electric companies, 
and department stores are part of the growth coalitions as well because they have 
a strong stake in the growth of the local community. Th ese land-based businesses 
are not directly involved in the main topic of this book, power at the national 
level, except in their quest for subsidies through the special-interest process and 
their support for the spending coalition in Congress on issues concerning urban 
infrastructure. However, it is useful to consider them briefl y in order to under-
stand the complexities of the ownership class and to see the political openings 
that are created for progressive activists by the occasional confl icts between the 
corporate community and the growth coalitions, especially on environmental 
issues. Th ey are also of interest because they are the primary supporters of candi-
dates for local and state offi  ces, and for the House of Representatives as well in 
large urban areas. 

 In economic terms, the  place entrepreneurs  at the heart of local growth 
coalitions are trying to maximize  rents  from land and buildings, which is a little 
diff erent from the goal of the corporate community, namely, maximizing profi ts 
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from the sale of goods and services. To emphasize this diff erence, the concept of 
rents includes purchases of land and buildings as well as payments that tenants 
or homebuyers make to landlords, realtors, mortgage lenders, and title companies 
(Logan and Molotch 2007). More generally, local growth coalitions and the cor-
porate community are diff erent  segments  of the ownership class, meaning that as 
owners of property 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 
nonowners. Th e main basis for their cooperation in the past was the fact that the 
best way for a local growth coalition to intensify land use was to attract corporate 
investments to its area. Th e place entrepreneurs were therefore very much attuned 
to the needs of corporations, working hard to provide them with the physical 
infrastructure, municipal services, labor markets, and political climate they fi nd 
attractive. Th e growth caused by corporate investments, along with investments 
by universities and government agencies, lead to housing development, increased 
fi nancial activity, and increased consumer spending, all of which make land and 
buildings even more valuable. 

 Still, the relationship between the growth coalitions and the corporate com-
munity is not without its confl icts. Th is is fi rst of all because corporations have 
the ability to move if they think that regulations are becoming too stringent or 
taxes and wages too high. Th e departure of major corporations, which became an 
increasingly frequent occurrence beginning in the 1970s, has a devastating impact 
on growth coalitions. Moreover, this ability to move contributes to the constant 
competition among rival cities for new capital investments, thereby creating ten-
sions among growth coalitions as well as between individual growth coalitions and 
the corporate community. Th e net result is often a “race to the bottom” as cities 
off er tax breaks, less environmental regulation, and other benefi ts 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 production facilities. A union-
free environment and low-cost raw materials are the major factors (Bluestone and 
Harrison 1982; Dreier, Mollenkopf, and Swanstrom 2004). 

 Th e longest confl ict between the corporate community and local growth 
coalitions concerns the issue of clean air. From as early as the 1890s local growth 
coalitions in major cities like Chicago tried to force railroads and manufacturers 
to control the air pollution problems that developed due to steam engines and 
smokestacks, but their eff orts usually failed in the face of the corporate commu-
nity’s superior power. It was not until Pittsburgh and Los Angeles began to suff er 
serious blackouts and smog in the 1940s and 1950s that the growth coalitions 
were able to have some success in these battles, leading to statewide organizations 
and legislation in California that began to mitigate some of the worst conditions. 
Th ese confl icts between the corporate community and the growth coalitions are 
especially notable because they are one basis for the environmental movement that 
emerged in the 1960s, which capitalized on this disagreement within the owner-
ship class (Gonzalez 2005). Moreover, the concerns of urban landowners were 

dom26717_ch02_016-041.indd   37dom26717_ch02_016-041.indd   37 13/04/13   3:54 PM13/04/13   3:54 PM



38 THE CORPORATE COMMUNITY

soon shared by suburban homeowners, who saw DDT spraying, threats to the 
safety of drinking water, and smog as hazardous to their health, turning them into 
a strong base for the environmental movement by the second half of the 1960s 
(Sellers 2012). 

 Local growth coalitions face still another source of potential tension and 
confl ict aside from corporate departures and competition with the growth coali-
tions in other cities: disagreements with neighborhoods about expansion and 
development. Neighborhoods are something to be used and enjoyed in the eyes 
of those who live in them, but neighborhoods are often seen as sites for fur-
ther development by growth coalitions, which justify new developments with 
the doctrine of “the highest and best use for land.” Th us, neighborhoods often 
end up fi ghting against freeways, wider streets, high-rises, and commercial build-
ings. Th is confl ict becomes the axis of local politics when the downtown inter-
ests try to expand the central business district, often at the expense of nearby 
established low-income neighborhoods, or to build large freeways to encourage 
suburban dwellers to make use of the downtown area. Th is kind of expansionist, 
land-clearing strategy contributed greatly to inner-city tensions from the 1960s 
onward because African Americans, who were the most frequently displaced 
group, could not readily fi nd housing in white neighborhoods, forcing them into 
crowded tenements with high rents and few amenities. Th e expansion of elite 
private universities located in urban areas, starting with the University of Chicago 
and Yale University, continue to contribute to these tensions by buying up hous-
ing near their campuses and then taking the land off  the tax rolls (Domhoff  
2005b; Rossi and Dentler 1961). 

 Th e success rate of neighborhoods in confl icts with the growth coalitions is 
very low. Since the primary focus of residents is on their everyday lives, they usu-
ally do not persist in their protests and seldom join larger coalitions with other 
neighborhoods in the city. Th ere were, however, a few exceptions in the last three 
decades of the twentieth century, including Burlington in Vermont and Santa 
Monica in California, along with infl uential eff orts in Berkeley, Boston, Chicago, 
and San Francisco that generated some changes as well as major counterattacks 
by leaders of the growth coalitions (Clavel 2010; Domhoff  2005a). Perhaps the 
most long-lasting and successful eff ort occurred in Santa Cruz, California, where 
a coalition of neighborhood leaders, greatly aided by activists from rent control, 
women’s health, socialist-feminist, and environmental organizations, joined with 
the student voters on the University of California campus located in the city to 
stop every development proposed by the city’s tourist-oriented growth coalition 
after 1969. Th e Santa Cruz progressives then won control of city government 
from 1981 to 2010, instituting numerous small changes aimed at improving the 
quality of everyday life, while at the same time being blocked in their attempts 
at larger changes, such as selling home insurance to local homeowners, by pro-
growth coalition legislators at the state level (Gendron and Domhoff  2009). (For 
further information on Santa Cruz and other cities in which neighborhood-based 
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coalitions had an impact between 1960 and 2010, see the documents “Power at 
the Local Level: Growth Coalition Th eory” and “Santa Cruz: Th e Leftmost City” 
on  whorulesamerica.net .) 

    STRUCTURAL POWER AND ITS LIMITS 

  What does all this mean in terms of corporate power? First, the major national-
level businesses in the United States are closely interconnected in enough ways 
to be called a corporate community. Despite the constant competition and deal-
making among them, which can lead to intense and long-lasting disagreements 
and personal animosities, the corporate community is able to maintain cohesion on 
its common interests through the main organizations that bring it together—the 
National Association of Manufacturers, the Conference Board, the U.S. Chamber of 
Commerce, the Business Council, the Committee for Economic Development, and 
the Business Roundtable. Second, none of the other economic interests discussed in 
this chapter—small farmers, small businesses, and local growth coalitions—provide 
the organizational base for any signifi cant opposition to the corporate community 
at the national level. Th ird, the directors of the companies in the corporate com-
munity, through their numerous interactions at board meetings and in business 
associations, provide the basis for a cohesive corporate leadership group to emerge. 

 Corporate leaders exercise a considerable amount of direct power through 
the way in which they carry out their business operations. For example, they can 
invest their money when and where they choose. If they feel threatened by new 
laws or labor unions, they can move or close their factories and offi  ces. Unless 
restrained by union contracts, they can hire, promote, and replace workers as they 
see fi t, often laying off  thousands of employees on a moment’s notice. Th ese eco-
nomic powers give them a direct infl uence over the vast majority of Americans, 
who are dependent upon wages and salaries for their incomes and therefore hesi-
tant to challenge corporations directly. Economic power also gives the corporate 
community indirect infl uence over elected and appointed offi  cials because the 
growth and stability of a city, county, or state can be jeopardized by a lack of pri-
vate investment and job creation. 

 In short, the sheer economic power of the corporate community often can 
infl uence government without any eff ort on the part of corporate leaders. Because 
business owner have the legal right to spend their money when and as they wish, 
and government offi  cials are hesitant to take over the function of investing funds 
to create jobs, unless it is a time of extreme economic crisis, the government gener-
ally has to cater to business. If government offi  cials do not give corporate leaders 
what they want, there might be economic diffi  culties that would lead people to 
desire new political leadership. Since most government offi  cials do not want to 
lose their positions, they do what they think is necessary to satisfy business leaders 
and maintain a healthy economy (Lindblom 1977). 
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 Corporate control over the investment function, in conjunction with the 
right to close factories and lay off  workers, provides leaders within the corporate 
community with a  structural power , derived from the way in which the economy 
normally functions, that is independent of any attempts by them to infl uence gov-
ernment offi  cials directly. While such power is very great, it is not suffi  cient in 
and of itself to allow the corporate rich to dominate government, especially in 
times of economic or political crisis. First, it does not preclude the possibility that 
government offi  cials might turn to nonbusiness constituencies to support new 
economic arrangements. For example, there is no necessary relationship between 
private ownership and markets. Improbable though it may seem to most readers, 
it is possible for governments to create fi rms to compete in the market system and 
thereby revive a depressed economy by giving them money to invest, or to hire 
unemployed workers in order to increase their ability to spend. In fact, the liberal-
labor alliance mounted a legislative eff ort of roughly this sort shortly after World 
War II, only to be defeated by the conservative coalition in Congress (Bailey 1950; 
Domhoff  1990, Chapter 7). 

 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, the corporate leaders need government to protect 
their factories and equipment. Th ey have to be able to call on the government 
to keep unauthorized persons from entering their plants or to eject workers who 
refuse to vacate the premises. Just such a situation developed seemingly out of the 
blue in Chicago in December 2008, when workers refused to leave the Republic 
Windows and Doors factory (which had been shut down without any notice so 
it could be moved to a low-wage location in another state) until they were given 
the severance and vacation pay the company owed them. Th ey also decided not to 
allow the company to remove the windows they had built over the previous weeks 
because keeping possession of the windows gave them a bargaining chip. 

 City offi  cials in Chicago expressed sympathy for the workers, as did 
President-elect Obama. Th e city’s mayor, Richard M. Daley, did not order the 
police to force the workers to vacate the premises. Th e Bank of America, which 
had just received a $25 billion bailout from the federal government to stave off  
potential bankruptcy, refused to loan the company the money to make the fi nal 
payments to the fi red employees, but it quickly changed its mind as an outcry 
developed (Luo and Cullotta 2008). It also turned out that JPMorgan Chase, by 
then the largest bank in the country, owned 40 percent of the company and agreed 
to help provide the money owed to the former employees. JPMorgan Chase’s chair-
man for the Midwest region, William M. Daley, the brother of Chicago’s mayor 
and an early backer of President Obama, encouraged a settlement that would end 
the highly publicized sit-down strike. (Th ree years later, William M. Daley served 
as President Obama’s White House chief of staff  for a year.) 

 As the sit-down at Republic Windows and Doors clearly demonstrates, 
structural power primarily concerns the relationship between the corporate com-
munity and government offi  cials. It is not able to contain a volatile power confl ict 
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between owners and workers, which means that powerful banks and their well-
connected executives, such as William M. Daley in this case, have to work out 
a peaceful settlement if a local government is not willing to employ repressive 
measures to end a strike. Nor do such confrontations always remain nonviolent in 
the United States, starting with a strike in 1877 by angry railroad workers in the 
face of a sudden and unannounced wage cut. Th e clash that soon followed left over 
100 people dead, mostly at the hands of 3,000 federal troops that moved from city 
to city via train trying to quell the disturbances. Twenty people died in Pittsburgh 
alone, where angry mobs retaliated against the government’s use of violence on 
them by looting and burning 39 buildings, 104 locomotives, 46 passenger cars, and 
1,200 freight cars owned by the Pennsylvania Railroad (Stowell 1999). 

 Th e deaths and property destruction were not as extensive during the 
upheavals of the 1930s, but 15 strikers were killed in 1933 and 40 in 1934, 
and there were 477 sit-down strikes in 1937 in demand of union recognition 
(Fine 1969; Piven 2006, p. 88). Signifi cantly, many of those sit-down strikes were 
carried out by the United Electrical, Radio, and Machine Workers, the same union 
that decades later represented the workers at Republic Windows and Doors in 
Chicago, which shows that traditions and organizational memories from the tur-
bulent 1930s still endure as part of working-class culture. 

 As these examples make clear, there is uncertainty in the relationship 
between the corporate community and government because there is no guarantee 
that the underlying population or government offi  cials will accept the viewpoint 
of corporate owners under all economic circumstances. It is risky for corporate 
offi  cials to refuse to invest in an attempt to bend government to its will, or to 
remain passive in the face of an economic depression. Corporate leaders know 
from past history and from sudden actions such as the one by workers at Republic 
Windows and Doors that they have to do one of three things. Th ey have to decide 
if they want to bargain directly with disgruntled employees, encourage the govern-
ment to make reforms, or call for the use of the police to put down unrest. Th at 
is, they have a choice between peaceful compromises and repression. Th ey there-
fore believe that they need ways to have an infl uence on both public opinion and 
government offi  cials, and they have developed a number of organizations in an 
eff ort to realize those objectives. As a top corporate leader replied to a sociologist 
who suggested to him during a research interview that his company probably had 
enough structural power to dispense with its eff orts to infl uence elected offi  cials: 
“I’m not sure, but I’m not willing to fi nd out” (Clawson, Neustadtl, and Scott 1992, 
p. 121). 

 To fully explain how the owners and top-level managers are able to organize 
themselves in an eff ort to create new policies, shape public opinion, elect politi-
cians they trust, and infl uence government offi  cials, it is fi rst necessary to examine 
the relationship between the corporate community and the social upper class.    
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  Th is chapter demonstrates that the corporate community and the upper class are 
closely intertwined. Th ey 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 belief that there has been a separation between corporate ownership and 
control in the United States. According to this view, there is on the one side a 
wealthy but powerless upper class that is more or less window dressing, consist-
ing 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 corpora-
tions. Due to this division between high-society owners and well-trained inde-
pendent managers, the argument continues, there is no longer a dominant social 
class whose general interest in profi ts 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 presented in the fi nal third of this chap-
ter shows that (1) members of the upper class own a large share of the privately 
held corporate stock; (2) many superwealthy stockholding families in the upper 
class continue to be involved in the direction of major corporations through fam-
ily offi  ces, various types of investment partnerships, and holding companies; and 
(3) the professional managers of middle-level origins are assimilated into the 
upper class both socially and economically, and share the values of upper-class 
owners. 

 Evidence for the overlap of the corporate community and the upper class 
is important for a second reason in building the case for a class-dominance 
perspective: Research in social psychology shows that the most socially cohesive 

 3
Th e Corporate Community 
and the Upper Class 
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groups are the ones that do best in arriving at consensus when dealing with a 
problem. Th e members are proud of their identifi cation with the group and come 
to trust one another through their friendly interactions, so they are more likely to 
listen to one another and seek common ground. As a classic study of the upper 
class in New York in the 1930s concluded: “Th e elaborate private life of the plu-
tocracy serves in considerable measure to separate them out in their own con-
sciousness as a superior, more refi ned element” (Almond 1998, p. 108). 

 Social cohesion develops through the two types of relationships found in 
a membership network: common membership in specifi c social institutions and 
friendships based on social interactions within those institutions. Research on 
small groups in laboratory settings suggests that social cohesion is greatest when 
(1) the social groups are seen to be exclusive and of high status and (2) the inter-
actions take place in relaxed and informal settings (Cartwright and Zander 1968; 
Hogg 1992). Th is chapter shows that many of the social institutions of the upper 
class provide settings and occasions that fi t these specifi cations 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, social 
clubs, retreats, resorts, and social gatherings. 

 Finally, the fact that the corporate community is closely linked to the upper 
class adds to a class-dominance analysis because their close ties make it possible 
to convert economic power into  status power . Status power 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—are 
in most ways superfl uous trivialities when it comes to the exercise of power, 
these activities nonetheless can play an inadvertent role in reinforcing the class 
structure. Th ey 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. Th ey 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 economics educa-
tion initiative, the Federal Reserve Board in Minneapolis specifi cally wrote that 
large income diff erentials in the United States have “possible external benefi ts” 
because they provide “incentives for those who are at low- to middle-income 
levels to work hard, attain more education, and advance to better-paying jobs” 
(Morris 2004). 

 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 into status power, cre-
ating a social psychology of justifi ed entitlement and demand for respect in mem-
bers of the upper class and a social psychology of envy and deference in those who 
are outside the charmed circle. However, the importance of status power must not 
be overstated. In times of social upheaval, respect and deference are often replaced 
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by angry outbursts and mass action, especially if the social upheaval is blamed on 
members of the upper class. 

  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 possible to discover a very 
large network of interrelated social institutions whose overlapping members are 
primarily wealthy families and high-level corporate leaders. Th ese institutions 
should provide patterned ways of organizing the lives of their members from 
infancy to old age and create a relatively unique style of life. In addition, they 
should provide settings 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 somewhat over the years, but the social 
institutions that underlie the upper class—the organizations, rules, and customary 
practices that pattern social order—must persist with only gradual change over 
several generations. 

 Four diff erent types of empirical studies carried out several decades ago 
established the existence of such an interrelated set of social institutions and social 
activities in the United States, to the point that few social scientists have felt 
the need to do further studies in recent years: historical case studies, quantitative 
studies of biographical directories, open-ended surveys of knowledgeable observ-
ers, and interview studies with members of the upper-middle and upper classes. 
Taken together, they suggest that the upper class includes somewhat less than 
1 percent of the population, but for purposes of this book the fi gure 1 percent 
will be used to keep mathematical analyses simple. Th ese studies not only demon-
strate the existence of an American upper class. Th ey 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 nonprofi t organizations. Social 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 fi rst major historical case study, the wealthy families of Philadelphia 
were traced over the period of 200 years, showing how they created their own 
neighborhoods, schools, clubs, and debutante balls. Th en their activities outside of 
that city were determined, which demonstrated that there are nationwide social 
institutions wherein wealthy people from all over the country interact with each 
other (Baltzell 1958). Th is study led to the discovery of an upper-class telephone 
directory called the  Social Register , published for 13 large cities from Boston to 
San Francisco between 1887 and 1975. Th e guide to the 13 city volumes, the 
 Social Register Locator , contained about 60,000 families, which made it a very valu-
able indicator of upper-class standing until many members of the upper class lost 
interest in it in the 1970s. Th is loss of interest reminds us that customs can change 
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in the upper class, just as they do in other classes, and that there is always a need 
for new studies. 

 Using information on private school attendance and club membership that 
appeared in 3,000 randomly selected  Who’s Who in America  biographies, along 
with listings in the  Social Register , another study provided a statistical analysis of 
the patterns of memberships and affi  liations among dozens of prep schools and 
clubs. Th e fi ndings from this study are very similar to those from the historical 
case study (Domhoff  1970, Chapter 1). Still another study asked journalists who 
cover upper-class social events to serve as informed observers by identifying the 
schools, clubs, and social directories that defi ned the highest level of society in 
their city. Th e replies from these well-placed informants revealed strong agree-
ment with the fi ndings from the historical and statistical studies (Domhoff  1970, 
Chapter 1). 

 A fourth and fi nal method of establishing the existence of upper-class insti-
tutions is based on intensive interviews with a cross-section of citizens. Th e most 
detailed study of this type was conducted in Kansas City. Th e 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 existence of exclusive neighborhoods in suggesting that there is a class 
of “blue bloods” or “big rich,” it is members of the upper-middle class and the 
upper class itself whose reports demonstrate that clubs and similar social institu-
tions, as well as neighborhoods, give the class an institutional existence separate 
from most of the well-trained professionals and successful small-business owners 
who are part of the upper-middle class (Coleman, Rainwater, and McClelland 
1978). (Th e specifi c schools and clubs discovered by these and related investi-
gations are listed in the document on “How to Do Power Structure Research” 
on  whorulesamerica.net , but with the caveat that the list needs to be updated to 
include new schools and clubs if it is to refl ect current realities.) 

 Although the social indicators derived from these studies are a useful tool 
for research purposes, they are far from perfect for any specifi c individual. Th ey 
are subject to two diff erent kinds of errors that tend to cancel each other out with 
large samples.  False positives  are those people who qualify as members of the upper 
class according to the indicators, even though further investigation would show 
that they are not really members. Middle-class and scholarship students at private 
secondary schools are two examples of false positives. 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 stand-
ing because they do not choose to list their private school or their club affi  liations 
in biographical sources and shun social registries. 

 Private schools are especially underreported in publicly available bio-
graphical sources. Many prominent political fi gures do not list their private 
secondary schools in  Who’s Who in America,  for example, and future president 
George H. W. Bush, who held the offi  ce between 1989 and 1992, removed Phillips 
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Andover, the boarding school he attended, from the 1980–1981 edition when 
he became vice president in the Reagan administration. More generally, studies 
comparing private school alumni lists with  Who’s Who  listings suggest that 40 to 
50 percent of corporate offi  cers and directors did not list their graduation from 
high-prestige private schools in the 1960s and 1970s. Membership in social clubs 
may also go unreported. In a study of the 326 members of the Bohemian Club in 
San Francisco who were listed in  Who’s Who in America , 29 percent did not include 
this affi  liation, including presidents Reagan and George H. W. Bush (Domhoff  
1983, p. 48). Based on a study of club listings by corporate leaders between the 
early 1960s and 1996, which showed a considerable decline in the number of clubs 
mentioned, it is very likely that the percentage who do not mention their social 
clubs is even higher today (Barnes and Sweezea 2006). 

 Th e factors leading to false positives and false negatives raise interesting 
sociological questions, some of which are given tentative answers in this chapter. 
Why are scholarship students sought by some private schools, and are such stu-
dents likely to become part of the upper class? Why don’t some members of the 
upper class list private schools and clubs in biographical sources? Why are some 
middle-class people taken into upper-class clubs? Merely to ask these questions 
is to suggest the complex social and psychological reality that lies beneath this 
seemingly dry catalogue of upper-class indicators. More generally, the informa-
tion included or excluded in a social register or biographical directory is a  presen-

tation of self  that has been shown to be revealing concerning religious, ethnic, and 
class identifi cations (e.g., Zweigenhaft and Domhoff  1982, pp. 92–97). 

    PREPPING FOR POWER 

  From infancy through young adulthood, members of the upper class receive a dis-
tinctive education. Th is 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. Th e ado-
lescent 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 high-status suburb, or go to a state university if 
there is one of great esteem 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. Th is 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 (Cookson and Persell 1985; Khan 2010). 

 Th e 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 
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of the twentieth centuries, coincident with the rise of a nationwide upper class 
whose members desired to insulate themselves from inner cities that were becom-
ing populated by lower-class immigrants. Th ese schools become surrogate families 
that play a major role in creating a national upper-class subculture. Th e 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” (Ostrander 
1984, p. 85). 

 It is within these several hundred schools that a unique style of life is incul-
cated through such traditions as the initiatory hazing of beginning students, 
the wearing of school blazers or ties, and participation in esoteric sports such as 
lacrosse, squash, and crew. Even a diff erent language is adopted to distinguish 
these schools from public schools. Th e 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.” Th e role of the school 
in preparing the future leaders of America is emphasized through the speeches 
of the headmaster and the frequent mention of successful alumni. Th us, boarding 
schools are in many ways the kind of highly eff ective socializing agent called  total 

institutions , isolating their members from the outside world and providing them 
with a set of routines and traditions that encompass most of their waking hours. 
Th e end result is a feeling of separateness and superiority that comes from having 
survived a rigorous education. 

 Virtually all graduates of private secondary schools go on to college, and 
most do so at prestigious universities. Graduates of the New England board-
ing schools, for example, historically found themselves at three or four large Ivy 
League universities: Harvard, Yale, Princeton, 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 fi gure had 
bottomed out at 13 percent in 1973, 1975, and 1979 (Cookson and Persell 1985; 
Gordon 1969). 

 Since that time, private schools have more than held their own in sending 
their graduates to Harvard, Yale, and Princeton, as revealed by enterprising jour-
nalists, the fi rst of whom ferreted out the 100 high schools that sent the highest 
percentage of their students to one of those three Ivy League schools between 
1998 and 2001. She 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, includ-
ing such high-status boarding schools as Groton (17.9 percent), Milton Academy 
(15.8 percent), and Andover (15.7 percent). Th e diff erence from the past is that 
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more of the most successful schools are day schools and are located in New York 
City. For example, Brearley, a girls’ school in New York City, had a “Harvard/Yale/
Princeton” percentage of 20.9 and the Collegiate School for boys in the same 
city had a Harvard/Yale/Princeton percentage of 20.0 (Yaqub 2002). A second 
journalist used admissions to several Ivy League schools, MIT, and Stanford in 
addition to Harvard, Yale, and Princeton as her criteria for success. She found that 
20 private schools, most of them boarding schools whose histories stretch back 
over 100 years, along with day schools in Boston, Los Angeles, and New York, had 
an “Ivy/MIT/Stanford pipeline” percentage that ranged from 23 to 41 percent, 
with an average of about 33 percent (Laneri 2010). 

 Most private school graduates pursue careers in business, fi nance, or corpo-
rate law, which is further evidence for the close relationship between the upper 
class and the corporate community. Th eir business-oriented preoccupations are 
demonstrated in the greatest detail in a study of all those who graduated from 
Hotchkiss between 1940 and 1950. Using the school’s alumni fi les, the researcher 
followed the careers of 228 graduates from their date of graduation until 1970. 
Fifty-six percent of the sample were either bankers or business executives, with 
80 of the 91 businessmen serving as president, vice president, or partner in their 
fi rms. Another 10 percent of the sample were lawyers, mostly as partners in large 
fi rms closely affi  liated with the corporate community (Armstrong 1974). 

 Due to special recruitment programs, private schools have become a 
major educational launching pad for a small percentage of low-income African 
American and Latino students, who frequently go on to graduate from elite uni-
versities and work in the corporate world or one of the high-status professions. 
Th ey are ideal examples of the usefulness of “false positives” (graduates of an elite 
private school who are not members of the upper class) in understanding the 
American power structure, because they lead to the discovery that major founda-
tions and wealthy donors have established programs that provide opportunities 
that allow for a small amount of sponsored upward social mobility. Th e oldest 
of these programs, A Better Chance, founded in the 1960s in response to the 
upheavals of the civil rights movement, had graduated over 12,000 students by 
2011 and had 1,900 students—65 percent African American, 20 percent Latino, 
6 percent Asian American, 4 percent multiracial, and 4 percent “other”—enrolled 
in over 300 member schools. Th e Prep-to-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. By 2011, 92 percent of Prep-to-Prep’s 
1,828 students had graduated from “competitive” colleges and about 40 percent 
from Ivy League schools. Th e schools with the most graduates were Harvard 
with 171, Wesleyan with 168, Yale with 148, and Penn with 147 (Zweigenhaft 
and Domhoff  2011, pp. 123–127). 

 Deval Patrick, elected as the fi rst African American governor of Massachusetts 
in 2006 after a long career in corporate law and corporate management, is among 
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the most visible graduates of one of these programs. Raised by his mother in a 
low-income neighborhood in Chicago, he went to Milton Academy in Milton, 
Massachusetts, in 1970 as a scholarship student in the A Better Chance pro-
gram, and then graduated from Harvard and Harvard Law School. He worked 
for the NAACP’s Legal and Educational Defense Fund for three years and joined 
a prestigious corporate law fi rm in Boston. From 1994 to 1997 he served in the 
Clinton administration as the assistant attorney general in charge of the Civil 
Rights Division of the Department of Justice, then chaired a task force created to 
ensure fairness and equal opportunity for employees at Texaco after the settlement 
of a racial discrimination suit. From there it was an executive vice presidency at 
Coca-Cola from 2001 to 2004. He has served as a corporate director for United 
Airlines and Reebok. He was an early supporter of Barack Obama’s presidential 
campaign. 

 However, the most important false positive in terms of private school 
graduates is President Barack Obama himself, who attended Punahou School in 
Honolulu, one of the 10 wealthiest private schools in the country, from the fi fth 
through the 12th grades, even though he is not a member of the upper class. He 
was able to attend Punahou because his maternal grandfather, a furniture sales-
man, and his maternal grandmother, one of the fi rst female vice presidents in 
a large Honolulu bank, wanted him to have a good education. In addition, his 
grandfather’s employer, an alumnus of the school, urged the admissions offi  ce to 
accept him (Mendell 2007, p.36). As a result the future president spent eight 
years mingling with the children of wealthy business leaders and highly educated 
professionals (90 percent of the students were white) while receiving an excellent 
education in a setting very similar to prep schools elsewhere in the country. With 
its impressive theaters and buildings, situated on several acres of green fi elds sur-
rounded by a fence, largely out of the public view, Punahou is “so idyllic that it 
resembled a Hollywood set” according to the  Chicago Tribune  reporter who visited 
the school as part of his research on a biography he wrote of President Obama 
(Mendell 2007, p. 37). 

 In addition to an ideal college preparatory education from a school that 
stands for quality and class in the eyes of college admissions offi  cers, the future 
president developed valuable “connections” with individuals who possess wealth 
and other resources. Such connections are now called  social capital  by sociologists 
because wealthy friends and their parents can be helpful in many ways, such as 
putting in a good word with an employer, passing on useful information about 
investment opportunities, or even lending money for an investment. Perhaps even 
more important, President Obama acquired the style and tastes of the upper class, 
now called  cultural capital , because the right sensibilities can be useful in creating a 
sense of ease and familiarity when meeting members of the upper class (Bourdieu 
1986; Khan 2010). 

 In other words, President Obama’s status as a false positive on one upper-
class indicator provides useful information on why the son of a Kenyan father 
(whom he last saw at age 10, for a month, after an eight-year absence) and a white 
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mother (who worked in Indonesia as an anthropologist during his childhood and 
teen years) could think about a political career. Punahou provided him with the 
social and cultural capital to interact with members of the corporate community 
and social upper class in a relaxed and graceful way, and take the possibility of a 
business or professional career for granted. (In the fi rst year after he fi nished his 
undergraduate education at Columbia University he worked for Business Inter-
national Corporation in Manhattan, which published newsletters on the global 
economy and provided consulting services to American companies with interna-
tional operations [Mendell 2007, p. 62].) 

 Like many private school graduates who decide to pursue a career in politics, 
President Obama does not list his school in his biographical sketch in  Who’s Who 

in America . President John F. Kennedy never listed his graduation from Choate 
Rosemary in Connecticut, and every candidate for president in the fi rst 12 years 
of the twenty-fi rst century was a graduate of an elite prep school who did not 
mention that fact. George W. Bush, the Republican candidate in 2004 and 2008, 
graduated from Andover in Massachusetts. Former vice president Albert Gore, 
the Democratic candidate for president in 2000, graduated from St. Albans in 
Washington, D.C. Senator John Kerry of Massachusetts, the Democratic candi-
date in 2004, graduated from St. Paul’s in Massachusetts. Senator John McCain 
of Arizona, the Republican candidate in 2008, graduated from Episcopal High in 
Virginia, and Mitt Romney, the Republican candidate in 2012, graduated from 
Cranbrook School in Michigan. 

    SOCIAL CLUBS 

  Private social clubs are a major point of orientation in the social lives of upper-class 
adults. Th ese clubs also have a role in diff erentiating members of the upper class 
from other members of society, in particular those who are “merely” upper-middle 
class. Th e clubs of the upper class are many and varied, ranging from family-oriented 
country clubs and downtown men’s and women’s clubs to highly specialized clubs 
for yachtsmen, sportsmen, gardening enthusiasts, and fox hunters. Downtown men’s 
clubs originally were places to have lunch and dinner, and occasionally to attend an 
evening performance 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. Th e downtown club became almost entirely a luncheon 
club, a site to hold meetings, or a place to relax on a free afternoon. Th e country 
club, by contrast, became a haven for all members of the family. It off ered 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 Th ursday 
night, the traditional maid’s night off  across the United States. 

 Initiation fees, annual dues, and expenses vary from a few thousand dollars 
in downtown clubs to $100,000 to $250,00 or more in some country clubs, but 
money is not the only barrier in gaining membership to a club. Each club has 
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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 (Kendall 2002). 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. 

 Men and women of the upper class often belong to clubs in several cities, 
creating a nationwide pattern of overlapping memberships. Th ese overlaps pro-
vide evidence for social cohesion within the upper class. An indication of the 
nature and extent of this overlapping is revealed in a study of 20 clubs in several 
major cities across the country in the late 1960s, when membership lists were 
more readily available, including the Links Club in New York, the Chicago Club 
in Chicago, the Pacifi c Union Club in San Francisco, and the California Club in 
Los Angeles. Th ere was suffi  cient overlap among 18 of the 20 clubs to form three 
regional groupings and a fourth group that provided a bridge between the two 
largest regional groups. Th e several dozen men in three or more of the clubs, most 
of them very wealthy people who sat on several corporate boards, were especially 
important in creating the overall pattern. Th e fact that these clubs often have from 
1,000 to 2,000 members made the percentage of overlap within this small number 
of clubs relatively small, ranging from a high of 20 to 30 percent between clubs in 
the same city to as low as 1 or 2 percent in clubs at opposite ends of the country 
(Bonacich and Domhoff  1981). 

 Th e overlap of this club network with corporate boards of directors pro-
vides further evidence for the intertwining of the upper class and the corporate 
community. In a study in the 1960s for an earlier edition of this book, the club 
memberships of the chairpersons and outside directors of the 20 largest industrial 
corporations were counted. Th e overlaps with upper-class clubs in general were 
ubiquitous, but the concentration of directors in a few clubs was especially notable. 
At least one director from 12 of the 20 corporations was a member of the Links 
Club, which is the New York meeting ground of the national corporate establish-
ment. Seven of General Electric’s directors at the time were members, as were four 
from Chrysler, four from Westinghouse, and three from IBM. In addition to the 
Links, several other clubs had directors from four or more corporations (Domhoff  
1967, p. 26). Another study using membership lists from 11 prestigious clubs in 
diff erent parts of the country confi rmed and extended these fi ndings. A majority 
of the top 25 corporations in every major sector of the economy had directors in at 
least one of these clubs, and several had many more. For example, all of the 25 larg-
est industrials had one or more directors in these 11 clubs. Th e Links in New York, 
with 79 connections to 21 industrial corporations, had the most (Domhoff  1975). 

 Elite social clubs came under extreme criticism as bastions of Christian 
white male privilege in the 1970s, fi rst by wealthy Jewish members of the corpo-
rate community, who were incensed by their anti-Semitism, then by civil rights 
activists that decried the lack of any African American members, and then by 
feminist groups, which pointed out that the exclusion of women deprived women 
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executives of opportunities to attend business luncheons and develop connections 
with executives from outside their own workplace (Baltzell 1964; Driscoll and 
Goldberg 1993; Zweigenhaft and Domhoff  1982). Th is not only made it more 
diffi  cult to obtain membership lists for update studies, but it also led to a decline 
in the listing of membership in such clubs in publicly available sources, such as 
 Who’s Who in America , because the information was used at confi rmation hearings 
for government appointments to raise questions about the men’s fairness. As a 
result, it has been very diffi  cult to continue to do comprehensive studies on the 
club network. But a detailed study using  Who’s Who in America  for the years 1962, 
1973, 1983, and 1995 showed that the corporate executives listed the same clubs 
over the decades, even though these clubs were mentioned by a declining number 
of executives in each decade (Barnes and Sweezea 2006). 

 However, a lack of good membership information has not precluded studies 
based on other sources of information. For example, a study of social clubs in sev-
eral Texas cities based on 100 interviews and newspaper articles showed that little 
if anything has changed in the club world over the decades, except for the huge 
increase in membership fees and monthly dues for country clubs. Th e members are 
still overwhelmingly white Christian men of wealth, wealthy Jews have a parallel 
club structure, and women are generally excluded from membership, except in coun-
try clubs, but they are prohibited from using the clubs’ golf course at certain times 
and excluded from some of the club rooms. Th e members attach great personal 
signifi cance to belonging to these clubs and believe they are of value as a source 
of information, contacts, and support; that is, they remain places to renew social 
capital. Some clubs have weekend art exhibitions, lecture series, or mini-courses on 
such topics as “fi ne wines” that add to the members’ cultural capital (Kendall 2008). 

 An interview study with 47 members of fi ve elite country clubs in a north-
eastern state that focused on the rationales members used for various forms of 
exclusionary practices found many of the same patterns. Th e respondents endorsed 
greater ethnic and racial diversity, although they were vague about the fact that their 
clubs had very few minority-group members. Women for the most part accepted 
their secondary status in country clubs as being due to forces beyond club members’ 
control, such as the fact that they had less wealth and more domestic duties, but 
some of the women in one of the clubs sued the club because of restrictions on the 
times they were allowed to play golf (Sherwood 2010). As if to confi rm these socio-
logical studies, a rebellious male member of the Phoenix Country Club was expelled 
from membership in July 2008 for “multiple violations of club etiquette” because he 
spoke to a  New York Times  reporter about a lawsuit that he and other members had 
fi led against the club for excluding women from the grillroom (Steinhauer 2008). 

  Th e Bohemian Grove as a Place of Affi  rmation and Renewal 

 One of the central clubs in the club network, the Bohemian Club, is also the 
most unusual and frequently studied. Its annual two-week retreat in its 2,700-acre 
Bohemian Grove, 75 miles north of San Francisco, brings together members of 

dom26717_ch03_042-073.indd   52dom26717_ch03_042-073.indd   52 13/04/13   3:54 PM13/04/13   3:54 PM



  SOCIAL CLUBS 53

the upper class, corporate leaders, celebrities, and government offi  cials for relax-
ation and entertainment. Several hundred “associate” members, who pay lower 
dues in exchange for producing plays, skits, artwork, and other forms of entertain-
ment, are also members. Th ere are 50 to 100 professors and university administra-
tors who are members, most of them from Stanford University and campuses of 
the University of California. Th is encampment provides a good view of the role of 
clubs in uniting the corporate community and the upper class. It is a microcosm 
of the world of the upper class. 

 Leaders of the Bohemian Club purchased the pristine forest setting called the 
Bohemian Grove in the 1890s after 20 years of holding the retreat in rented wood-
land quarters. Bohemians and their guests number anywhere from 1,500 to 2,500 
for the three weekends in the encampment, 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. During 
their stay the campers are treated to plays, symphonies, concerts, lectures, and com-
mentaries by entertainers, scholars, corporate executives, and government offi  cials. 
Th ey 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 mostly a time for relaxation in the modest lodges, bunkhouses, and even teepees 
that fi t unobtrusively into the landscape along the two or three dirt roads that join 
the few “developed” acres within the Grove. It is like a summer camp for corporate 
leaders and their entertainers. Pranks, story telling, off -color jokes, bragging, and 
the massive consumption of expensive alcoholic beverages are the order of the day. 

 Th e men gather in small camps of 10 to 30 members during their stay, 
although the camps for the associate members are often larger, a telling reminder 
of the status diff erentials that are maintained even during the encampment. Each 
of the approximately 120 camps has its own pet name, such as Sons of Toil, Pink 
Onion, Toyland, Woof, and Parsonage. Some camps are noted for special drinking 
parties, brunches, or luncheons to which they invite members from other camps. 
One advertises its soft porn collection as an attraction to stop by for a drink. Th e 
camps are a fraternity system within the larger fraternity. 

 Th ere are many traditional events during the encampment, including plays 
called the High Jinx and the Low Jinx, which sometimes have men dressed as 
women playing the parts women would take if they were not excluded from 
the club. Th e most memorable event, however, is an elaborate ceremonial ritual 
called the Cremation of Care, which is held on the fi rst 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 univer-
sity, 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” (Vaughn 2006). Bohemians were proud that the ceremony 
has been carried out for 140 consecutive years as of 2012. 
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 Th e opening ceremony is called the Cremation of Care because it involves 
the burning of an effi  gy named Dull Care, who embodies the burdens and respon-
sibilities that these busy Bohemians now wish to shed temporarily. More than 
250 Bohemians take part in the ceremony as priests, elders, boatmen, and wood-
land voices. After many fl owery speeches and a long conversation with Dull Care, 
the high priest lights the fi re with the fl ame from the Lamp of Fellowship, located 
on the “Altar of Bohemia” at the base of the shrine. Th e ceremony ends with fi re-
works, shouting, and a band playing tunes such as “Th ere’ll Be a Hot Time in the 
Old Town Tonight.” Th e attempt to create a sense of cohesion and in-group soli-
darity among the assembled is complete. (For a detailed account of the Bohemian 
Grove, along with photographs and posters, see the document “Social Cohesion 
and the Bohemian Grove” on  whorulesamerica.net .) 

 Th e retreat sometimes provides an occasion for more than fun and merri-
ment. Although business is rarely discussed, except in an informal way in groups 
of two or three, the retreat provides members with an opportunity to introduce 
their friends to politicians and to hear formal noontime speeches, called Lakeside 
Talks, from political candidates and a wide range of experts. In 2008 a former 
secretary of state, a retired admiral, a retired university president, and the current 
librarian of Congress were among the speakers for this occasion. 

 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 members. 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 clubmates 
dropped by his camp to urge him to run and off er their support. Future president 
Dwight D. Eisenhower made his fi rst pre-nomination political speech in a Lake-
side Talk at the Grove in 1951, which was positively received by the previously 
skeptical 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 fi rst milestone on my road to the Presidency” because it was “an 
unparalleled opportunity to reach some of the most important and infl uential men, 
not just from California, but from across the country” (Nixon 1978, p. 284). During 
that same week he and Reagan had a chat in which Reagan agreed he would not 
challenge Nixon in the early Republican primaries, and that he would only join the 
fray if Nixon faltered. Twenty-eight years later, George H. W. Bush used a Lakeside 
Talk to introduce his son George W. Bush to the members as a potential future 
president (Vaughn 2006). In 1999 he brought George W. to the Grove to meet 
more of his friends as he was preparing for the 2000 presidential race: 

  In early August, father took son to a private gathering at the secretive and 
exclusive Bohemian Grove in California. George H. W. Bush had gone to 
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a meeting there prior to his run, in 1979. He fi gured it would also benefi t 
George W. to meet his circle of friends there, including corporate heads. Th e 
former president was a member of Hill Billies camp, which included William 
F. Buckley and Donald Rumsfeld as members. (Schweizer and Schweizer 
2004, p. 460) 

  Perhaps the most striking change in the Lakeside Talks since the 1980s 
has been the absence of any leading Democrats. No Democratic president has 
ever been a member of the Bohemian Club, but cabinet members from the 
Kennedy, Johnson, and Carter administrations were prominent guests and Lake-
side speakers. In 1990 Jimmy Carter gave a Lakeside Talk, 10 years after his presi-
dency. By the early 1990s, however, there were few Democrats remaining among 
the regular members (Wehr 1994). 

 Th ree studies demonstrate the way in which this one club interweaves the 
upper class and the corporate community. Th e fi rst uses the years 1970 and 1980, 
the second compares 1970 and 1993, and the third focuses on 2008. In 1970, 
according to the fi rst study, 29 percent of the top 800 corporations had at least one 
offi  cer or director at the Bohemian Grove festivities as a member or guest; in 1980 
the fi gure 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 offi  cer or 
director in attendance in both 1970 and 1980. Other business sectors were repre-
sented somewhat less (Domhoff  1983, p. 70). 

 An even more intensive study, which included participant-observation and 
interviews, along with a membership network analysis, extended the sociological 
understanding of the Bohemian Grove into the 1990s. Using a list of 1,144 corpo-
rations, 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 1993. For the top 100 corporations outside of California, the fi gure was 
42 percent, compared to 64 percent in 1970. In terms of what goes on during the 
encampment, little or nothing changed between the 1970s and early 1990s (Phillips 
1994). A study based on several summers of participant-observation in the early 
2000s also demonstrated the continuity of the club’s culture (Vaughn 2006). 

 In 2008, there were 101 directors of 116 companies among the 2,259 mem-
bers. Th is percentage is lower than in the previous studies because it does not 
include guests, only members, at the Grove; guest lists were kept under lock and 
key by the late 1990s, if they were printed at all. In addition, the members in 2008 
included many stockbrokers and investment advisors, dozens of retired corporate 
offi  cials, and several appointees from past Republican administrations, such as 
two former secretaries of state and two former secretaries of the treasury from the 
Reagan and George H. W.  Bush administrations.  Most of the corporate members 
tended to be located in a few camps, such as Cave Man, where former Republican 
presidents Hoover and Nixon were members; Owl’s Nest, where Reagan was a 
member; Hill Billies, where former President George H. W. Bush is a member; 
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and Midway, where Charles G. and David H. Koch, the billionaire ultraconserva-
tive brothers who run the family’s Koch Industries, mentioned in Chapter 2 as 
the second-largest privately held company in the United States, are joined by one 
of the largest commercial builders in the country, a retired CEO of IBM, the for-
mer owner of Mondavi Winery, a former CEO of the San Francisco 49ers, several 
corporate directors, and numerous partners in fi nancial fi rms, including one who 
gives generously to the Democratic Party. At Stowaway camp, David Rockefeller, 
the last remaining grandson of the founder of the Rockefeller fortune, and him-
self a retired banker, is joined by his son, David Rockefeller, Jr., the main cur-
rent overseer of the family’s billions, real estate investor Paul Pelosi, who is the 
husband of the top-ranking Democratic leader in the House of Representatives, 
Nancy Pelosi (D–CA), and corporate directors from CVS and Lockheed Martin. 
Multimillionaire members of the club who are not in one of the corporate-
oriented camps included singer Jimmy Buff ett, with an estimated net worth of 
$300 million, and actor-director Clint Eastwood, with an estimated net worth 
of $375 million. 

 As the case of the Bohemian Grove and its theatrical performances rather 
dramatically illustrates, clubs seem to have the same function within the upper 
class that secret societies and brotherhoods have in tribal societies. With their 
restrictive membership policies, initiatory rituals, and great emphasis on tradition, 
clubs carry on the heritage of primitive secret societies. Th ey create an attitude of 
prideful exclusiveness within their members that contributes to an in-group feel-
ing and a sense of fraternity within the upper class. 

 Sociologically speaking, a retreat such as the Bohemian Grove also reaffi  rms 
the shared values needed to reinforce class solidarity. Th ere is fi rst of all a ritual 
separation from the mundane everyday world through the Cremation of Care 
ceremony, which brings people into the realm of a make-believe time and space 
that reaffi  rms a whole range of beliefs that the men hold about themselves and 
the nature of American society (Vaughn 2006). Th e encampment also reaffi  rms 
another allegedly timeless aspect of the moral universe that the Bohemians want to 
sustain: male dominance. Th e very exclusion of women from the Bohemian Grove 
makes this point, but it is underlined by sexual jokes, dressing up as women for 
some of the plays and skits, the pornography collection, and frequent verbal put-
downs of women. However, the exclusion of women also relates to the larger issue 
of male bonding: Th e men are reaffi  rming that they trust each other by sharing 
in activities that would be frowned upon if they were carried out in public spaces. 
Th ey are learning to keep secrets from outsiders, which is also a good part of what 
is going on when college fraternities force their new initiates to learn a considerable 
amount of worthless information and take endless amounts of hazing. 

 In concluding this discussion of the Bohemian Club and its retreat as one 
small example of the intersection of the upper class and the corporate community, 
it needs to be stressed that the Bohemian Grove is not a place of power. As the 
foregoing account makes clear, no business deals or policy plans are made there. 
Instead, it is a place where people of power relax, make new acquaintances, and 
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enjoy visiting with old friends. It is primarily a place for social bonding and the 
renewal of traditional values. It could disappear tomorrow without any noticeable 
change in the upper class. 

     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, fi nance, and law. Th ey went to separate private schools, founded their 
own social clubs, and belonged to their own voluntary associations. As young 
women and partygoers, they set the fashions for society. As older women and 
activists, they took charge of the nonprofi t welfare and cultural institutions of the 
society, serving as fundraisers, philanthropists, and directors in a manner 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 of the 1960s, and in particular the revival 
of the feminist movement, the socialization of wealthy young women changed 
somewhat during the 1970s. Most private schools became coeducational and their 
women graduates were encouraged to go to major four-year colleges, where they 
joined one of the four or fi ve sororities with nationwide social prestige (e.g., Kappa 
Kappa Gamma, Kappa Alpha Th eta, Pi Beta Phi, and Delta Delta Delta). Women 
of the upper class became more likely to have careers; there were already two or three 
examples of women who had risen to the top of their family’s business by the 1990s. 

 Th e most informative and intimate look at the adult lives of traditional 
upper-class women is provided in four diff erent interview and observation studies 
from four diff erent regions of the country: East Coast, Midwest, Southwest, and 
West Coast (Daniels 1988; Kendall 2002; MacLeod 1984; Ostrander 1984). Th ey 
reveal the similarities in upper-class lifestyles throughout the United States. Th ey 
show that the women exercise power in numerous cultural and civic organiza-
tions, but also take traditional roles at home vis-à-vis their husbands and children. 
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 for upper-class women. It has signifi cance as 
a family tradition and as an opportunity to fulfi ll 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. Th is was part of 
my upbringing; it’s a tradition, a pattern of life that my brothers and sisters do too” 
(Ostrander 1984, pp. 128–129). 

 Th e volunteer role is institutionalized in the training programs and activi-
ties of a variety of service organizations. Th is 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 
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League is the quintessence of volunteer work,” explained one woman. “Every-
thing the League does improves the situation but doesn’t rock the boat. It fi ts 
into existing institutions” (Ostrander 1984, p. 113). Quite unexpectedly, many of 
the women serving as volunteers, fundraisers, and board members for charitable 
and civic organizations 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 socialism. “Th ere must always be 
people to do volunteer work,” one commented. “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 free-
dom.” Another equated government support with socialism: “You’d have to go into 
government funds. Th at’s socialism. Th e more we can keep independent and under 
private control, the better it is” (Ostrander 1984, pp. 132–137). 

 Despite this emphasis on volunteer work, the women placed high value on 
family life. Th ey arranged their schedules to be home when their children came 
home from school and they stressed that their primary concern was to provide a 
good home for their husbands. Several wanted to have greater decision-making 
power over their inherited wealth, but almost all preferred the traditional roles of 
wife and mother, at least until their children were grown. 

 Although it comes as a surprise to many people, the debutante season—a 
series of parties, teas, and dances that culminates in one or more grand balls—
remains an important part of the social life of upper-class women. Th ese very 
expensive rituals, in which great attention is lavished on every detail of the food, 
decorations, and entertainment, are a central focus of the Christmas social season, 
but in some cities debutante balls are held in the spring as well. Parents, with the 
help of upper-class women who work as social secretaries and social consultants, 
spend many hours planning the details with dress designers, caterers, champagne 
importers, fl orists, decorators, and band leaders. 

 Despite the great importance placed upon the debut by upper-class parents, the 
debutante season came into considerable disfavor among young women as the social 
upheavals of the late 1960s and early 1970s reached their climax. Th is decline reveals 
that the reproduction of the upper class as a social class is an eff ort that must be made 
anew with each generation. Although enough young women participated to keep the 
tradition alive, the refusal to take part by a signifi cant minority led to the cancellation 
of some balls and the curtailment of many others. Stories appeared on the women’s 
pages of newspapers across the country telling of debutantes who thought the whole 
process was “silly” or that the money should be given to a good cause. By 1973, how-
ever, the situation began to change again, and by the mid-1970s things were back to 
normal. As a wealthy young Texas woman told a sociologist in the late 1990s: 

  I was very busy while I was in college. On top of my studies, I was presented 
[as a debutante] in Dallas, Austin, Tyler, and New Orleans. I went to teas and 
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dinners and parties. It was really fun because some of my sorority sisters were 
also presented, representing other cities, and we could all be together at these 
activities away from school. When my parents had my deb party, there were 
dozens of my [sorority] sisters there. One December my family and I were in 
New York for my International Debutante Ball presentation. (Kendall 2002, 
p. 100) 

  Following graduation, this debutante attended graduate school for a short 
time and then moved to Washington to take a job in the Bush administration that 
she obtained through family connections. 

 Th e decline of the debutante season and its subsequent resurgence in times 
of domestic tranquility show very clearly that one of its latent functions is to help 
perpetuate the upper class from generation to generation. When the underlying 
values of the class were questioned by some of its younger members, the institu-
tion went into decline. Attitudes toward social institutions like the debutante ball 
are therefore one telltale sign of whether or not adult members of the upper class 
have succeeded in insulating their children from the rest of society. 

 For all the changes in traditional gender roles after the 1960s, women of 
the upper class remain in a paradoxical position. Th ey are subordinate to male 
members of their class, but they nonetheless exercise important power in some 
institutional arenas. Th ey may or may not be fully satisfi ed with their ambigu-
ous power status, but they recognize that they have considerable class power and 
social standing nonetheless. Both they and their male counterparts realize that 
they bring an upper-class, antigovernment perspective to their exercise of power. 
Th ere is thus class solidarity between men and women against the rest of society. 
Commenting on the complex role of upper-class women, a feminist scholar drew 
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 structure 
they have struggled to veil” (Daniels 1988, p. x). 

    DROPOUTS, FAILURES, AND CHANGE AGENTS 

  Not all men and women of the upper class fi t the usual molds. Some are drop-
outs, jet-setters, failures, or even critics of the upper class. Except for a few long-
standing exceptions, however, the evidence also suggests that many of the young 
jet-setters and dropouts eventually return to more familiar pathways. Numer-
ous anecdotal examples show that some members of the upper class 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 
self-confi dence, some fail in school, become involved with drugs and alcohol, or 
become mentally disturbed. Once again, however, this cannot be seen as evidence 
for a lack of cohesion in the upper class, for there are bound to be some problems 
for individuals in any group. 
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 Th ere are even a few members of the upper class who abandon its institu-
tions and values to become part of the liberal-labor alliance or leftists. Th ey partic-
ipate actively in liberal or leftist causes and provide fi nancial support. Such people 
have supported several of the leading liberal and socialist magazines, including 
 Th e Nation  and  Mother Jones . Some of the most visible recent examples of this 
liberal-to-leftist tendency are part of a national network of 16 change-oriented 
foundations called the Funding Exchange (FEX). Th ese foundations gave away 
over $50 million between their founding in the 1970s and the 1990s, and pro-
vided over $15 million a year in the early years of the twenty-fi rst century (FEX 
2012). Th ey receive money from wealthy individuals and then donate it to femi-
nist, environmentalist, low-income, and minority-group activists. Th ey also set up 
discussion groups for college-age members of the upper class who are confl icted 
about issues relating to their privileged class backgrounds and thinking about con-
tributing money to liberal causes. In the case of one of the founding groups in the 
network, 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. Th is approach provides a way to overcome the 
usual power relations between donors and recipients (Ostrander 1995). 

    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—being 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 fi ctional books about young 
boys who had gone from penniless adversity to great wealth. In real life, the com-
mentators of his day pointed to three or four actual examples. Subsequent research 
showed that most of the business leaders of that era did not fi t the Horatio Alger 
myth. As one historian put it, Horatio Algers appeared more frequently in maga-
zines and textbooks than they did in reality (Miller 1949). 

  Forbes , a business magazine that in 1982 began publishing an annual list of 
the allegedly 400 richest Americans, has taken up the Horatio Alger story line. 
“Forget old money,” said the article that introduces the 1996 list, a theme that 
has been repeated since the list was fi rst compiled in 1982. “Forget silver spoons. 
Great fortunes are being created almost monthly in the U.S. today by young entre-
preneurs who hadn’t a dime when we created this list 14 years ago” (Marsh 1996). 
But the Horatio Alger story is no less rare today than it was in the 1890s. In 
2011, 21 percent inherited enough money to make the list, another 7 percent 
inherited $50 million or more, and another 11.5 percent inherited $1 million or 
more, or received a signifi cant amount of start-up money from a relative to found 
a company. Another 22 percent had upper-class backgrounds or received start-up 
money for a business from a relative. Th irty-fi ve percent came from a middle-class 

dom26717_ch03_042-073.indd   60dom26717_ch03_042-073.indd   60 13/04/13   3:54 PM13/04/13   3:54 PM



  CONTINUITY AND UPWARD MOBILITY 61

or lower-class background (Moriarty, Ali, Miller, Morneault, Sullivan, and Young 
2012). As for the immigrants often extolled on the  Forbes  list, they too sometimes 
come from wealthy families; contrary to the stereotype, not all immigrants to the 
United States arrive poor (Zweigenhaft and Domhoff  1982; Zweigenhaft and 
Domhoff  2006). 

 Even those who seem to come from disadvantaged backgrounds often do 
not. Consider the social background of Wayne Huizenga, estimated to be worth 
$1.4 billion in 1996 through the creation of, fi rst, Waste Management Company, 
and then Blockbuster Video. Huizenga is often depicted as having started out 
as a mere garbage collector. As  Current Biography  puts it: “Th e hero of a real-
life Horatio Alger story, in his early twenties, Huizenga worked as a garbage-
truck driver.” But he was born in an elite Chicago suburb, graduated from a 
private 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 fi rm, one of which was headed by a cousin by marriage. Th is is 
enterprising behavior, but it is not a Horatio Alger saga. 

 In another telling example, it is true that the late Sam Walton, the founder of 
Walmart, was raised in a low-income family and started as a management trainee 
at J. C. Penney. However, he also had a well-to-do father-in-law who was a small-
town banker and rancher. He loaned Walton $20,000 in 1945 to start his fi rst store 
(the equivalent of $256,000 in 2012 dollars), a sum that surpassed the nonhousing 
wealth of all but a few percent of American households in 2011 (Wolff  2012). 
Four of his descendants were in the top 10 on the  Forbes  400 for 2011. 

  Forbes  also talks about several people on its list as “college dropouts,” but 
people who leave a prestigious institution like Harvard or Stanford to pursue a 
new opportunity in which timing is everything hardly fi t the image of a “college 
dropout.” For example, Bill Gates, the richest person in the United States in 2011, 
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 mar-
keting of computer software. However, he is also the son of a prominent corporate 
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 gradual changes over three generations for those above the lowest 
20 percent and below the top 5 percent of the income ladder. Very few rise from 
the lowest levels, and very few fall from the top. Most often, over the course of 
three or four generations, the grandfather is a blue-collar worker, the father has a 
good white-collar job based on a BA degree, and one or two of the father’s chil-
dren become lawyers or physicians, but most of the father’s grandchildren are back 
to being white-collar workers and middle-level executives. Upward social mobility 
of this type may be even less frequent for nonwhites. In addition, several recent 
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studies suggest that upward social mobility may be declining since the 1980s 
(Kerbo 2006, Chapter 12; Mishel, Bernstein, and Shierholz 2009, Chapter 2). 

 As the conclusions on the rarity of great upward mobility suggest, the con-
tinuity of the upper class from generation to generation is very great. Th is fact 
confl icts with the oft-repeated folk wisdom that there is a large turnover at the top 
of the American social ladder. Once in the upper class, families tend to stay there, 
even while 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 12 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, the study traced their Detroit-based descendants into the 
1970s. Nine of the 12 families still had members in the Detroit upper class; mem-
bers from six families were directors of top corporations in the city. Th e study casts 
useful 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 generation of four great-granddaughters, 
all of whom married outside of Detroit (Schuby 1975). 

 A study of listings in the  Social Register  for 1940, 1977, and 1995 revealed the 
continuing presence of families descended from the largest fortunes of the nine-
teenth and early twentieth centuries. Using a list of 87 families from one history 
of great American fortunes and 66 families from another such book, a sociologist 
found that 92 percent of the families in the fi rst book were still represented in 1977, 
with the fi gure falling slightly 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 the male heads of households signaled their connection to the founder 
of the 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 fi rst name, once 
again demonstrating the concern with continuity (Broad 1996). 

 Th e American upper class, then, is a mixture of old and new members. Th ere 
is both continuity and social mobility, with the newer members being assimilated 
into the lifestyle of the class through participation in the schools, clubs, and other 
social institutions described earlier in this chapter. Th ere may be some tensions 
between those who are newly arrived and those of established status, as novelists 
and journalists love to point out, but what they have in common soon outweighs 
their diff erences. 

    IS THE UPPER CLASS AN ECONOMIC CLASS? 

  It may seem obvious that members of the upper class must have large amounts 
of wealth and income if they can aff ord the tuition at private schools, the fees at 
country clubs, and the considerable expense of an elegant social life. However, it 
is a diffi  cult matter to demonstrate empirically that they do have greater owner-
ship wealth and higher incomes than other people because the Internal Revenue 
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Service does not release information on individuals and most people are not will-
ing to volunteer details on this subject. Th e search has to begin with aggregate 
information on the wealth and income distributions, followed by the study of lists 
of rich individuals compiled from the work of journalists and biographers. 

 In considering the distribution of wealth and income distributions in the 
United States, it fi rst needs to be stressed that the wealth and income distributions 
are two diff erent matters. Th e wealth distribution has to do with the concentra-
tion of ownership of  marketable assets , which in most studies means real estate and 
fi nancial assets, such as stocks, bonds, insurance, and bank accounts, minus any 
debts that are owed. Th e income distribution, on the other hand, has to do with 
the percentage of wages, dividends, interest, and rents paid out each year to indi-
viduals 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, but in reality those at the very top of the wealth distribution also tend 
to have the highest incomes, mostly from interest, dividends and the sale of stocks 
at higher prices then they paid for them (“capital gains”). 

 Although there were variations between port cities and rural areas, as well 
as among colonies, the wealth distribution in colonial America was relatively 
egalitarian because most settlers could purchase land. In 1774, the top 1 percent 
held about 14 to 16 percent of the wealth after debts are taken into account 
( Jones 1980). Th e wealth distribution became far more unequal as the country 
urbanized and industrialized, to the point that it was as unequal as those in Prussia 
and Russia in the early twentieth century (Williamson and Lindert 1980, p. 33). 
In 1916, the fi rst year in which annual information was collected that could be 
used to calculate the wealth distribution with greater precision, the top 1 percent 
owned 38.1 percent of all wealth, a fi gure that reached 40.3 percent in 1930. 
Th e share held by the top 1 percent then fell by 12 percentage points by the end 
of 1932, due to a large decline in the value of their assets caused by the Great 
Depression. Th en the income and estate tax policies enacted by the New Deal, 
followed by even higher income taxes to help pay for the military buildup during 
World War II, reduced the top 1 percent’s wealth share to 22.6 percent by 1949. 
It is highly noteworthy that most of the decline between 1930 and 1949 came 
at the expense of the top 0.1 percent (Kopczuk and Saez 2004, pp. 446, 453, and 
Table 3). Th e wealth distribution was then relatively stable between the 1950s and 
2010, with a temporary decline for the top 1 percent in the mid-1970s when the 
stock market took another nosedive. 

 Despite the decline in the wealth of the top 1 percent due to the multi-
faceted impacts of the Great Depression, New Deal taxation policies, and the 
need for the wealthy to help pay for World War II, the overall wealth distribu-
tion remained extremely concentrated. Th is is especially the case for the type of 
wealth that is the most useful as a power indicator. Called “nonhome wealth” or 
“fi nancial wealth,” it includes stocks, bonds, real estate, and other “liquid” assets, 
but not owner-occupied housing, which cannot easily be sold unless the family 
has another source of shelter. According to calculations based on a large-scale 
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triennial survey of households by the Survey of Consumer Finance, an agency of 
the Federal Reserve Board, the top 1 percent owned 42 percent of all fi nancial 
wealth as of 2010. Th e next 4 percent had 30 percent of fi nancial assets, which 
means that the top 5 percent own 72 percent. In addition, the next 5 percent 
owned another 13 percent. Th us, the top 10 percent of households, with 85 per-
cent of all fi nancial wealth, basically own the United States, leaving only 15 per-
cent for the bottom 90 percent (Wolff  2012, p. 16; “Wealth, Income, and Power,” 
Table 1, on  whorulesamerica.net ). Th ese fi ndings may come as a surprise to many 
readers: A large-scale study of 5,522 participants showed that very few Americans, 
whatever their gender, age, income level, or political affi  liation, have any idea of 
just how concentrated the wealth distribution is in the United States (Norton and 
Ariely 2011). 

 Th e income distribution provides an even more sensitive power indica-
tor because it changes faster in response to four main factors: (1) increases or 
decreases in income tax rates; (2) declines in pre-tax income for the top few per-
cent; (3) declines in the value of the minimum wage; and (4) increases in unem-
ployment rates. It thereby refl ects any changes in the ability of the corporate rich 
to lower their taxes, earn a higher share of yearly income, or limit gains in income 
for average people. In the fi rst year for which there are good estimates, 1913, the 
top 1 percent received 18 percent of all income when income from capital gains 
is included. Th is fi gure reached 24 percent in 1928 and then fell to the 15 to 
17 percent range during the 1930s, primarily because of the precipitous decline in 
dividend and capital gains income between 1930 and 1932. In addition, there were 
higher income tax rates on the top brackets after 1932, which were initiated by 
Republican president Herbert Hoover and augmented by Democratic president 
Franklin D. Roosevelt (Brownlee 2000; Brownlee 2004, pp. 83–90; Piketty and 
Saez 2003). Due to continuing high taxation during and after World War II, the 
income of the top 1 percent gradually declined to the 8 to 9 percent range in the 
late 1970s, which suggests that the postwar liberal-labor alliance had been able to 
defend the high tax rates that resulted from the crises of depression and war in the 
1930s and 1940s (Piketty and Saez 2003, Table 2, Column 11). 

 Between 1980 and 2010, however, the top few percent greatly increased 
their share of income, which implies that the corporate rich had found new ways 
to improve their power position. As shown in  Table 3.1 , the income of the top 

 Table 3.1 Increases in Income Going to Top 10%, 5%, 1%, and .05%, 1980–2010 

     Year     Top 10%     Top 5%     Top 1%     Top 0.5%  

      1980     32.9%     21.2%       8.2%       5.5%  

    2010     46.3%     33.7%     17.4%     13.4%  

    % increase     40%     50%     110%     140%  

     Source:  Picketty and Saez 2003; Saez 2012. 
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10 percent increased by 40 percent over that 30-year span while the income of 
the top 1 percent increased by 110 percent and the income of the top 0.5 percent 
increased by even more than that. Th ese fi gures are evidence of a complete triumph 
for the corporate rich. 

  Since none of the systematic studies on the wealth and income distributions 
include the names of individuals, other types of studies had to be done to dem-
onstrate that people of wealth and high income are in fact members of the upper 
class. Th e most detailed study of this kind showed that nine of the 10 wealthiest 
fi nanciers at the turn of the twentieth century and 75 percent of all families listed 
in a compendium of America’s richest families have descendants in the  Social 

Register . Supplementing these fi ndings, another study discovered that at least 
one-half of the 90 richest men in 1900 have descendants in the  Social Register  and 
a study of 90 corporate directors worth $10 million or more in 1960 found that 
74 percent met criteria of upper-class membership (Baltzell 1958; Domhoff  1967; 
Mills 1956). However, the degree of overlap between great wealth and member-
ship in the upper class has attracted little further research attention because the 
earlier fi ndings are now generally accepted. 

 Th e results from these studies establish that the social upper class is an 
economic 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 indi-
vidual or family to control it. Th e next three sections address this issue. 

    THE UPPER CLASS AND CORPORATE CONTROL 

  With the fi ndings on the overall wealth distribution, and the concentration of 
stock assets in particular, as a backdrop, it can be shown how members of the 
upper class involve themselves in the ownership and control of specifi c corpora-
tions through family ownership, family offi  ces, holding companies, and invest-
ment partnerships. Th eir general involvement in the corporate community was 
also examined in the 1960s and early 1970s through large-scale studies of the 
social backgrounds of corporate directors, showing a large overrepresentation for 
upper-class directors on the “who sits?” indicator of power, but those studies have 
never been updated, so they can no longer be considered relevant (Domhoff  1967, 
pp. 51–57; Dye 1986, p. 194). 

  Family Ownership 

 As shown by the early history of the corporate community discussed in the previ-
ous chapter, it has never been the case that American corporations were primarily 
owned by separate families, but instead they were usually owned by groups of 
investors, banks, and other types of fi nancial companies. However, there are none-
theless many family-owned fi rms in the United States today that are often over-
looked when talking about the separation of ownership and control. As discussed 
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in Chapter 2, they include 212 privately owned fi rms that have $2 billion or more 
in sales, many of which would be in the  Fortune  1,000 if they were publicly owned. 

 Th e way in which these privately held companies can be part of larger family 
empires is seen in the case of the Pritzker family in Chicago, who provide a useful 
example because several members of the family became strong fi nancial backers 
of future president Barack Obama when he fi rst ran for the Senate from Illinois 
in 2004, as discussed in Chapter 6. Building on their core property, Hyatt Hotels, 
which had been in the family for three generations and is now called Global Hyatt 
because it has over 200 hotels around the world, the Pritzkers also own an indus-
trial conglomerate; Encore Senior Living, which is a network of assisted living 
centers; and Royal Caribbean Cruises, in which they have a 25 percent ownership 
stake. In addition, the family has a real estate arm, Pritzker Realty, and owns a 
majority interest in the Parking Spot, which operates parking lots near airports. 

 In 2008, the family leaders had to sell a major share of their industrial con-
glomerate to Warren Buff ett, the second-richest person in America in 2011, and 
a minority share of Global Hyatt to Goldman Sachs, one of the largest fi nancial 
companies in the country, in order to settle a lawsuit fi led by two younger mem-
bers of the family, who felt their father, uncles, and older cousins had misused their 
trust funds. Th e suit revealed that the family was then worth $15 to $20 billion, 
which was wrapped up in over 1,000 trust funds, some of which were held in off -
shore locations (Andrews 2003; Savage 2008a). 

 Even in the case of publicly controlled corporations, three diff erent stud-
ies provide detailed evidence of the extent of family involvement in the largest 
American corporations. Th e fi rst used both offi  cial documents and the informal—
but often more informative—fi ndings of the business press as its source of infor-
mation. It concluded that 40 percent of the top 300 industrials were probably under 
family control in the 1960s, using the usual cutoff  point of 5 percent of the stock 
as the criterion (Burch 1972). Analyzing the offi  cial records that became available 
in the 1970s, a team of researchers at Corporate Data Exchange provided detailed 
information on the major owners of most of the top 500 industrials for 1980, 
showing that signifi cant individual and family ownership continued for all but the 
very largest of corporations. One individual or family was a top stockholder, with at 
least 5 percent of the stock, in 44 percent of the 423 profi led corporations that were 
not controlled by other corporations or foreign interests. Th e fi gures were much 
lower among the 50 largest, however, in which only 17 percent of the 47 companies 
included in the study showed evidence of major family involvement (Albrecht and 
Locker 1981). Th e relatively small percentage of the very largest industrials under 
individual or family control concurs with fi ndings in a third study, which focused 
on the 200 largest nonfi nancial corporations for 1974–1975 (Herman 1981). 

   Th e Family Offi  ce 

 A family offi  ce 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 
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provide them with advice on investments, estate planning, charitable giving, and 
even political donations in some cases. Family offi  ces often handle all fi nancial 
transactions and legal matters as well as personal needs such as theater tickets and 
car rentals (White 1978). One offi  ce has kept track of $840 million for four families 
for three generations (Konigsberg 2008). In the 1990s, multifamily offi  ces began 
to appear, usually serving an average of 50 families with $10 million or more in 
assets. One survey concluded that there were 80 such offi  ces handling $305 billion 
in assets in 2006 (Hawthorne 2008). Th ere were an estimated 3,000 to 4,500 fam-
ily offi  ces in 2012, most of them managing $500 million or more (Ahmed 2012). 

 In terms of the issue of corporate control, the relevance of family offi  ces is 
their potential for maintaining control of corporations founded by an earlier gen-
eration of the family, or to take over other corporations. Such offi  ces contradict 
the belief that corporate control is necessarily lost due to the inheritance of stock 
by a large number of descendants. Th ey often serve as a unifying source for the 
family as well. Th ey sometimes have employees who sit on boards of directors to 
represent the family. In 2010, one collection of family offi  ces teamed up to create 
a $1.2 billion fund for investment in clean tech (Ahmed 2012). 

 Th e most detailed account of a family offi  ce was provided by a sociologist as 
part of a study in the 1970s of the Weyerhaeuser family of Saint Paul, Minnesota, 
and Tacoma, Washington, whose great wealth is concentrated in the lumber 
industry. By assembling a family genealogy chart that covered fi ve generations 
and then interviewing several members of the family, he determined that a fam-
ily offi  ce called Fiduciary Counselors Inc. helped the family to maintain a central 
role in two major corporations. He demonstrated that there were 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 offi  ce were large enough to 
maintain control (Dunn 1980). 

 Fiduciary Counselors Inc. also housed the offi  ces of two Weyerhaeuser 
holding companies (meaning companies created only to own stock in operating 
companies). Th ese holding companies were used to make investments for fam-
ily members as a group and to own shares in new companies created by family 
members. Although the primary focus of the Weyerhaeuser family offi  ce was on 
economic matters, it served other functions as well. It kept the books for 15 dif-
ferent charitable foundations of varying sizes and purposes through which family 
members gave money and it coordinated political donations by family members 
all over the country. 

 Th e status of a family offi  ce is fl uid in that it can be transformed into another 
type of investment fund through more formal legal arrangements if it decides to 
invest other people’s money as well. Conversely, investment funds can be changed 
back to family offi  ces. Th is is what the billionaire investor and large Democratic 
Party campaign donor George Soros did with his Soros Fund Management in 
2011 by returning money to nonfamily investors. Several other once-famous 
hedge fund operators had already done the same thing in the previous two years. 
Th e new Soros family offi  ce manages $24 billion (Ahmed 2011; Ahmed 2012). 
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   Holding Companies and Investment Partnerships 

 Holding companies, briefl y defi ned in the previous section as companies that 
merely hold the stock of other companies, can serve the economic functions of a 
family offi  ce if the family is still small and tight-knit. Th ey have the added advan-
tage over a family offi  ce of being incorporated 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. 

 Th e Crown family of Chicago, estimated to be worth over $4 billion in 
2012, operates through a combined holding and investment company, Henry A. 
Crown and Company, which manages investments in banking, transportation, 
oil and gas, cellular phones, home furnishings, and resort properties. Th e com-
pany is a useful example because several family members became fi nancial sup-
porters of President Obama’s political career in the early 2000s, as discussed in 
Chapter 6. Starting with a company that sold building supplies, the two brothers 
who founded the dynasty in 1921 used that company to take control of Gen-
eral Dynamics, one of the largest defense contractors, in 1959 (Zweigenhaft and 
Domhoff  1982, pp. 27–29). In addition, the family owns part of JPMorgan Chase, 
Hilton Hotels, and the Rockefeller Center. Its private holdings include Crown 
Golf Properties, which operates golf courses in seven states. Th e current family 
leader, James S. Crown, a grandson of the founder of the Crown empire, is on the 
boards of JPMorgan Chase, General Dynamics, and Sara Lee; he is also the chair 
of the board of trustees of the University of Chicago. His sister, Susan Crown, who 
manages the family’s charitable foundation, is a director of Northern Trust Bank 
and Illinois Tool Works, and a trustee of Yale. 

 Th e cumulative fi ndings on the importance of family ownership, family 
offi  ces, holding companies, and investment partnerships in large corporations 
suggest that a signifi cant number of corporations continue to be controlled by 
major owners. In the case of the private equity fi rms discussed in Chapter 2, 
their takeover bids show that fi rms allegedly controlled by their managers can be 
acquired by groups of rich investors whenever they so desire, unless of course they 
are resisted by a rival group of owners (Bruck 1988; Stewart 1991). 

 However, the very largest corporations in several sectors of the economy 
show no large ownership stake by individuals or families, whether through fam-
ily offi  ces, holding companies, or other devices. Th eir largest owners, in blocks of 
a few percent, are bank trust departments, investment companies, mutual funds, 
and pension funds. Interview studies suggest that bank trust departments and 
investment companies do not take any role in infl uencing the management of 
the corporations in which they invest (Herman 1975; Herman 1981). As for any 
possible governance role for pension funds, those controlled by corporations and 
other private entities also have taken a hands-off  role. For a brief time in the 
late 1980s and early 1990s, however, several public employee and union pension 
funds, whose assets account for less than 20 to 25 percent of all pension assets, 
seemed to be fl exing their muscles in corporate boardrooms. Th eir actions raised 
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the possibility of an “investor capitalism” in which government employees and 
unions could challenge the prerogatives of the traditional owners and executives 
(Useem 1996). However, this fl edgling challenge met with little or no success, and 
it faded in the late 1990s. By 2003, the  New York Times  called this eff ort a “Revo-
lution Th at Wasn’t” based on interviews with its disheartened leaders (Deutsch 
2003). (For a detailed history of the rise and fall of the pension fund movement 
and of the losses many public pension funds incurred through their involvement 
with private equity funds and other fi nanciers, see “Pension Fund Capitalism” on 
 whorulesamerica.net .) 

 As has been the case for many generations, the largest corporations in the 
United States are still controlled by a combination of their high-level executives, 
the for-profi t fi nancial institutions that are concerned with the price of their 
stockholdings, and top individual stockholders, all of which are often represented 
on the board of directors. However, the power to run such corporations on a day-
to-day basis belongs to the CEO and his or her handful of supporters on the 
board. Th e CEOs and other top corporate executives are the topic of the next two 
sections. 

     WHERE DO CORPORATE EXECUTIVES COME FROM? 

  Th ere have been many studies reaching back to the nineteenth century on the class 
origins of the top executives in very large corporations. Th ey most frequently focus 
on the occupation of the executive’s father. Th ese studies show that “between 40% 
and 70% of all large corporation directors and managers were raised in business 
families, which are only a small percentage of all families, especially before the 
1960s” (Temin 1997; Temin 1998; Useem and Karabel 1986; Zweigenhaft and 
Domhoff  2011, pp. 2–4). 

 However, even though most corporate executives at large corporations come 
from business backgrounds, the fact remains that many high-level managers come 
from middle-level origins and work their way up the corporate ladder. Th e number 
may be exaggerated somewhat because people tend to deny their privileged back-
grounds and 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. Today, few chief executive offi  cers at the largest corporations were born 
into the upper class. Th is raises the possibility that professional managers are dis-
tinct from upper-class owners and directors, which suggests there might be some 
degree of separation between the corporate community and the upper class. 

 Before turning to this issue, the fact that members of the upper class are 
not more frequently found at high-level executive positions in large corporations 
can be addressed briefl y. While it may seem surprising that members of the upper 
class have their least involvement at the executive level in the very largest corpora-
tions, the reasons have nothing to do with lack of education, ability, or expertise. 
Simply put, the sons and daughters of wealthy parents usually are not interested in 
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a career that requires years of experience climbing the corporate ladder in a large 
bureaucratic organization when there is no incentive for them to do so. Th ey prefer 
to work in fi nance, corporate law, or their own family businesses, or they spend 
their time managing their own large fortunes and following the stock market. All 
of these pursuits give them greater personal autonomy and more opportunities 
to exercise power. After the 1980s, they were especially attracted to Wall Street, 
where there was more money to be made than in the 45 years after the New Deal 
put some constraints on highly risky fi nancial deals. In a word, many members of 
the upper class become fi nanciers who strive to make a profi t by investing their 
funds, not corporate managers who have to deal with the day-to-day problems of 
keeping an organization together. 

    THE ASSIMILATION OF RISING CORPORATE 
EXECUTIVES 

  Th e evidence presented in this section shows how rising corporate executives are 
assimilated into the upper class and come to share its values, thereby cementing 
the relationship between the upper class and the corporate community rather than 
severing it. Th e aspirations of professional managers for themselves and for their 
off spring lead them into the upper class in behavior, values, and style of life. 

 Whatever the social origins of top managers, most are educated and trained 
in a small number of private universities and business schools. Th e results from 
several diff erent studies reveal that about one-third of those who manage the 
nation’s largest fi rms graduated from Harvard, Yale, or Princeton, and two-thirds 
studied at one of the 12 most heavily endowed schools (Useem 1980). 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, mingling for the fi rst 
time with men and women of the upper class and sometimes with upper-class 
teachers and administrators who serve as role models. Th is modeling continues 
in the graduate schools of business that many of them attend before joining the 
corporation. People of color 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 (Zweigenhaft and Domhoff  2006; Zweigenhaft 
and Domhoff  2011). 

 Th e conformist atmosphere within the corporations intensifi es the rising 
executives’ socialization into upper-class styles and values. Th e great uncertainty 
and latitude for decision-making in positions at the top of complex organizations 
creates a situation in which trust among leaders is absolutely essential. “Th at need 
for trust is what creates a pressure toward social conformity,” according to a classic 
study by sociologist Rosabeth Kanter (1993, p. 49). “It is the uncertainty quotient 
in managerial work, as it has come to be defi ned in the large modern corpora-
tions,” she continues, “that causes management to become so socially restricting; 
to develop tight inner circles excluding social strangers; to keep control in the 
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hands of socially homogeneous peers; to stress conformity and insist upon a dif-
fuse, unbounded loyalty; and to prefer ease of communication and thus social 
certainty over the strains of dealing with people who are ‘diff erent.’  ” 

 In this kind of 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. Rightly or wrongly, they come to believe 
that they have to be part of the “old-boy network” in order to succeed in the com-
pany. 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 superiors to join social institu-
tions that assimilate them into the upper class. Th e fi rst invitations are often to 
charitable and cultural organizations in which they serve as fundraisers and as 
organizers of special events. Th e wives of rising executives, whose social accept-
ability is thought to be a factor in managers’ careers, experience their fi rst extensive 
involvement with members of the upper class through these same organizations. 
Th en, too, the social clubs discussed earlier in the chapter are important socializing 
agents for the rising executive. 

 Upwardly mobile executives also become personally connected to members 
of the upper class through the educational careers of their children. As their chil-
dren go to day schools and boarding schools, the executives take part in evening 
and weekend events for parents, participate in fundraising activities, and some-
times become trustees in their own right. Th e fact that the children of successful 
managers become involved in upper-class institutions also can be seen in their 
patterns of college attendance. Th is is demonstrated very clearly in an early study 
of upwardly mobile corporate presidents. Whereas only 29 percent of the presi-
dents went to an Ivy League college, 70 percent of their sons and daughters did 
so (Hacker 1961). 

 Rising executives are assimilated economically at the same time as they are 
assimilated socially. One of the most important of these assimilatory mechanisms 
is called a “stock option,” which grants employees the right 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 executive purchases it at the original 
low price, often with the help of a low-interest or interest-free loan from the 
corporation. In the 1990s and early 2000s, the gains from purchasing and selling 
stock under these arrangements were taxed at a lower rate—15 percent—than was 
ordinary income above $250,000, which was the starting point for the 35 percent 
tax bracket. Stock-option plans, in conjunction with salaries and bonuses in the 
millions to tens of millions of dollars, allow some top executives to earn hundreds 
of times more than the average wage earner each year. Th ese high levels of remu-
neration enable upwardly mobile corporate leaders to become multimillionaires in 
their own right and important leaders within the corporate community. 
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 Th e assimilation of professional executives into the upper class also can be 
seen in the emphasis they put on profi ts, the most important of ownership objec-
tives. Th is manifests itself most directly in the performance of the corporations 
they manage. Several past studies that compared owner-controlled companies with 
companies that have professional managers at the top showed no diff erences in 
their profi tability. Corporations diff er in their profi tability, but this fact does not 
seem to be due to a diff erence in values between upper-class owners and rising 
corporate executives (Useem 1980). 

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

    CLASS AWARENESS 

  Th e institutions that weave the owners and high-level executives of corporations 
into a national upper class transcend the presence or absence of any given person 
or family. Families can rise and fall in the class structure, but the institutions of 
the upper class persist. Not everyone in this nationwide upper class knows every-
one 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 direc-
tors. Th e upper class at any given historical moment consists of a complex network 
of overlapping social circles linked by the members they have in common and 
by the numerous bonds of trust created by common cultural styles and values 
that emerge from a similar upbringing, education, and 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 social setting to another. 

 Involvement in these institutions usually instills a class awareness that 
includes feelings of superiority, pride, and entitlement, and a sense that they are 
fully deserving of their station in life. Th is class awareness is in eff ect a social psy-
chology of justifi ed privilege, which is reinforced by shared social identities and 
interpersonal ties. More important, the fact that the upper class is based in the 
ownership and control of profi t-producing investments in stocks, bonds, and real 
estate shows that its members are collectively a corporate rich. Th ey are not con-
cerned simply with the interests of the corporations they own or any one business 
sector, but with such matters as the “investment climate,” the health of the stock 
and bond markets, the “rate of profi t,” and the overall “political climate.” 

 With the exception of those few who join the liberal-labor alliance or a left-
ist movement, members of the upper class have a conservative outlook on issues 
that relate to the well-being of the corporate community as a whole. As noted 
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in the introductory chapter, they may be liberal or conservative on social issues, 
and they vary somewhat on the degree to which they are wary of government, 
but they are nearly unanimous in their opposition to labor unions, which they 
see as the major potential challengers to their wealth and power. Th is tendency 
toward a general class perspective is utilized and reinforced within the policy-
planning network discussed in the next chapter. Th e organizations in that network 
build upon the structural (economy-based) power explained in Chapter 2, supple-
mented by the social cohesion demonstrated in this chapter, in reaching consensus 
on complex policy issues about which the potential for misunderstanding and 
disagreement is great. 

 In other words, developing a common policy outlook is not automatic for 
the corporate rich. Th eir leaders have to create plans that satisfy as many diff erent 
sectors of the corporate community as possible, or at least minimize the damage 
to those that cannot be fully accommodated. Th en they have to develop access to 
government. At the same time, they have to contend with the possible objections 
of everyday working people who have little or nothing except a job, a house, and 
the opportunity to obtain educational credentials that might help them move up 
the occupational ladder.    
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  Shared economic interests and social cohesion provide the starting point for the 
development of policy consensus, but they are not enough in and of themselves to 
lead to agreed-upon policies without research, consultation, and deliberation. Th e 
issues facing the corporate community are too complex and the economy is too 
large for new policies to arise naturally from common interests and social cohe-
sion alone. Th at is why a set of nonprofi t, ostensibly nonpartisan organizations is 
a necessary feature of the corporate landscape. Th ese organizations are the basis 
for 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. Th ey take the form of charitable founda-
tions, think tanks, and policy-discussion groups, which are defi ned shortly. 

 Members of the corporate community and the upper class involve them-
selves in the policy-planning process in four basic ways. First, they fi nance the 
organizations at the center of these eff orts. Second, they provide a variety of free 
services, such as legal and accounting help for some of these organizations. Th ird, 
they serve as the trustees of these organizations, setting their general direction 
and selecting the people that will manage the day-to-day operations. Finally, they 
take part in the daily activities of some of the groups in the network or send their 
assistants to keep them abreast of new developments. 

 Th e policy-planning network also shows how seemingly independent 
experts, who often provide new policy ideas, fi t into the power equation. Th ey 
do their work as employees and consultants of key organizations in the network. 
Th ese organizations give them fi nancial support, confer legitimacy on their eff orts, 
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 

 4
Th e Policy-Planning Network 
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respectable or legitimate expertise by the mass media and government, this exper-
tise does not go unchallenged. Th ere also exists a small group of think tanks and 
advocacy groups fi nanced by liberal foundations, wealthy liberals, unions, and 
direct mail appeals. Some of these liberal policy organizations also receive fund-
ing from major foundations controlled by moderate conservatives, to the great 
annoyance of ultraconservatives. In addition, there are many academic experts at 
university research institutes that try to remain above the fray, but most of them 
are more marginal on power issues than they are portrayed to be in the media and 
in biographical accounts of their lives, which focus too readily on individuals who 
wrote articles or registered protests after the new initiatives were well under way. 

 As the annoyances expressed by the ultraconservatives reveal, the corporate-
fi nanced policy network is not totally homogeneous. Refl ecting diff erences of 
opinion within the corporate community, the moderate and ultraconservative 
subgroups have long-standing disagreements. Th e ultraconservative organiza-
tions are the ones most often identifi ed with “big business” in the eyes of many 
social scientists and the general public. In the past they opposed the expansion 
of trade with Europe and Asia, as well as any type of government regulation or 
increases in various types of government social insurance. Th e fact that they are 
generally nay-sayers who lost on several highly visible spending issues in the tur-
moil of the 1960s and early 1970s is one reason media commentators and some 
social scientists doubt that the corporate community is the dominant infl uence in 
shaping government policy. However, most of these diff erences were smoothed 
over between 1975 and 2012 because the ultraconservatives accepted the need for 
an expansion of trade and the moderate conservatives decided that cutbacks in 
government spending on social programs were necessary. 

 Since the late 1990s, the two groups have developed new diff erences over 
foreign policy. Th e internationally oriented moderate conservatives, 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. Th ey think they won the Cold War by patiently containing the Soviet 
Union and waiting for its nonmarket economy to fail, all the while working with 
Soviet leaders on arms control and other issues. Th e 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 the disdain for the United Nations that were visible 
in George W. Bush’s administration. Assertive nationalists, ignoring the fact that 
Soviet premier Mikhail Gorbachev knew full well that the country’s economy 
needed major adjustments, believe they won the Cold War by increasing defense 
spending in the early 1980s and arming the mujahideen to fi ght the Soviets in 
Afghanistan, thereby forcing the Soviets into an unwinnable arms race that ruined 
their economy and contributing to their defeat in Afghanistan. Th ey thought that 
the kind of bold initiatives allegedly taken during the Reagan administration 
would work in Iraq, Iran, and North Korea, but all of them backfi red (Daalder 
and Lindsay 2003). 
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 No one factor has been shown by systematic studies to be the sole basis for 
the division into moderates and ultraconservatives within the corporate commu-
nity. Th e basis for their diff erences therefore remains an unsolved puzzle. Th ere 
is a tendency for the moderate organizations to be directed by executives from 
the very largest and most internationally oriented of corporations, but there are 
numerous exceptions to that generalization. Moreover, there are corporations that 
support policy organizations within both policy subgroups. Th en, too, there are 
instances in which some top offi  cers from a corporation will be in the moderate 
camp and others will be in the ultraconservative camp. Th ere is clearly a need for 
much more research on this issue while avoiding any attempts to reduce the divi-
sions to diff erences in economic interests. For all their disagreements, however, 
leaders within the two clusters of policy organizations have a tendency to search 
for compromise policies due to their common membership in the corporate com-
munity, their social bonds, and the numerous interlocks among all policy groups. 
When compromise is not possible, the fi nal resolution of policy confl icts often 
takes place in legislative struggles in Congress, which are discussed in Chapter 7. 

 In considering the information that follows, it is important not to be overly 
impressed with the outcome of these eff orts at policy planning. For all their educa-
tion, fi nancial backing, and media attention, the experts involved in this network 
are wrong far more than they are right. Th ey are as likely to screen out information 
that does not fi t with their biases and sense of self-importance as anyone else. Th ey 
are also as susceptible to subtle social pressures to arrive at a consensus as any other 
group of people. Th ere is no better evidence for these points than the certitudes 
that were expressed by most foreign policy experts within the policy-planning net-
work about the ease with which Iraq could be transformed, or the certainty with 
which most economists in the network said that the economy could prosper with-
out much government oversight because of the self-regulating nature of markets. 

 Nor were there any prominent experts within the policy-planning network 
that listened to the warnings by several liberal economists about the dangers of 
the rapid rise in housing prices in the early years of the twenty-fi rst century. Based 
on historical experience with housing and stock market bubbles, as well as sound 
economic analyses based on mainstream theories, the liberal economists predicted 
that the bubble was certain to burst and create a huge drop in consumer demand, 
which would bring about a serious recession, if steps were not taken to defl ate the 
bubble gradually (Baker 2009; Krugman 2012). 

  AN OVERVIEW OF THE POLICY-PLANNING NETWORK 

  Th e policy-planning process begins in corporate boardrooms, social clubs, and infor-
mal discussions, where problems are identifi ed as “issues” to be solved by new poli-
cies. It ends in government, where policies are enacted and implemented. In between, 
however, there is a complex network of people and institutions that plays an impor-
tant role in sharpening the issues and weighing the alternatives. Th is network has 
three main components—foundations, think tanks, and policy-discussion groups. 
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  Foundations  are tax-free institutions created to give grants to both individuals 
and nonprofi t 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. 
Th ey are an upper-class adaptation to inheritance and income taxes, that is, another 
strategy in the eff ort to keep government as small as possible. In eff ect, they provide 
a means by which wealthy people and corporations can decide how to spend what 
otherwise would have been tax payments, the expenditure of which are decided by 
elected offi  cials. From a small beginning at the turn of the twentieth century, foun-
dations have become a very important factor in shaping developments in higher 
education and the arts, and they play a signifi cant role in policy formation as well. 
Although the grants they give to think tanks and policy-discussion groups each 
year are essential to the functioning of those organizations, the amount of money 
involved is small compared to what they provide to education, research, charity, and 
cultural organizations. “To a Wall Streeter, intellectuals are pretty cheap,” a senior 
fellow at one policy-discussion group told a  New York Times  reporter. “Th ere are 
wedding rings that cost more than I do” (Bumiller 2008, p. A12). 

 Historically, the Rockefeller Foundation, based in an oil fortune; the Carnegie 
Corporation, based in a steel fortune; the Ford Foundation, based in the Ford fam-
ily’s automotive fortune; and the Sloan Foundation, based in a General Motors 
fortune, were the most infl uential. After the 1970s they were joined by a new set 
of heavily endowed liberal and moderate-conservative foundations as well as by 
several somewhat smaller, but highly coordinated ultraconservative foundations. 
Beyond these several dozen large foundations, there are tens of thousands of small 
family foundations that allow wealthy individuals to provide support for charities 
and high culture at the local and state levels, and they sometimes give modest gifts 
of $50,000 to $500,000 to national-level nonprofi ts on whose boards they serve. 

  Th ink tanks  are nonprofi t organizations that provide settings for experts in 
various academic specialties to devote all of their time to the study of policy alter-
natives, free from the teaching, committee meetings, and departmental duties that 
are part of the daily routine for most members of the academic community. Sup-
ported by foundation grants, corporate donations, donations from wealthy indi-
viduals, and government contracts, think tanks are a major source of the new policy 
prescriptions discussed in the policy-planning network. In the language of sociol-
ogy, they are “intermediate organizations” because they incorporate aspects of “aca-
demia, politics, business, and the market” (Medvetz 2012a, p. 113; Medvetz 2012b). 

 Th e  policy-discussion organizations  are nonpartisan groups that bring together 
corporate executives, lawyers, academic experts, university administrators, govern-
ment offi  cials, and media specialists to talk about general problems such as foreign 
aid, international trade, and environmental policies. Using discussion groups of 
varying sizes, these organizations provide informal and off -the-record meeting 
grounds in which diff erences of opinion on various issues can be aired and the 
arguments of specialists can be heard. In addition to their numerous small-group 
discussions, they encourage general dialogue by means of luncheon speeches, writ-
ten reports, and position statements in journals and books. Taken as a whole, the 
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several think tanks and policy-discussion groups are akin to an open forum in 
which there is a constant debate concerning the major problems of the day. Th eir 
conclusions are publically available for anyone to read because they are summa-
rized in newspaper stories and published in annual reports, pamphlets, and books. 

 Th e organizations in the policy-planning network are interlocked with one 
another and the corporate community in terms of both common trustees and 
funding.  Figure 4.1  presents an overview of the network, with linkages expressed 
in terms of (1) trustee interlocks, (2) money fl ows, and (3) the fl ow of ideas and 
plans. Anticipating the discussion of how the corporate community shapes gov-
ernment policy in Chapter 7, the fi gure shows some of the ways in which the 
“output” of the policy-planning network reaches government. 

 Figure 4.1 Th e Flow of Policy from the Corporate Community and Upper Class 
to Government through the Policy-Planning Network 
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  For purposes of this chapter, the main emphasis in terms of money fl ows is on 
foundation grants, but it is important to underscore that they provide only one-third 
to two-thirds of the annual budgets for most of the think tanks and policy-discussion 
groups in the network (Staples 2012a). Th is is because the support provided by wealthy 
individuals and corporate treasuries is not as easily traced as foundation grants, which 
have to be reported to the Internal Revenue Service and are usually summarized in 
a foundation’s annual reports. In recent decades the IRS fi lings have been cumulated 
and made available to everyone by the Foundation Center in New York by means of its 
 Foundation Directory Online , which is usually available without charge at local commu-
nity foundations. Th us, information on foundation grants is invaluable in developing a 
systematic understanding of the policy-planning network because this information is 
both governmentally mandated and readily accessible in a highly useful format. 

 No one type of organization in the network is more important than the others. 
It is the network as a whole that shapes policy alternatives, with diff erent organiza-
tions playing diff erent roles on diff erent issues. It is also the case that new crises 
spawn new organizations and that established organizations can decline in impor-
tance if they outlive their usefulness. One such fading group, the Committee for Eco-
nomic Development, is discussed later in the chapter. New archival fi ndings on the 
confl icts that divided its members between 1970 and 1975 shed light on the more 
conservative direction that many moderate conservatives took in the early 1970s. Th is 
general “right turn” reduced the impact of the Committee for Economic Develop-
ment because the CEOs of the largest corporations transferred their time and money 
into other organizations in the policy-planning network (Domhoff  2013). 

    CORPORATE INTERLOCKS WITH THINK TANKS 
AND POLICY GROUPS 

  Th e extent of the overlap between the corporate community and the policy-planning 
network implied in  Figure 4.1  is demonstrated by a three-step analysis that builds 
on the  Fortune  500 database used in Chapter 2 to study the corporate community. 
In the fi rst step, the directors of 46 think tanks and specialized policy-discussion 
groups, such as the Council on Foreign Relations, were added to the  Fortune  500 
database. As part of this step, the members of the six major business groups were 
purposely excluded in order to see if think tanks and specialized policy-discussion 
groups have direct connections to  Fortune  500 fi rms. Th is fi rst step showed that 
nine think tanks and specialized policy-discussion groups were among the 15 most 
central organizations in the network, with most ultraconservative and liberal think 
tanks more peripheral, or absent from the network altogether (Staples 2013). 

 In the second step, the six major business groups, several of which double as 
discussion groups within the policy-planning network, were reinserted into the data-
base. As might be expected from the results in Chapter 2, three of them (the Business 
Roundtable, the Business Council, and the Committee for Economic Development) 
were the most central organizations in the enlarged database. Th ey were joined in 
the top 25 by the other three general business groups, the nine think tanks and 
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specialized policy-discussion groups from the fi rst step, and 10 large corporations. 
More generally, 497 of the 552 organizations (90 percent) of the organizations in 
the combined corporate community and policy-planning network were connected to 
each other either directly or indirectly, which is slightly higher than the fi gure for the 
 Fortune  500 by themselves (87.5 percent), as reported in Chapter 2 (Staples 2013). 
Th us, the fi rst two steps in the study made it possible to establish that the corporate 
community and the policy-planning networks are almost completely integrated into 
one larger network. Th e 40 highest-ranking organizations in the complete database 
of  Fortune  500 fi rms, business groups, and think tanks are listed in  Table 4.1 . 

 Table 4.1 Th e 40 Highest-Ranking Organizations in the Combined Corporate and 
Policy-Planning Networks 

     Ranking     Organization     Ranking     Organization  

        1     Business Roundtable     21     National Bureau of
    Economic Research  

      2     Business Council     22     Chevron   

     3     Committee for Economic     23     Deere   
         Development             

     4     Brookings Institution     24     Eli Lilly   

     5     Center for Strategic and     25     General Electric   
         International Studies             

     6     Institute for International Economics     26     Pfi zer  

      7     National Association of Manufacturers     27     3M  

      8     Atlantic Council     28     AT&T  

      9     Chamber of Commerce     29     American Express  

    10     Council on Foreign Relations     30     Boeing  

    11     Aspen Institute  1       31     FedEx  

    12     Marathon Oil     32     Medtronic  

    13     American Enterprise Institute     33     Aetna  

    14     Caterpillar     34     Coca-Cola  

    15     IBM     35     ConocoPhillips  

    16     RAND Corporation     36     General Mills  

    17     United Technologies     37     McDonald’s  

    18     Alcoa     38     Verizon  

    19     Conference Board     39     Wells Fargo  

    20     Ford Motor     40     Abbott Laboratories     

   1  Although the Aspen Institute is usually listed as a think tank, it does not issue specifi c policy 

recommendations with a corporate imprimatur, and it is best described as a general discussion center 

and a training ground for future leadership.  

  Source:  Staples 2013. 
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  Th e centrality of the business groups in relation to the think tanks and cor-
porate community was demonstrated in the third step of the study. It used the 
members of the Business Council and Business Roundtable as the starting point 
for an “egonet” to determine the extent to which the combined corporate commu-
nity and policy-planning networks could be reproduced with just the 271 people 
who were in one or both of those groups. It revealed that 40 percent of the orga-
nizations were connected directly or indirectly to the Business Council and the 
Business Roundtable (Staples 2013). Th is is strong testimony to the centrality of 
these two business groups and to the integration of the corporate community and 
the policy-planning network at the director level. 

 Th ese several fi ndings are consistent with studies of corporate directors 
from the 1970s, 1990s, and early 2000s, which obtained similar results using a 
smaller number of corporations as a starting point (Dolan 2011, Chapter 4; Moore, 
Sobieraj, Whitt, Mayorova, and Beaulieu 2002; Salzman and Domhoff  1983). Th ey 
are also consistent with two studies focused exclusively on the trustees of 12 think 
tanks and policy groups for 1973, 1980, 1990, and 2000 (Burris 1992; Burris 2008). 

 With the overlap between the corporate community and the policy-planning 
network documented for a period of several decades, it is possible to look at founda-
tions, think tanks, and policy-discussion groups in more detail to show how they 
shaped major new policies throughout the twentieth and early twenty-fi rst centuries. 

    FOUNDATIONS 

  Among the 65,000 to 75,000 foundations that exist in the United States, with 
some going out of business each year and new ones being added, only a few dozen 
have the money and interest to involve themselves in funding programs that have 
a bearing on national-level public policy. Foundations are of four basic types: 

1.    According to the authoritative  Guide to U.S. Foundations , published by 
the Foundation Center, there were about 8,300  independent  founda-
tions among the largest 10,000 foundations in 2010–2011, all of which 
were created by families to serve a wide variety of purposes. Most were 
relatively small and local. Only about 10 percent of them donated 
over $500,000 a year, led by the Gates Foundation in 2011, based on a 
Microsoft fortune, with $2.5 billion; the Walton Family Foundation, 
based on a Wal-Mart fortune, with $1.5 billion; the Ford Foundation, 
with $424.7 million; and the Robert Wood Johnson Foundation, based 
on a medical supplies fortune, with $359.2 million. Another 21 family 
foundations gave $100 million or more.  

2.   Th ere were 884 major  corporate  foundations for the same two-year 
period, which are mostly funded on a year-by-year basis by the cor-
porations that sponsor them. Th eir number and importance increased 
greatly after the 1970s, and they provided $4.7 billion in donations 
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in 2010. Th e Bank of America Foundation headed the list with 
$190.7 million, followed by the Wal-Mart Foundation ($164.1 million), 
the JPMorgan Chase Foundation ($133.8 million), the GE Foundation 
($112.2 million), and the ExxonMobil Foundation ($72.2 million).  

3.   Th ere were 446  community  foundations at the local level, which are 
designed to aid charities, voluntary associations, and special projects in 
their home cities. Th ey receive funds from a variety of sources, includ-
ing independent foundations, corporate foundations, and wealthy 
families. Boards that include both corporate executives and commu-
nity leaders usually direct them. In some cities, such as Cleveland, the 
community foundation is an integral part of the local power structure 
(Tittle 1992). Th e community foundation in New Orleans, directed by 
leaders in the city’s growth coalition, proved to be a useful conduit for 
outside donations to help the city after Hurricane Katrina in 2005, and 
in the rebuilding process the city was reconfi gured more to the liking of 
major landowners, developers, and the tourism industry (BondGraham 
2011). A few of the larger community foundations give money outside 
of their local area, usually at the direction of a wealthy donor that has 
set up a separate fund within the foundation, thereby saving adminis-
trative costs.  

4.   Finally, there were 291 foundations that used their money to fi nance 
a particular museum, garden project, or artistic exhibit. Th ey are called 
 operating  foundations and are not of concern in terms of the policy-
planning process. Operating foundations contribute to the control of 
the fi ne arts and high culture by the corporate rich.  

  Th e general importance of foundations to the other organizations in the 
policy-planning network is revealed in summary fi gures brought together and ana-
lyzed by sociologist Cliff ord Staples (2013) using the  Foundation Directory Online.  
Between 2003 and 2011, 1,260 foundations gave $1.9 billion via 10,549 individual 
grants to the 41 most prominent think tanks and specialized policy-discussion 
groups. However, the 25 largest foundations alone accounted for over 71 percent 
of the total donations. 

 Th e fi rst extensive study of the relationship of policy-discussion groups to 
foundations and think tanks, carried out with information 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. Th ese 
20 foundations led to a group of 31 think tanks and policy-planning groups that 
received grants from three or more of these foundations (Colwell 1980; Colwell 
1993). Th is analysis also demonstrated that a set of policy groups and think tanks 
identifi ed with ultraconservative programs were linked to a separate set of foun-
dations. Th e fi ndings on the ultraconservative foundations were confi rmed in 
another study that used tax returns to reveal that 12 foundations provided half the 
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funding for the American Enterprise Institute as well as 85 percent or more of 
the funding for the other prominent ultraconservative think tanks (Allen 1992). 
Corporate foundations also supported some of these groups, but they gave dona-
tions to the moderate-conservative groups as well. Th e continuing nature of this 
relationship was demonstrated in a study of an even large number of ultraconser-
vative foundations that provided donations to a wide range of ultraconservative 
think tanks between 2003 and 2011 (Staples 2013). 

 Upper-class and corporate representation on the boards of the large general-
purpose foundations that give policy-oriented grants to the most central think 
tanks and policy groups has been documented in several past studies. In a study 
of the 12 largest foundations in the 1960s, for example, it was found that half the 
trustees were members of the upper class (Domhoff  1967, pp. 64–71). A study 
of corporate connections into the policy network in the 1970s showed that 10 of 
these 12 foundations had at least one connection to the 201 largest corporations; 
most had many more than that (Salzman and Domhoff  1983). Since that time, 
due to a combination of factors, including smaller boards, an eff ort to diversify 
on the basis of gender and color, and the addition of a few directors from other 
countries, the director links between the largest foundations and the corporate 
community declined somewhat, as shown by a quick look at the board of trustees 
for 2011 for the Ford and Rockefeller foundations. 

 At the Ford Foundation, the only corporate executives on the 13-person 
board were a senior director of Goldman Sachs, who also sat on the board of the 
State Street Corporation (a fi nancial company) and taught at the Harvard Business 
School; the CEO of Sonic Corporation, a drive-in restaurant company headquar-
tered in Oklahoma City, with 3,500 outlets in 43 states; and the co-founder of 
Infosys Technologies, an international software services fi rm in India. Th ere were 
also two investment advisors, one a former senior advisor at Morgan Stanley. Th e 
board also included two corporate lawyers, a professor at MIT, and the presidents 
of Planned Parenthood, the Japanese American National Museum in Los Angeles, 
and the University of Texas at Brownsville. Th e foundation’s president rounded 
out the board; he was formerly a director of McKinsey & Company, a manage-
ment consulting fi rm. As for the Rockefeller Foundation, nine of the 13 trustees 
are active in the corporate world, seven as directors on a dozen  Fortune  500 boards 
and one as the founder and CEO of a major Internet and cellular company in 
South Africa. Th e ninth trustee active in the corporate world is also the chair of 
the foundation’s board, David Rockefeller Jr., the son of the former chair of Chase 
Manhattan Bank, one of the banks that became part of JPMorgan Chase. In 1991 
Rockefeller Jr.’s cousins elected him as president of the family’s Rockefeller Finan-
cial Services, a $3 billion holding company that manages the family’s stockhold-
ings, real estate interests, and other assets. Another trustee is the minister of fi nance 
for Nigeria. Th e remaining three are the president of the University of Texas at 
El Paso, a former Harvard professor of microbiology and molecular genetics who 
became a senior associate in biology at the California Institute of Technology when 
she retired, and a retired Supreme Court justice, Sandra Day O’Connor. 
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 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 . Th en 
they create special commissions within the foundation itself or search out appro-
priate organizations to undertake the project. A few foundations have become so 
committed to a specifi c issue that they function as a policy-discussion organiza-
tion on that topic. Th e Ford Foundation provides the best example of this point 
because it became involved in two of the main issues of the 1960s, environmen-
talism and the tensions that arise when downtown business districts attempt to 
expand into nearby low-income neighborhoods, which have persisted ever since. 

 First, it played a major role in creating and sustaining the mainstream orga-
nizations that have been the leaders of the environmental movement for many 
decades. Its conference on resource management in 1953 and subsequent start-up 
funding led to the founding of the fi rst and most prominent environmental think 
tank, Resources for the Future. Th is organization broke new ground by incorpo-
rating market economics into thinking about 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  between jobs and environmental regulation. Th ey also pointed out 
that there was money to be made in cleaning up the air and water. Th eir work reas-
sured moderate conservatives that most environmental initiatives were completely 
compatible with the current economic system, contrary to the angry outcries of 
ultraconservatives (Alpert and Markusen 1980; Goodstein 1999). 

 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 personnel infrastructure for eff orts to con-
trol pesticides and industrial waste. At the same time, the foundation put large 
sums into the land-purchase programs of Nature Conservancy and the National 
Audubon Society. It also encouraged environmental education and citizen action 
through grants to municipal conservation commissions and the nationwide Con-
servation Foundation, the latter founded by the Rockefeller family as a combined 
think tank and policy-discussion group (Robinson 1993). Th e new militant wing 
of the environmental movement soon moved beyond the purview envisioned by 
the moderate conservatives, inspired in part by Rachel Carson’s book  Silent Spring  
(1962), but the fact remains that much of the early grassroots movement was 
encouraged and legitimated by major foundations and some of the established 
environmental groups funded by them. As an Audubon Society biologist who 
read Carson’s book in galleys later said, “She had it right,” but he also added, “It’s 
a fabrication to say that she’s the founder of the environmental movement. She 
stirred the pot” (Griswold 2012, p. 39). 

 In the 1970s the Ford Foundation aided environmentalists in another way 
by backing several new environmental law fi rms 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 (NRDC), by bringing together several Wall 
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Street corporate lawyers with a group of young Yale Law School graduates who 
wanted to devote their careers to environmental law. Ford then gave the new orga-
nization $2.6 million between 1970 and 1977. Between 1971 and 1977, 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. Many of the young leaders in these organizations became 
senior spokespersons for the environmental movement in later decades (Mitchell 
1991; NRDC 1990). 

 Appointees to the Nixon administration from the mainstream environmen-
tal groups helped secure tax-exempt status for the environmental law fi rms. Th ey 
then presided over the creation of the federal government’s Council on Environ-
mental Quality and the Environmental Protection Agency. Indeed, the origins 
of these agencies provide an ideal example of how moderate conservatives create 
policies that are later reinterpreted 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 (Dowie 
1995). Although the Ford Foundation continued to give environmental grants, 
mostly to organizations in other nations, its support for American environmental 
groups was more modest after these organizations were fi rmly established. How-
ever, several dozen major foundations, including corporate foundations, picked up 
the slack. 

 Second, the Ford Foundation became the equivalent of a policy group on 
the issue of urban unrest in the late 1950s, creating a wide range of programs 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 Johnson administration in 1964. Once the War 
on Poverty was launched, the Ford Foundation donated tens of millions of dollars 
to support for community-action organizations and groups formed by communi-
ties of color in the inner cities, with a strong focus on the millions of African 
Americans who were being displaced (Domhoff  2013, Chapters 6 and 7). Th ese 
investments were seen at the time as a way of encouraging insurgent groups to 
take a nonviolent and electoral direction in addressing the obstacles they encoun-
tered. By the 1970s, when the social disruption had subsided, ultraconservatives 
began to criticize the Ford Foundation for its support for what they called “liberal 
experiments.” However, the foundation persisted in this support, which was seen 
by moderate conservatives in the corporate community as a sensible way to incor-
porate people of color into the larger society. (For a detailed account of the Ford 
Foundation’s leadership on urban issues, see the document “Th e Ford Foundation 
in the Inner City” on  whorulesamerica.net .) 

 Foundation funding was also essential for three Mexican American advo-
cacy organizations: the National Council of La Raza, the Mexican American 
Legal Defense and Educational Fund, and the Industrial Areas Foundation’s 
network of city-level organizations in Texas. All three developed during the tur-
moil of the 1960s and continued their work thereafter. A study of their income 
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statements fi led with the Internal Revenue Service over the 10-year period from 
1991 to 2000 showed that most of them received virtually all of their money from 
a handful of foundations, led by the Ford Foundation, the Rockefeller Foundation, 
and the Mott Foundation (based on a General Motors fortune). Furthermore, the 
Ford Foundation took an active role in the establishment of the National Council 
of La Raza and the Mexican American Legal Defense and Educational Fund to 
begin with (Marquez 1993). 

 Th e absence of any local or membership fundraising in the case of the 
Industrial Areas Foundation affi  liates came as a surprise. Th e inspiration for its 
eff orts, Saul Alinsky, emphasized that outside funding should be used only at the 
outset of an organizing eff ort to ensure that local volunteer leadership controlled 
the grassroots groups. With only two or three exceptions in the seven cities in 
which the project operated, most of their monies came from large foundations 
and local businesses, and none had a majority of its funding from neighborhood 
members. Th e funding for these organizations increased greatly after they set up 
an Interfaith Education Fund, which became a conduit for foundations. In eff ect, 
organizers paid by foundations were the people that managed the Industrial Areas 
Foundation affi  liates in Texas, even though local volunteer leadership nominally 
controlled them (Marquez 2003). 

 Th e ongoing importance of large foundations to these groups is demon-
strated by the fact that the Mexican American Legal Defense and Educational 
Fund received $27.1 million in donations from 56 foundations between 2003 and 
2011, with 70 percent of it coming from the Ford Foundation ($10.2 million), BP 
($3.8 million), the Marguerite Casey Foundation ($1.5 million), the Gates Foun-
dation ($1.3 million), and three other foundations that gave $1 million or more. 
In the case of the National Council of La Raza, which received $96.5 million from 
79 foundations, 85 percent of it came from the 22 foundations that gave $1 mil-
lion or more, led by the Gates Foundation ($16.2 million), the Bank of America 
($12.2 million), Pepsico ($9.2 million), the Annie Casey Foundation ($5.5 mil-
lion), and the Wal-Mart Foundation ($4.8 million) (Staples 2013). Th e interme-
diary role of the Interfaith Education Fund for the Industrial Areas Foundation in 
Texas continued in an expanded form, as shown by a listing of its seven top donors 
in  Table 4.2  (on page 87). 

  Foundations funded several other major advocacy groups between 2003 and 
2011 in varying patterns and degrees of intensity. For example, the Ford Foun-
dation was a strong supporter of the NAACP Legal Defense and Educational 
Fund with donations totaling $13.2 million. It was joined by several other family 
foundations with total grants in the million-dollar range, as well as the New York 
Community Trust, which gave $3.8 million, but by very few corporate foundations. 
On the other hand, corporate foundations were frequent donors of $1 million 
or more to two other organizations that advocate for African Americans, the 
United Negro College Fund and the Urban League, although their donations 
were dwarfed in the case of the United Negro College Fund by $61.1 million 
from the Gates Foundation, $11.4 million from the Andrew Mellon Foundation 
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(the 10th-largest family foundation), and $10.7 million from the Kresge Founda-
tion (the 12th-largest family foundation). 

 Corporate foundations also steered clear of advocacy groups for women, 
which received most of their foundation support from family foundations. Th e 
Ford Foundation gave $13.3 million to the Ms. Foundation, and the Kellogg 
Foundation (the sixth-largest family foundation) provided another $3.8 million. 
When it came to Planned Parenthood, which is under incessant pressure from 
ultraconservatives, four family foundations were at the forefront, starting with 
the ninth-largest family foundation, the Susan Th ompson Buff ett Foundation, 
named after the late wife of investor Warren Buff ett and chaired by their daugh-
ter. Large contributions also came from the fi fth- and seventh-largest family 
foundations, the Hewlett Foundation and the Packard Foundation. Both of these 
foundations derive from the large fortunes made by William Hewlett and David 
Packard as the founders of Hewlett-Packard, ranked No. 11 on the  Fortune  500 
list in 2011. Th e Gates Foundation, the largest family foundation in the coun-
try by many orders of magnitude, also provided large donations. Th e specifi c 
amounts provided by these four family foundations to Planned Parenthood at the 
national level (the Susan Th ompson Buff ett Foundation also gave tens of millions 
to Planned Parenthood’s state, local, and international affi  liates) are presented in 
 Table 4.3  (on page 88). 

  Th e Ford Foundation’s support for disadvantaged people of color, low-
income children, women, and the environmental movement led to the claim that 
it became a “liberal” organization in the 1960s, despite its corporate-dominated 
board of trustees at the time, including the chairman of the Ford Motor Company, 
Henry Ford II. However, this conclusion confuses liberalism with a moderate 

 Table 4.2 Foundations Donating over $600,000 to the Interfaith Education Fund, 
2003–2011 

     Foundation Name     No. of Grants     Total Donations  

      Ford Foundation       5     $  4,600,000  

    Mott Foundation     12     $  3,200,000  

    Marguerite Casey Foundation (UPS family)       7     $  1,380,000  

    Annie Casey Foundation (UPS family)     10     $  1,285,000  

    Gates Foundation       1     $     954,216  

    Open Society  1         3     $     750,000   

   Cummings Foundation       3     $     637,500   
    (founder of Sara Lee Corporation)             

   All Foundations = 16     55     $14,519,716     

   1  Th is organization, funded by a billionaire investor George Soros, was called the Open Society 

Institute until 2011, and then renamed the Foundation to Promote Open Society.  

  Source: Foundation Grants Directory Online  (2012). 
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conservatism that is supportive of changes that do not challenge the class struc-
ture. Incorporation into the current system is one thing; altering power balances 
between the corporate community and its main rivals is another. 

 Th is diff erence is demonstrated by the fact that the Ford Foundation took a 
very diff erent stance on issues that involve class confl ict, as seen in the foundation’s 
support for opposition to unionization eff orts. In 1967, for example, the Ford 
Foundation entered into an emerging confl ict over public employee unions by 
fi nancing a think-tank study that was very negative toward unions. Th en, in 1970, 
it provided $450,000 to three associations of government managers—the U.S. 
Conference of Mayors, the National League of Cities, and the National Asso-
ciation of Counties—to establish the Labor-Management Relations Service, an 
organization intended to help government managers cope with eff orts at union 
organizing. One year later this organization set up the National Public Employer 
Labor Relations Association with money from the Ford Foundation and other 
foundations (Miller and Canak 1995). Publications from these two organiza-
tions provided advice on defeating organizing drives and surviving strikes. Th ey 
suggested contracting out public services to private businesses to avoid unions 
and decrease wage costs. Th is opposition to public employee unions is consistent 
with the distance that all major foundations have kept from the labor movement 
(Magat 1999). 

 As shown by both the systematic data and the several mini–case studies 
presented in this section, foundations are an integral part of the policy-planning 
process as sources of funds and as program initiators. Contrary to the usual per-
ceptions, they are not merely donors of money for charity and value-free aca-
demic research. Th ey are extensions of the corporate community in their origins, 
leadership, and goals. 

    THINK TANKS 

  Th e most sustained research and brainstorming within the policy-planning net-
work usually takes place in various think tanks. Experts bring any new initiatives 
that survive criticism by other experts to the policy-discussion groups for discus-
sion, modifi cation, and possible use by the corporate leaders. Among the relative 

 Table 4.3 Donations to Planned Parenthood by Four Large Family Foundations 

     Foundation     Family Foundation Ranking     Total Donations  

      Buff ett Foundation     No. 9     $184,900,000  

    Hewlett Foundation     No. 5      $41,000,000  

    Gates Foundation     No. 1      $33,500,000  

    Packard Foundation     No. 7      $16,100,000  

     Source: Foundation Directory Online  (New York: Th e Foundation Center, 2012). 
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handful of major think tanks, some highly specialized in one or two topics, the 
most important are Th e Brookings Institution, the American Enterprise Insti-
tute, the Urban Institute, the National Bureau of Economic Research, the RAND 
Corporation, the Atlantic Institute, and the Center for Strategic and Interna-
tional Studies. Th eir eff orts are sometimes augmented by advice from professors 
at institutes and centers connected to universities, especially in the area of foreign 
relations, but these university institutes are one step removed from the policy-
planning network, as explained in the next section. 

 Th ree highly visible general-purpose think tanks—Th e Brookings Institution, 
the American Enterprise Institute (AEI), and the Heritage Foundation—vie for 
attention and infl uence in Washington. Th e 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. Centrist in its orientation, it ranked 
No. 4 in centrality in the combined corporate community and policy-planning net-
works in 2010, received $164.2 million in grants from foundations between 2003 
and 2011, and had a budget of about $90 million in 2010. By comparison, the ultra-
conservative AEI ranked No. 13 in centrality, received $56.2 million in foundation 
grants between 2003 and 2011, and had a budget of about $30 million in 2010. 
Finally, the even more ultraconservative Heritage Foundation ranked No. 321 in 
the overall network, but received much more money by way of foundation grants 
($77.8 million) and had a far larger budget ($80 million in 2010) than did its ultra-
conservative rival, the AEI (Staples 2013). 

 Th e Brookings Institution is sometimes said to be a liberal think tank, 
but that is a misperception generated by the presence of a few liberal members 
and overblown media complaints by ultraconservatives. Th e fact that Keynesian 
economists from Brookings advised the Kennedy and Johnson administrations 
also contributed to this stereotype.  *   In fact, the Brookings Institution always has 

 * For purposes of this book, the essence of “Keynesian economics” is that governments need to tem-

porarily spend more money, run larger defi cits, and/or lower interest rates in times of recession and 

depression because (1) consumers are not able to generate suffi  cient demand through their purchases 

and (2) businesses are unwilling to make investments because consumers do not have the money to buy 

new products. Conversely, when the economy is strong and infl ation might develop, Keynesian eco-

nomics suggests that the government should move closer to a balanced budget, impose higher taxes on 

the wealthy and well-to-do, and/or raise interest rates. Th is is not “liberalism,” but an economic model 

based on economic analysis and historical experience. Th e originator of this theory, British economist 

John Maynard Keynes, thought that it had moderately conservative implications. As explained later in 

the chapter in the discussion of the Committee for Economic Development, even corporate moderates 

rejected most of the theory because they did not like the idea of government spending (for political 

reasons) and did not like the prescription of higher taxes on them to balance the budget and restrain 

demand when the economy is at risk for higher infl ation. Instead, they preferred the aspect of Keynes-

ian theory that relies strictly on changes in interest rates by the Federal Reserve Board, which is the 

government agency they shape and trust the most through their service on the boards of directors for 

the 12 Federal Reserve Banks throughout the country. 
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been in the mainstream or on the right wing. Although some of its economists 
were important advisors to the Democrats in the 1960s, they were also among the 
most important advisors to the corporate moderates in the Committee for Eco-
nomic Development as well, and by 1975 these same economists were criticizing 
government initiatives in ways that later were attributed to the employees of the 
American Enterprise Institute (Peschek 1987). 

  Th e Brookings Institution’s most noteworthy eff ort in the mid-2000s, 
the Hamilton Project, named after the fi rst secretary of the treasury, Alexander 
Hamilton, was aimed at infl uencing future Democratic administrations. It brought 
together leaders in various types of fi nancial companies, economists, and policy 
experts from several think tanks in 2006 to write reports on such topics as eco-
nomic growth, the federal budget, and international trade. It was sponsored by one 
of  Th e Brookings Institution’s most prominent trustees at the time (a former chair 
of Goldman Sachs and the secretary of the treasury for four years in the Clinton 
administration). Several of its participants did end up consulting for President 
Obama’s 2008 economic transition team, and two economists in the group were 
appointed to the new president’s White House staff . 

 Th e American Enterprise Institute, formed in 1943 as an adjunct to the U.S. 
Chamber of Commerce, had little money and no infl uence 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 eff orts received a large boost in 1972 after the Ford Foundation 
gave him a $300,000 grant (the equivalent of a grant of $1.7 million in 2012). But 
as already shown, the AEI still received less money from foundations than did Th e 
Brookings Institution, and its budget was only one-third as large as the Brookings 
budget in 2010. 

 Th e Heritage Foundation, created in 1974, is the most recent and famous of 
the Washington think tanks. It is wrongly thought to refl ect current wisdom in the 
corporate community, but it is actually the product of a few extremely conservative 
men of inherited wealth. Th e most important of these founding ultraconservatives 
were members of the Coors family, which then owned the beer company that 
bears their name (Bellant 1991). Richard Mellon Scaife, a major inheritor of a 
huge aluminum, steel, and banking fortune, which was assembled by the Mellon 
family of Pittsburgh beginning in the nineteenth century, served on the board of 
trustees of the Heritage Foundation and was close behind the Coors family in his 
donations. 

 Unlike the AEI, the Heritage Foundation usually made no eff ort to hire 
established experts or build a record of respectability within the academic or 
policy communities. Instead, it hired young ultraconservatives that were willing 
to attack all government programs and impugn the motives of all government 
offi  cials as bureaucratic empire builders. While this approach did not endear the 
Heritage Foundation to its counterparts in Washington, it did lead to second-
level staff  positions in the Reagan, George H. W. Bush, and George W. Bush 
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administrations, which needed people to carry out their antigovernment objec-
tives. Ironically, a substantive idea from a Heritage Foundation report in the early 
1990s concerning health insurance was built into the health insurance program 
that Mitt Romney signed while he was governor of Massachusetts in 2006. It 
mandated the purchase of insurance by all adults as a necessary ingredient in mak-
ing a universal private insurance program feasible and profi table for insurance 
companies. Th is mandate then became a key feature, insisted upon by the insur-
ance companies, in the Patient Protection and Aff ordable Care Act (“Obamacare”) 
passed in 2010, but by that time all ultraconservatives had rejected the idea and 
opposed the bill (Quadagno 2012). 

    THE MIXED ROLE OF UNIVERSITIES IN AMERICAN 
POWER CONFLICTS 

  Th e thousands of research institutes at the top 100 or so American universities, 
which range from a few members to hundreds of members, train many of the 
experts who become employees at think tanks. Some of the professors in these 
university institutes advise think tanks or take part in policy-discussion groups. 
Th us, it may seem that universities should be considered a part of the policy-
planning network, but that would not take into account the complex role that 
universities have in the American power structure. In a very general sense, yes, 
universities are part of the power equation because they educate future leaders 
and train the experts who work for the think tanks discussed in the previous sec-
tion. Th is is especially the case for the handful of prestigious private schools such 
as Harvard, Yale, Stanford, and the University of Chicago, which have very large 
endowments to support their programs and students. It is also true that the trust-
ees of the top private universities, as well as many large state universities, are dis-
proportionately from the corporate community and upper class, as demonstrated 
by numerous investigations stretching back to the early twentieth century (e.g., 
Barrow 1990; Pusser, Slaughter, and Th omas 2006). 

 Nevertheless, universities are not part of the policy-planning network 
because only specifi c institutes within them are directly involved in it in any way. 
Furthermore, both the faculty and student bodies at many universities are too 
diverse in their intellectual and political orientations to be considered part of 
the power structure unless corporations or organizations in the policy formation 
network employ them. Th en, too, a signifi cant minority of faculty in some social 
science and humanities departments supports the liberal-labor alliance or are 
leftists of various kinds, and many more professors have come to give campaign 
donations to the Democrats because of the criticisms of science and universities 
by a large number of Republican leaders and ultraconservative grassroots activ-
ists. In addition, the institution of tenure, which protects senior faculty members 
from arbitrary dismissal in order to encourage academic freedom, gives the faculty 
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some degree of independence from trustees and administrators. Th e nationwide 
American Association of University Professors and other faculty organizations 
zealously guard this tenure system and other faculty rights. 

 Nor are all students who graduate from high-status universities uniformly 
destined to join the corporate community or the policy-planning network. 
A small minority become leading activists in the liberal-labor alliance, sometimes 
immediately after graduation, sometimes after a career in business. Longtime 
consumer activist Ralph Nader is a graduate of Princeton University and Harvard 
Law School, for example. Th e person who provided much of the money in the 
early 1960s to start the Institute for Policy Studies, a left-leaning think tank in 
Washington, was a wealthy graduate of Harvard, who worked as an investment 
banker on Wall Street before beginning his journey to liberalism (Warburg 1964). 
David Dellinger, the son of a corporate lawyer and a pacifi st who led many major 
antiwar eff orts from the 1950s through the 1980s, entitled his autobiography 
 From Yale to Jail  (1993), a title that provides a useful reminder of the extent to 
which some graduates of Ivy League universities become leaders on the American 
left. John Wilhelm, the president of UNITE HERE, a service workers union with 
about 230,000 members in 2011, began his career in the union movement in the 
late 1960s by trying to organize employees at his extremely antiunion alma mater,
Yale University. 

 Put another way, universities provide resources and recruits for both the cor-
porate community and its opponents. In recent decades corporations have come to 
fund or benefi t from the research carried out on university campuses in the natural 
sciences, information sciences, and engineering to the point at which “campus 
capitalism” and “University, Inc.” are used in the titles of books examining the 
near takeover of many research areas by corporations (Greenberg 2007; Washburn 
2005). However, universities are a far more important political base for activist 
liberals and leftists, whether on the faculty or in the student body, than they are 
for the corporate community. Indeed, the educational system in general, including 
public high schools and libraries, may be the most important institutional home 
for liberalism in the United States. Th e educational system also is the basis for two 
of the largest unions in the liberal-labor alliance, the National Education Asso-
ciation with 3.2 million members and the American Federation of Teachers with 
2.0 million members in 2011, which is one reason why ultraconservatives came to 
favor charter schools and vouchers as a possible way to undercut teachers’ unions. 

 Based on these complexities, it seems more useful to see the universities as a 
training ground for people on both sides of class and social-issues confl icts in the 
United States. Th us, only those experts from universities who work for think tanks 
or consult for policy-discussion groups in the policy-planning networks are rel-
evant to the corporate side of the power equation. Even then, many of them may 
have very temporary roles out of personal choice or because they are not seen as 
helpful by corporate leaders. Only those who come to have major roles within the 
policy-planning network become part of the leadership group for the corporate 
rich, which is discussed in the fi nal section of this chapter. 
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    THE POLICY-DISCUSSION GROUPS 

  Th e policy-discussion groups are in many ways the linchpins in the policy-
planning network because they serve several important functions for the corporate 
community. 

1.    Th ey provide a setting in which corporate leaders can familiarize them-
selves with general policy issues by listening to and questioning the 
experts from think tanks and university research institutes.  

2.   Th ey provide a forum in which confl icts between moderate conserva-
tives and ultraconservatives can be discussed and compromises can 
be reached, usually by including experts of both persuasions within 
the discussion group, along with an occasional liberal or university 
professor on some issues.  

3.   Th ey 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.   Th ey provide an informal recruiting ground for determining which pol-
icy experts may be best suited for government service, either as faceless 
staff  aides to the corporate leaders who take government positions or as 
high-level appointees in their own right.  

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

1.    Th ese groups legitimate their members as serious and expert persons 
capable of government service. Th is 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 nonprofi t in 
nature.  

2.   Th ey convey the concerns, goals, and expectations of the corporate 
community to those young experts and young professors who want to 
further their careers by receiving foundation grants, invitations to work 
at think tanks, and invitations to take part in policy discussion groups.  

3.   Th rough such avenues as books, journals, policy statements, press 
releases, and speakers, these groups try to infl uence the climate of 
opinion both in Washington and the country at large. Th is point is 
developed when the opinion-shaping network is discussed in the next 
chapter.  

  Th e remainder of this section and the next sketches the origins and activities 
of fi ve major policy-discussion organizations. Th ey are discussed in chronological 
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order to show how they often arose in response to new issues, especially in times 
of crisis. In eff ect, an accounting of their activities and successes provides a history 
of the main power struggles within the United States between 1900 and the early 
2000s from the perspective of the corporate rich. Discussing these organizations 
in chronological order also helps to explain the nature of the policy disagreements 
between the moderates and the ultraconservatives in the corporate community. 

  Th e National Association of Manufacturers and the U.S. Chamber 
of Commerce 

 Th e National Association of Manufacturers (NAM), founded in 1895, was the fi rst 
nationwide organization that encompassed a large part of the newly emerging cor-
porate community of that era. Its primary purpose was to encourage the marketing 
of American products overseas. To that end, its fi rst president tried to avoid any 
discussion of management-labor issues. However, when antiunion employers took 
over the association in 1903 in a three-way race for the presidency, it quickly turned 
into the largest and most visible opponent of trade unions in the United States. It 
then provided coordination and strategic advice for the many industrial sectors 
that renewed their battles with union organizers after a brief but failed attempt to 
create an “Era of Good Feelings” through collective bargaining agreements. It next 
created a staff  to provide advice and draft reports for committees of trustees, which 
made it possible for the organization to take stands (usually very conservative) on 
a wider range of policy issues. At this point it became a policy-discussion group as 
well as a trade association. As part of this ultraconservative direction, the trustees 
abandoned their eff orts to expand sales overseas, turning their attention to devel-
oping American markets for the member corporations. 

 Th e Chamber of Commerce was initiated in 1911 as a way to coordinate the 
interests of a wider range of business owners than simply manufacturers, with spe-
cial attention to the needs of retailing companies. Its early orientation is refl ected 
in the concerns of one of its key founders, the liberal owner of William Filene & 
Sons, a major department store in Boston. Like the NAM, it developed a range 
of committees to discuss specifi c policy issues, some of which were supportive of 
President Franklin D. Roosevelt’s fi rst attempts to deal with the Great Depres-
sion. However, the chamber was in all-out opposition to Roosevelt’s New Deal by 
the spring of 1934, against the wishes of its liberal founder, who remained highly 
committed to the New Deal. With occasional exceptions, the Chamber of Com-
merce has adopted positions much like those of the NAM ever since it turned 
against the New Deal. 

   Th e Council on Foreign Relations 

 With the NAM turning inward and looking out for the interests of industrial cor-
porations, and the Chamber of Commerce increasingly focused on local businesses 
and retailing, internationally oriented bankers and leaders in large corporations 
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established the Council on Foreign Relations (CFR) in 1921. Lawyers, diplo-
mats, and academic experts interested in fostering a larger role for United States 
in world aff airs joined them. Th e CFR was created in part because of its leaders’ 
disappointment with the terms of the peace settlement after World War I. How-
ever, they also wanted to counter the nationalistic, even isolationist orientation 
that had developed within the NAM, which by the 1920s supported high tariff s 
to protect American industrialists from foreign competition. Th e CFR’s desire to 
expand American fi nancial and corporate interests in Europe was opposed by the 
NAM, thereby creating a policy division within the corporate community that 
lasted for another 50 years. After losing most battles over trade and tariff s in the 
1920s, the CFR and other internationalist organizations achieved their fi rst major 
success with the Trade Act of 1934, which gave the executive branch the author-
ity to negotiate trade agreements that would then be approved or disapproved by 
Congress (Dreiling and Darves 2011; Woods 2003). 

 Th e council exerts its infl uence through policy statements that are created 
by study groups with 15 to 25 members, which bring together business executives, 
government offi  cials, scholars, and military offi  cers for detailed consideration of 
specifi c topics. Usually meeting about once a month, their work revolves around 
discussion papers by a visiting research fellow (fi nanced by a foundation grant) 
or a regular staff  member. Th e goal of such study groups is a statement of the 
problem and a set of policy recommendations by the scholar leading the discus-
sion. 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 sponsorship of the CFR. Th e 
names of the people participating in the study group are usually listed at the out-
set of each book. In addition, the CFR conducts an active program of luncheon 
and dinner speeches in New York and Washington, and encourages dialogue and 
disseminates information through books, pamphlets, and articles in its infl uen-
tial periodical,  Foreign Aff airs.  Hundreds of its members have been appointed to 
government positions in the executive branch of the federal government since the 
1940s, including virtually every secretary of state. 

 Th e CFR’s most successful set of study groups created the framework for 
the post–World War II international economy. Beginning in 1939 with fi nan-
cial support from the Rockefeller Foundation, its War-Peace Studies developed 
the postwar defi nition of the national interest through a comprehensive set of 
discussion groups. Th ese groups brought together approximately 100 top bank-
ers, lawyers, executives, economists, and military experts in 362 meetings over a 
fi ve-year period. Th e academic experts within the study groups met regularly with 
offi  cials of the State Department. In 1942, the experts became part of the depart-
ment’s new postwar planning process as twice-a-week consultants, 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 Depart-
ment, the most important one defi ned the minimum geographical area that was 
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needed for the American economy to make full utilization of its resources and 
at the same time maintain harmony with Western Europe and Japan. Th is geo-
graphical 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. Th e American national interest was 
then defi ned in terms of the integration and defense 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. Th e goal was to avoid both another Great Depression and 
increased government control of what was at the time a very sluggish economy. 
Th is work provided the framework within which American economic dominance 
of the world unfolded over the next 30 years (Domhoff  1990, Chapters 5, 6, and 
8; Shoup 1974). 

 Among many dozens of policy studies that had an impact after that time, a 
report on America’s relationship with Iran in 2004 ( Iran: Time for a New Approach ), 
calling for negotiations instead of continuing confrontation, provides one good 
example. Th e co-leader of the 2004 study group, Robert M. Gates, a former CIA 
offi  cial, then serving as the president of Texas A&M, went on to be a key member 
of the bipartisan Iraq Study Group authorized by Congress, which made a similar 
recommendation in 2006 for negotiations, as well as for a phased withdrawal of 
American troops from Iraq and negotiations with Syria and Iran to end the war. 
Although American policy toward Iran and Iraq did not change for several more 
years, Gates was appointed secretary of defense shortly after the study group’s 
report appeared and then was reappointed to that position by President Obama. 
He retired in 2010. 

 Several past studies demonstrated the organization’s connections to the 
upper class and the corporate community. For example, 22 percent of the members 
in 1969 served on the board of at least one of  Fortune ’s top 500 industrials, and a 
study that included the directors of 201 large corporations found that 125 of those 
companies had 293 interlocks with the CFR; 23 of the very largest corporations 
and banks had four or more directors who were members (Domhoff  1983; Salz-
man and Domhoff  1983). 

 Th e 37-member board of directors in 2011 refl ected the ongoing ties of the 
CFR to the corporate community and the rest of the policy-planning network 
with a ranking of No. 10 in the combined corporate/policy database (Staples 2013). 
Sixteen of its members were on one or more corporate boards, linking the council 
to 14 companies across the country, including two interlocks with FedEx, IBM, 
and MetLife. It also had ties to three fi nancial fi rms, including Goldman Sachs 
and the Carlyle Group. Refl ecting its central location in the overall policy-plan-
ning network, four of its members were also trustees of the Committee for Eco-
nomic Development, three were members of the Business Council, and one was a 
member of the Business Roundtable. It had several trustee interlocks with think 
tanks as well: four with the Institute for International Economics and three with 
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Th e Brookings Institution and the Center for Strategic and International Studies. 
Th e board also included two former secretaries of state, one from the Clinton 
administration, one from the George W. Bush administration, along with a former 
secretary of the treasury in the Clinton administration and several scholars. 

 Th e council grew from several dozen to several hundred members in its 
fi rst 30 years of existence, but then grew much larger in the 1970s in response 
to criticism from the left and right by including a larger number of government 
offi  cials, especially Foreign Service offi  cers, politicians, and aides to congressional 
committees concerned with foreign policy, which also made it possible to include 
many more women members than in the past. By the early 2000s, the council had 
approximately 4,500 members, most of whom do little more than receive reports 
and attend large banquets. It is therefore far too large for its members to issue 
policy proclamations as a group. Moreover, its usefulness as a neutral discussion 
ground that can help mediate disputes that break out in the foreign policy estab-
lishment would be diminished if it tried to do so. 

   Th e Business Council 

 Th e Business Council is a unique organization in the policy-planning network 
because of its close formal contact with government. It was created as the Busi-
ness Advisory Council during the 1930s as a quasi-governmental advisory group 
to give advice in relation to many policy issues. Led by the presidents of General 
Electric and Standard Oil of New Jersey (now named ExxonMobil), its members 
had a central role in the creation of two of the most important pieces of legisla-
tion of the twentieth century, the National Labor Relations Act and the Social 
Security Act, both passed in 1935. In the case of the labor relations act, Business 
Advisory Council leaders suggested a meeting with union leaders in 1933 to deal 
with an unexpected surge in union organizing generated by the arrival of the New 
Deal, then proposed the creation of a National Labor Board that would consist of 
six business executives, six union leaders, and a leading liberal senator of the day, 
Senator Robert F. Wagner of New York (McQuaid 1979; McQuaid 1982). 

 Th e new National Labor Board had several successes in its fi rst few weeks in 
ending strikes by using a fi ve-step procedure drafted by the president of General 
Electric: (1) the strike would end immediately; (2) the employers would reinstate 
strikers without discrimination; (3) the board would supervise a secret election 
by workers to determine whether or not they wished to have a union as their 
representative; (4) the employer would agree to bargain collectively with the rep-
resentatives of those workers who voted to be represented by a union; and (5) all 
diff erences not resolved by negotiation would be submitted to an arbitration board 
or the National Labor Board itself. But several large industrial companies man-
aged by ultraconservative leaders of the National Association of Manufacturers 
soon defi ed the board’s authority, leading Senator Wagner to instruct the reform-
oriented corporate lawyers and Ivy League law professors temporarily staffi  ng the 
National Labor Board to draft a tougher version of the original provisions. 
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 Th e proposed legislation included a clause stating that a majority vote for a 
union would be suffi  cient for it to have the right to represent all of the workers in 
the company, a change that was unanimously rejected by all members of the Busi-
ness Advisory Council, because they wanted to be able to deal separately with craft 
and industrial unions, as they had in the past. However, the new law passed over 
their vehement objections and lobbying eff orts, opening the way for the growth 
of unions for the next three decades (Domhoff  and Webber 2011, Chapter 4). Th e 
later fate of the National Labor Relations Act is discussed in Chapters 7 and 8. 

 In the case of the Social Security Act, the Business Advisory Council, once 
again spearheaded by the presidents of General Electric and Standard Oil of New 
Jersey, was successful in creating an old-age insurance program that was completely 
to its liking. Based on corporate experience with private pensions over the previ-
ous 15 years and with the help of social insurance experts from the leading labor 
relations think tank of that era, the leaders of the Business Advisory Council based 
their program on three principles considered essential by all corporate moderates: 
Benefi ts levels were tied to salary levels to preserve values established in the labor 
market, there were no government contributions from general tax revenues, and 
both employers and employees contributed to the system in order to limit the tax 
payments by corporations. In addition, corporate contributions to the system were 
not to be taxed (Domhoff  and Webber 2011, Chapter 5). (Th e origins, implemen-
tation, and aftermath of the Social Security Act, including the way in which the 
corporate moderates worked to restrict it after 1980, can be found in the document 
“How Corporate Moderates Created Social Security” on  whorulesamerica.net .) 

 After arguments with the Kennedy administration’s secretary of commerce, 
a fellow businessman, the Business Advisory Council withdrew from its quasi-
governmental standing in 1962 and changed its name to the Business Council. 
It became a private organization that made itself available to consult with any 
part of the federal government, not just the White House. Many of its regular 
meetings with government offi  cials since that time have been held in the relaxed 
and friendly atmosphere of an expensive resort hotel 60 miles from Washington. 
During the meetings Business Council members hear speeches by government 
offi  cials, conduct panels on issues of the day, receive reports from their staff , and 
talk informally with each other and the government offi  cials in attendance. Busi-
ness sessions are alternated with social events, including golf tournaments, tennis 
matches, and banquet-style dinners for members, guests, and spouses. Corporate 
leaders pay the expenses for the meetings, reports, and social events. Th e Business 
Council also meets with the president and his staff  from time to time in the White 
House (Kubey 1973; McQuaid 1982). 

     THE COMMITTEE FOR ECONOMIC DEVELOPMENT 

  Th e shortcomings of the Business Council, including its inability to create fully 
developed policy statements on a wide range of issues, led its leaders to play the 
major role in establishing the Committee for Economic Development (CED) in 
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the early 1940s to help plan for the postwar world. Th ey had two major concerns 
in doing so: (1) Th ere might be another depression after World War II ended, and 
(2) if they did not have a viable economic plan for the postwar era, the liberal-
labor alliance might be successful with plans that would not be acceptable to the 
corporate community. 

 As a result, the CED supported a business-oriented version of Keynesian 
economics that allowed for tax cuts, government defi cits, and increased govern-
ment spending through unemployment insurance and welfare benefi ts in the face 
of recessions. Th ese prescriptions went against the NAM and the Chamber of 
Commerce’s insistence on cutting government spending and balancing the budget 
as the way to deal with recessions, which widened the already existing divisions 
between corporate moderates and ultraconservatives created by disagreements 
over international trade and the Social Security Act. On the other hand, the CED 
trustees fi rmly rejected the liberal version of Keynesianism favored by the liberal-
labor alliance, which wanted to manage economic downturns through govern-
ment employment of unemployed workers and increases in government spending 
for infrastructure projects. 

 Despite their partial acceptance of Keynesian policies for dealing with 
depressions and recessions, the CED trustees nonetheless continued to favor 
the most conservative way to deal with infl ation, increases in interest rates by 
the Federal Reserve Board, which led to higher unemployment rates in the pro-
cess of reducing demand. Th ey thereby put themselves in opposition to the lib-
eral Keynesian view advocated by the liberal-labor alliance, which thought that 
periods of infl ation should be handled by raising taxes on the wealthy and the 
well-to-do while at the same time reducing government expenditures. In other 
words, the liberal-labor leaders wanted to reduce demand by decreasing the pur-
chasing power of those with large incomes, not by increasing unemployment. 
Th e liberal-labor advocates further claimed that their approach also would pro-
vide extra tax money that would enable the government to pay down the federal 
debt. It thus seems clear that the confl ict between the corporate moderates in 
the CED and the liberal-labor alliance concerned power, not simply economic 
policies. 

 In its early years the CED’s membership consisted of 100 to 200 corpo-
rate leaders. Later it added a small number of university presidents. In addition, 
leading economists and public administration experts served as advisors and con-
ducted research for it; many of them went on to serve in advisory roles in both 
Republican and Democratic administrations, especially with the Council of Eco-
nomic Advisors in the White House (Domhoff  1987). In the 1960s the leader-
ship became even more moderate on domestic issues in the face of turmoil and 
disruption in inner cities across the country and antiwar protests on university 
campuses. By 1970, CED reports were calling for campaign fi nance reforms to 
make the system more transparent and for many improvements in social benefi t 
programs, including a plan for a guaranteed annual income for families without 
any employed adults (CED 1968; CED 1970a; CED 1970b). 
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 However, at the same time that CED trustees were taking a supportive 
stance toward various kinds of government social benefi t programs, they were 
renewing their attack on unions and the National Labor Relations Board. Th ey 
became hardliners on labor issues because they blamed unions for “cost-push 
infl ation,” which is defi ned as infl ation caused by factors that lead to higher costs 
for corporations, not by too much consumer demand for too few available goods 
and services. Higher prices for raw materials, for example, can lead to cost-push 
infl ation, but rising labor costs were by far the most important cause of cost-push 
infl ation according to the CED. At the same time, the trustees divided sharply on 
the use of voluntary government wage-price guidelines for dealing with infl ation, 
because the more conservative members feared that such guidelines might lead to 
government control over wages and prices. Th e trustees also diff ered over propos-
als to create a small planning agency controlled by the White House, which the 
most conservative trustees rejected as a potential foot in the door for the liberal-
labor alliance if it gained more power. 

 As a result of these internal confl icts, funding for the CED was reduced or 
withdrawn by many corporations in the early 1970s. Its president retired a year 
early rather than continuing to deal with the tensions. Th e hardliners made highly 
personal criticisms of some of the hired experts, even accusing one of them of 
being soft on communism. Soon thereafter, few if any liberal experts were invited 
to participate in policy discussions. Th e hardliners rejected wage-price guidelines 
in future policy statements and reaffi  rmed that increases in interest rates were the 
only acceptable way to control infl ation. Th ey also called for the end of cost-of-
living adjustments in union contracts, which meant in eff ect that their employees 
would absorb the costs of infl ation through decreases in the purchasing power of 
their wages (Domhoff  2013, Chapters 9 and 10). 

 Th e diff erence between the CED at the beginning and the end of the 1970s 
is demonstrated by a comparison of policy statements issued in 1971 and 1979. 
In the fi rst report, the emphasis was on the social responsibility of corporations 
and the need for corporations to work in partnership with government on social 
problems. Th e report at the end of the decade stressed the need to limit the role of 
government in a market system. Th e second report ignored all the social issues the 
CED had addressed before 1974. Th is change occurred even though almost half of 
the 40 members of the Research and Policy Committee in 1979 were on the com-
mittee in 1971 and had endorsed the earlier policy statement (Frederick 1981). 
Th is is strong evidence that the moderate conservatives had come to agree with 
ultraconservatives on many issues in the changing circumstances of the 1970s. 

  Th e Business Roundtable 

 Th e strong diff erences of opinion within the CED, along with the need for greater 
coordination with the White House and the conservative coalition in doing battle 
with unions, led to the creation of the Business Roundtable in 1972. Drawing 
from the leadership of the Labor Law Reform Committee and the Construction 
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Users Anti-Infl ation Roundtable (two corporate groups that had been formed 
in the 1960s to challenge organized labor on a variety of issues), the new Busi-
ness Roundtable was composed of CEOs from a cross-section of the corporate 
community, with many hardliner CED trustees taking the lead (Domhoff  2013, 
Chapter 10; Gross 1995, pp. 234–239). At this point the CED became little more 
than an auxiliary to the Business Roundtable with instructions from corporate 
leaders to develop in-depth policy statements on a few specifi c topics, although it 
remained close to the center of the overall corporate and policy-planning network 
(Domhoff  2013, Chapter 11). 

 As demonstrated in network studies, the Business Roundtable was at 
the center of the policy-planning network by 1973 (Burris 1992; Burris 2008). 
Refl ecting the globalization of the largest corporations in all major countries, by 
2000 the Business Roundtable also included the chief executives of the American 
subsidiaries of a number of foreign-based companies, and it played a key role in 
creating greater coordination between North American and European countries. 
In 2005, it joined with similar CEO groups in Australia, Canada, Mexico, Europe, 
and Japan to create a new 500-member transnational organization, World Busi-
ness Leaders for Growth, to monitor and lobby the World Trade Organization 
(WTO) (Staples 2012b). 

 Decisions on where the Business Roundtable will focus its eff orts are deter-
mined by a policy committee that meets every two or three months to discuss 
current policy issues, create task forces to examine selected issues, and review posi-
tion papers 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 develop 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 
information developed in other parts of the policy network. 

 Th e Business Roundtable began its more public eff orts by coordinating a suc-
cessful lobbying campaign against a liberal-labor proposal for a new governmental 
Offi  ce of Consumer Representation in the mid-1970s. It created a Clean Air Work-
ing Group that battled the environmental-labor coalition to a standstill from 1980 
to 1990 on 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 market-like fashion was accepted by environmentalists (Gonzalez 2001). 
On a less conservative note, it helped reign in the ultraconservatives in the Reagan 
administration by calling for tax increases in 1982 and 1983, which began to reduce 
the huge defi cits the administration’s earlier tax cuts had created. In 1985 it called 
for cuts in defense spending as well. Along with other business organizations, it 
quietly opposed the attack on affi  rmative action by the ultraconservatives in the 
Reagan administration, pointing out that the policy had proven to be very useful for 
corporate America. It supported a mild extension of the Civil Rights Act in 1991, 
putting it at odds with the U.S. Chamber of Commerce (Belz 1991; Vogel 1989). 
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 During the Clinton administration, the Business Roundtable joined with 
the U.S. Chamber of Commerce and the National Federation of Independent 
Business in defeating a proposal for national health care reform in 1994 (Mintz 
1998). Th en it organized the grassroots pressure and forceful lobbying for the 
corporate community’s victory in 1994 on the North American Free Trade Agree-
ment (NAFTA) (Dreiling 2001). In 2000 it successfully lobbied Congress to give 
China the legal status called “permanent normal trade relations,” which is the 
government’s term for free trade with a nation. For both of the trade agreements, 
the Business Roundtable organized the corporate community on a state-by-state 
basis and contacted members of Congress. Sophisticated network studies that 
made thousands of dyadic comparisons using a method called quadratic assign-
ment procedure demonstrated the impact of the Business Roundtable’s eff orts 
(Dreiling 2001; Dreiling and Darves 2011). 

 According to public opinion polls at the time, both the 1994 and 2000 trade 
agreements were strongly resisted by the majority of citizens. Organized labor, 
environmentalists, and many of their liberal allies also vigorously opposed both 
agreements, because “trade” was intended in good measure to make it easier for 
American corporations to move their production facilities to low-wage countries. 
Although supporters of the two initiatives claimed that they were meant to bring 
lower-cost goods to American consumers and help raise living standards in less-
developed countries, the initiatives also undercut what remained of the industrial 
union movement and ensured larger profi ts for transnational corporations. 

     THE LIBERAL-LABOR POLICY NETWORK 

  Th ere is also a small liberal-labor policy network. It suggests new ideas and per-
spectives to liberal political organizations, unions, and liberals in government for 
their attempts to challenge the corporate community. Because the organizations 
in it are small in comparison to the corporate-backed organizations, some of them 
also serve as advocacy groups as well as think tanks. Most of them are focused 
on domestic economic policy. Several organizations in the liberal-labor network 
receive some of their fi nancial support from labor unions, but the sums are seldom 
more than a few hundred thousand dollars per year. It is diffi  cult to know the exact 
fi gures because the donations come from diff erent unions and the AFL-CIO is 
not motivated to compile the totals. Th e liberal policy groups also receive grants 
from liberal foundations and a few mainstream foundations. 

 Th e liberal-labor alliance also includes two ostensibly independent think 
tanks, the Progressive Policy Institute and the Center for American Progress, 
which in reality serve as adjuncts to the Democratic Party in the same way that 
most ultraconservative think tanks are adjuncts to the Republican Party. Th e Pro-
gressive Policy Institute began as the policy arm of the Democratic Leadership 
Council (DLC), an organization of centrist Democrats founded in the early 1980s 
in an attempt to counter the party’s liberal wing and bring the party’s image back 
into what its leaders defi ned as the mainstream. Many of these moderates were 
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Southern Democrats, including future president Bill Clinton and future vice pres-
ident Albert Gore, both of whom had leadership roles in the group in the 1980s 
and developed strong connections with funding sources for their future campaigns 
through it (Baer 2000). Members of the congressional staff s of DLC members 
became the staff  for the DLC itself, the same kind of smooth blending of govern-
ment and private staff s found on the Republican side of the aisle, and then became 
second-level advisors in the Clinton and Obama administrations. 

 Th e Center for American Progress was founded in 2003 by a former chief 
of staff  for President Clinton, John Podesta, after he grew restive working for 
trade groups such as the Nevada Resort Association and the American Insurance 
Association as a partner in a lobbying fi rm he co-founded with his brother. Major 
Democratic donors provided most of its early funding, but it soon received sup-
port from a large number of foundations. By late 2008 the center had a staff  of 
180 and a budget of $25 million a year. It was positioned as a counterweight to 
the Heritage Foundation. Most of its policy analysts had worked in the Clinton 
administration, and Podesta was in charge of President Obama’s transition team 
in 2008 (Savage 2008b).  Table 4.4  presents the major foundation support for the 

 Table 4.4 Four Liberal Groups and Six of Th eir Main Foundation Funders between 
2003 and 2011 

      Foundations   2         Th ink Tanks   1     

      Annie Casey Foundation     $10,473,240     $1,066,500     $1,224,110     $1,969,600  

    Ford Foundation     $28,305,000     $7,084,600     $7,510,000     $9,111.000  

    Mott Foundation     $5,755,000     $70,000     $1,200,000     $2,175,000  

    Open Society  3       $9,753,000     $6,609,991     $4,860,000     $4,256,875  

    Rockefeller Foundation     $10,520,270     $4,228,400     $5,605,054     $5,463,000  

    Gates Foundation     $17,829,037     $2,998,809     0     $4,100,000  

  Center on 

Budget 

and Policy 

Priorities  

  Center for 

American 

Progress  

  Economic 

Policy 

Institute  

  New 

America 

Foundation  

    Donations/Percent of all 
donations from these six 
foundations  

  $82,635,547 
 (56.4%)  

  $22,058,300 
 (36.1%)  

  $20,399,164 
 (77.8%)  

  $22,975,475 
 (35.3%)   

   Total Donations,     
$146,400,000     $60,940,847     $26,214,050     $65,010,632       All Foundations                         

   1  Th ese groups received funding from other sources as well.  

   2  Th ese foundations gave to many other groups as well.  

   3  Th is organization, funded by a billionaire investor, George Soros, was called the Open Society Insti-

tute until 2011, and then renamed the Foundation to Promote Open Society.  

  Source: Foundation Directory Online  (New York: Th e Foundation Center, 2012). 
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Center for American Progress and three other, more independent liberal think 
tanks between 2003 and 2011. 

  Although several of the organizations in the liberal-labor policy network 
receive grants from large centrist foundations as well as liberal ones, their distance 
from the center of the combined corporate/policy-planning network is shown by 
the fact that the one with the highest centrality ranking, the New America Foun-
dation, was No. 122, followed by the Economic Policy Institute at No. 271 and the 
Center for American Progress at 356. Th e Center on Budget and Policy Priorities, 
the liberal think tank that receives the most money from foundations, is not part 
of the overall network. 

 Several liberal think tanks have excellent media connections, in part because 
some of their members are prominent journalists. However, the extent of the cov-
erage for liberal think tanks should not be exaggerated. In 2011, they received 
only 20 percent of all media mentions of think tanks, compared to 47 percent for 
the moderates and 33 percent for the ultraconservative groups. For example, Th e 
Brookings Institution was fi rst in the top 25 with 2,475 mentions, the Heritage 
Foundation was second with 1,540 mentions, and the Economic Policy Institute 
was 10th with 602 (Dolny 2012). 

 Although the liberals’ reports are not featured as often as those of their 
centrist and ultraconservative rivals, they nonetheless receive coverage as a coun-
terbalance to corporate policy proposals. Th is media visibility is further enhanced 
by ultraconservative claims about the allegedly great power of the liberal-labor 
alliance in the alarmist letters they send to their sympathizers as part of their 
fundraising drives. However, as explained in Chapters 6 and 7, the liberals’ ability 
to distribute their message to a wide audience translated into very few successes 
between 1939 and 2012. 

    THE POWER ELITE 

  In concert with the large corporations and fi nancial institutions in the corpo-
rate 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. Th e leaders of 
these organizations are therefore the institutionalized leadership group for the 
corporate rich; they work to preserve the governmental rules and regulations that 
make possible the inequality in the wealth and income distributions. 

 Th is leadership group is called the  power elite . Th e power elite are those 
people who serve as directors or trustees in profi t and nonprofi t institutions 
controlled by the corporate community through stock ownership, fi nancial sup-
port, involvement on the board of trustees, or some combination of these factors. 
Th is precise defi nition of who is and who is not in the power elite includes the 
top-level employees who are asked to join the boards of the organizations that 
employ them. It is useful for research purposes in tracing corporate involvement in 

dom26717_ch04_074-108.indd   104dom26717_ch04_074-108.indd   104 13/04/13   3:54 PM13/04/13   3:54 PM



  THE POWER ELITE 105

voluntary associations, the media, political parties, and government. Although the 
power elite are a leadership group, the phrase always is 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. Th ey also have personal ambitions for 
the same government appointments and bitter rivalries that receive detailed media 
attention and often overshadow the general policy consensus. In other words, the 
power elite are not a monolithic leadership group. 

 Th e concept of a power elite makes it possible to integrate class and organi-
zational insights in order to create a more complete theory of power in America. 
Once again, as in the case of corporations, the key point is that any diff erences in 
perspective between class and organizational concerns are worked out in meetings 
of the boards of trustees in which wealthy owners and CEOs from major corpo-
rations meet with the top employees of the policy-network organizations. Th is 
integration of class and organizational theories is discussed further in Chapter 9, 
when the main alternative theories are compared with the one that is unfolding 
in this book. 

 Th e corporate community, the upper class, and the policy-planning network 
provide the organizational basis and social cohesion for the creation of a power 
elite. A person can be a member of one of the three, or two of the three, or all 
three of these networks. Th is point can be visualized in terms of the three inter-
secting circles presented in  Figure 4.2 , which are referred to as “Venn diagrams” 
in mathematics and have many useful properties for illustrating complex relation-
ships among several sets of people or objects (Ruskey and Weston 2012). In this 
instance, the diagram shows that not all the people in these three overlapping net-
works are part of the power elite. Th e distinctions presented in the next paragraph 
clear up a point that can be confusing when fi rst encountering a class-domination 
theory: Not all members of the dominant class are involved in governing and not 
all members of the power elite are part of the dominant class. 

  First, there are upper-class people who are only socialites and sit on no 
boards of directors in the corporate community or the policy-planning network. 
Except for their fi nancial support for policy-discussion groups and think tanks, 
and their campaign donations to political candidates, they play no part in the 
exercise of power. Second, there are corporate leaders just below the board level 
who are neither upper class nor involved in policy planning; they focus exclusively 
on their roles in the corporate community. Finally, there are policy experts who 
are neither members of the upper class nor on boards of directors of corpora-
tions; they are simply employees of the power elite who spend all their time doing 
research and writing reports. 

 As a practical matter, the interrelations among these three sectors are some-
what closer than the image of three intersecting circles would indicate. Although 
most male members of the upper class do not serve on a major board of directors, 
a majority of them that are between 45 and 65 are part of the corporate com-
munity as active investors, fi nanciers, corporate lawyers, offi  cers of privately held 
companies, or titled executives. Second, as discussed in Chapter 3, many rising 
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corporate executives become involved in some upper-class social activities, such as 
charitable events and parent meetings for private schools. Finally, some members 
of the policy network become involved in the corporate community as consultants 
and advisors, even though they do not rise to the level of corporate directors. In 
other words, the corporate community becomes the common sector that encom-
passes many of the older men within the three overlapping circles, along with a 
small (and slowly increasing) number of women. 

    THE POLICY-PLANNING NETWORK IN PERSPECTIVE 

  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 
fi nancing and leadership, it does not claim there is a completely unifi ed power 
elite policy outlook that is easily agreed upon. Instead, it shows that the upper 
class and the corporate community have created a complex and only partially 

 Figure 4.2 A multinetwork view of how the power elite are drawn from three 
overlapping networks of people and institutions: the corporate community, the social 
upper class, and the policy-planning network. Th e power elite are the members
of the three overlapping circles that sit on the board of directors of a corporation
in the corporate community or the board of trustees of a nonprofi t organization in 
the policy-planning network. Th ey are encompassed by the dotted line within the 
Venn diagram. 
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coordinated set of institutions and organizations that often disagree among them-
selves about what policies are most compatible with the primary objectives of the 
corporate community. From their point of view, it is their diff erences that vex and 
annoy them, because they take their many shared assumptions—and common 
enemies—for granted when they argue among themselves. 

 Nevertheless, the emphasis from a social-science perspective has to be 
on the considerable similarity in viewpoint among institutions that range from 
moderately conservative to highly conservative in their policy suggestions. In 
addition, the many policy successes for the Ford Foundation, the Council on 
Foreign Relations, the Business Council, the Committee for Economic Develop-
ment, and the Business Roundtable should not be overlooked, even though the 
ultraconservatives grumbled about most of them. In fact, policy suggestions from 
corporate moderates shaped Social Security, the framework for international eco-
nomic expansion after World War II, the early environmental movement, and 
many other programs, although the unexpected creation of a strong National 
Labor Relations Act was an unpleasant sore spot for all members of the corporate 
community. 

 Moreover, even though they were not able to agree completely among them-
selves, the corporate rich accomplished an equally important task that is often 
forgotten because of their constant bickering: Th ey marginalized the few experts 
with a more liberal perspective. Th is point cannot be stressed enough, but there 
is not much more that can be said about it. Liberal experts received grants from 
foundations, appeared on talk shows, and published books, but even in Demo-
cratic administrations there was barely a sign of their existence. Instead, centrists 
were appointed by elected Democrats to carry out whatever liberal correctives 
were thought to be necessary to deal with the problems supposedly caused by 
ultraconservative policies inherited from Republican administrations. 

 Th is chapter thus provides evidence for another form of power exercised by 
the corporate rich through the power elite—expertise.  Expert power  is an impor-
tant supplement to the structural power and status power discussed in the pre-
vious two chapters. Since government offi  cials with only small policy-planning 
staff s must often turn to foundations, policy groups, and think tanks for new ideas, 
expertise is once again a form of power that can be exercised without any direct 
involvement in government. 

 Structural power, status power, and expertise are formidable independently 
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 domina-
tion of government. It still could be possible for the liberal-labor alliance to elect 
a liberal Congress and president, and then to use government legislation to bring 
about some redistribution of the country’s wealth and income in a democratic way 
through higher estate taxes and more steeply progressive income taxes. In addi-
tion, a liberal government could pass laws that hinder profi t making, or it could 
collect and utilize tax funds in such a way as to discourage economic growth. 
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It also could take on greater involvement in corporations when the economy is in 
crisis, as liberals called for in 2008 and 2009. 

 Given the great stakes involved when the economy faces unexpected col-
lapse or high infl ation, or if a foreign policy crisis arises, there is too much uncer-
tainty in the relationship between the corporate community and the government 
for the power elite to rely solely on structural power, status power, and expertise to 
ensure that their interests are realized. Th ey therefore try very hard to shape public 
opinion, infl uence elections, and determine government policy on the issues of 
concern to them. Th e next three chapters examine the nature of these eff orts and 
the degree to which they are successful.    
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 5
Th e Role of Public Opinion 

  Due to the constitutional protections surrounding free speech and the right of 
assembly, there is the potential for the opinions that people develop based on their 
own experiences and discussions with friends to have an infl uence on government 
policies. For example, citizens can organize into pressure groups to run newspaper 
ads and lobby Congress in order to communicate their preferences on specifi c 
policy issues. Th ey also can register their opinions by exercising their right to vote, 
a topic that is discussed in Chapter 6. 

 Furthermore, the results of several decades of public opinion surveys sug-
gest that people develop opinions that make sense in the context of the situations 
in which they fi nd themselves, and that their opinions often diff er from those 
expressed by corporate leaders, experts within the policy-planning network, and 
elected offi  cials. Th e great majority favor more social support from government on 
health, education, and employment issues, and they advocate a foreign policy that 
is more cooperative with other nations and less militaristic (Gilens 2012; Moore 
2007; Page 2008; Page and Jacobs 2009). 

 However, surveys asking about people’s views on specifi c legislation under 
discussion in Congress, or about the stances adopted on legislative proposals by 
elected offi  cials, reveal that most people pay little attention to politics, have a lim-
ited understanding of the options being considered, do not know how their rep-
resentatives are likely to vote, and do not develop specifi c opinions on impending 
legislation, even when it has received much attention in the media. Th ese fi ndings 
suggest it is unlikely that public opinion is focused enough on any specifi c issue 
to have a direct eff ect (Delli Carpini and Keeter 1996; Zaller 2006, Chapter 5). 

 Although most studies suggest that public opinion rarely has any direct 
impact on policy debates, members of the power elite are nonetheless very fearful 
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that it might in some cases lead to policies they do not like. Since they are well 
aware, due to opinion polls and their own past experience, that a majority of citi-
zens disagree with them on many foreign and domestic issues, they spend hun-
dreds of millions of dollars each year trying to shape public opinion in order to 
guarantee the success of the policies they favor. Th ey do so through an opinion-
shaping network that started with the creation of public relation fi rms in the 
1920s and slowly developed into a complex network. Th is network operates at 
many diff erent levels and reaches into many middle-class voluntary and charity 
organizations that do not at fi rst seem to be relevant to the issue of public opinion. 

  AN OVERVIEW OF THE OPINION-SHAPING NETWORK 

  Th e most important think tanks and policy-discussion groups at the heart of the 
policy-planning network also have a central role in the opinion-shaping network. 
Th ey generate many of the ideas on how their policy positions should be pre-
sented to the general public. In this network, however, it is large public relations 
fi rms and the public aff airs departments of the major corporations that carry out 
the tasks of coordination and execution. Both have large staff s and the ability to 
complement their eff orts with fi nancial donations from the corporate founda-
tions discussed in the previous chapter. In addition, they are connected to a wide-
spread dissemination network that includes special committees to infl uence single 
issues, corporate-fi nanced advertising councils, local advertising agencies, and 
the mass media. In contrast to the policy-planning process, in which a relatively 
small number of organizations do most of the work, there are hundreds of small 
organizations within the opinion-shaping process that specialize in public rela-
tions or persuasion on virtually every issue. Th us, the opinion-shaping network is 
extremely diverse and diff use at its point of direct contact with the general public. 
 Figure 5.1  provides a general picture of the opinion-shaping network. 

  Th e policy-discussion groups at the center of this network do not enter 
into the opinion-shaping process directly, except through releasing their reports 
to newspapers and magazines. Instead, their leaders set up special committees to 
work for changes in public opinion on specifi c issues. Sometimes it is not possible 
to illustrate this close connection until historical archives are available. For exam-
ple, three of the most important opinion-shaping committees of the post–World 
War II era denied any connection to the Council on Foreign Relations, but stud-
ies by historians of the papers and correspondence in historical archives revealed 
otherwise (Wala 1994). 

 To create an atmosphere in which the general public more readily accepts pol-
icy changes, these committees attempt to portray 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 
government estimates of Soviet defense spending and military capability were far too 
low. Both claims proved to be patently false (Sanders 1983). Similarly, the perception 

dom26717_ch05_109-131.indd   110dom26717_ch05_109-131.indd   110 13/04/13   3:54 PM13/04/13   3:54 PM



  AN OVERVIEW OF THE OPINION-SHAPING NETWORK 111

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 benefi t plans (Bergthold 1990). 

 One of the most important goals of the opinion-shaping network is to 
infl uence public schools, churches, and voluntary associations by establishing a 
supportive working relationship with them. To that end, organizations within the 
network have developed avenues into these institutions by off ering them mov-
ies, television programs, books, pamphlets, speakers, advice, and fi nancial support. 
However, it is important to stress that the schools, churches, and voluntary associ-
ations are not part of the opinion-shaping network. Th ey are independent settings 
within which the power elite must constantly contend with spokespersons from 
the liberal-labor alliance and the religious right. To assume otherwise would be 
to ignore the social and occupational affi  liations of the members of these groups, 
along with the diversity of opinion that often exists within them. In the attempt 
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-shaping process also attempt to build upon and reinforce the underlying 
principles of the American belief system. 

 Figure 5.1 Th e General Network Th rough Which the Power Elite Attempt to 
Shape Public Opinion 
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 Academically speaking, these underlying principles are called  laissez-faire 

liberalism , and they have their roots hundreds of years ago in the work of sev-
eral European philosophers, such as John Locke and John Stuart Mill, and the 
American Founding Fathers. Th ese principles emphasize individualism, free 
enterprise, competition, the fairness of economic markets, equality of opportunity, 
and a minimum of reliance upon government in carrying out the aff airs of society. 
Th is classical liberal creed had no serious rivals in a small new nation that did not 
have a feudal past or an established state church (Hartz 1955; Lipset 1963). More 
generally, and viewed from a sociological angle, classical liberalism deals with the 
tension between liberty and democracy by trying to maximize freedom within the 
context of the necessary minimum of government regulation. Liberty is in good 
part dependent upon markets and private property, but government is needed to 
protect markets, private property, and freedom. Government, while suspect, can 
be controlled through representative democracy (Flacks 1988, pp. 9–12, 51–53). 

 However, by the early twentieth century there were serious disputes among lib-
erals over (1) the increasing exclusion of African Americans in the 17 segregationist 
states and (2) the refusal by traditional liberals to extend the right of association to 
unions, which they saw as a violation of basic property rights and a hindrance to the 
proper functioning of markets. Liberals soon divided into rival camps over these 
issues, with traditional, nineteenth-century liberals (who came to call themselves
“conservatives” in the 1950s) on the one side and modern, twentieth-century liber-
als (who have called themselves “liberals” or “progressives” since the 1930s) on the 
other. Th e twentieth-century liberals also reluctantly, but fi rmly, concluded that the 
scope of the federal government would have to be extended to ensure that basic 
individual freedoms and the right to vote would be available to everyone who lived 
in the segregationist states and that unions could develop in the states that were 
completely dominated by antiunion property owners (Starr 2007, Chapters 4–6). 
Th ese disputes over the interpretation of basic liberal principles then became one 
aspect of the ongoing battles between the corporate-conservative and liberal-labor 
alliances that are discussed throughout this book. 

 Th e confl icts between the corporate-conservative and liberal-labor alliances 
express themselves in the arena of public opinion as a struggle to defi ne the mean-
ing of “Americanism,” a general belief system rooted in basic liberal values, which 
is thought by most Americans to be part of human nature or the product of good 
common sense. Th us, the organizations that make up the opinion-shaping net-
work strive to defi ne good Americanism in terms of traditional liberalism, stress-
ing individualism and “small government” (i.e., “states’ rights”), while at the same 
time criticizing the “collectivism” and sympathy for “big government” that they 
attribute to spokespersons for the liberal-labor alliance. More generally, the orga-
nizations in the opinion-shaping network try to defeat the liberal-labor alliance 
by becoming the accepted arbiters of which policies and opinions are in keeping 
with good Americanism and which are not. 

 Th e eff orts of the opinion-shaping network sometimes reach a more sub-
tle level as well. Even though many people do not accept the overt messages 
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presented in ads, speeches, and booklets, they often accept the implicit message 
that their problems lie in their own personal inadequacies. Th e strong emphasis 
on personal eff ort and responsibility in the individualistic liberal belief system not 
only rewards the successful, it in eff ect blames the victims of how the economic 
system operates. Educational failure and other social problems, which are best 
understood in terms of the way 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 off ered 
to them (Lane 1962; Ryan 1971). A classic study based on in-depth interviews 
explains how an individualistic belief system 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 the woodwork, it’s because 
I didn’t develop my powers enough. Th us, 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. (Sennett and 
Cobb 1973, pp. 250–251) 

  Th is self-blame is important in understanding the reluctant acquiescence of wage 
earners in a hierarchical system with extreme economic inequalities: 

  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 system or adopting the same conservative 
values as middle-class suburban 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. (Sennett and Cobb 1973, p. 251) 

  Th ere is a further problem for most Americans: It is very hard to imagine 
that the overall socioeconomic system, with all its many integrated parts, could 
be the problem because the world is fair and sensible—it’s a “just world” ( Jost, 
Chaikalis-Petritsis, Abrams, Sidanius, and van der Toorn 2012; Jost and Major 
2001). Since the system is mostly fair, the average American ends up in the con-
fl icted position of having many critical observations about how things work, but 
the criticisms are mixed with an overall attitude of acceptance. Th e result is usually 
a grumbling acceptance of the political status quo and an even greater focus on the 
pleasures of everyday life that are available. 

 It is only when people are part of collective eff orts that they overcome 
their tendency to blame themselves. But the liberal-labor alliance, as explained in 
Chapters 6 and 8, has not been able to develop an organizational base in either 
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unions or a political party from which it could advocate a more communal, coop-
erative, and pro-government alternative in which government is portrayed as a 
way to solve common societal problems. 

  Public Relations/Public Aff airs 

 Public relations is a multibillion-dollar industry created by the power elite in the 
1920s for the sole purpose of shaping public opinion (Ewen 1996). Th ere are 
hundreds of important independent fi rms, but a few large ones do the major work, 
taking in hundreds of millions of dollars in fees each year. Advertising companies 
of even greater size in turn own most public relations fi rms. Public relations fi rms 
usually do not run general campaigns aimed at shaping overall public opinion. 
Instead, they are hired to work on very specifi c issues and are asked to focus on 
relatively narrow target audiences. Th e goal is not to change general public opin-
ion, but to block any activities that might harm the image or profi ts of their cli-
ents, sometimes by claiming there are contending voices, sometimes by attacking 
the critics as unreliable. 

 For example, Burson-Marsteller, one of the largest of these fi rms, created the 
National Smokers Alliance in the early 1990s for the tobacco industry, sending its 
paid canvassers into bars to fi nd members and potential activists. Another fi rm, 
National Grassroots and Communications, specializes in creating local organiza-
tions to oppose neighborhood activists. Still another, Nichols-Dezenhall Com-
munications Management Group, concentrates on helping corporations by trying 
to expose and discredit their critics (Stauber and Rampton 1995). Its founder is 
the author of  Rules for Corporate Warriors: How to Fight and Survive Attack Group 

Shakedowns , which was published by the Center for the Defense of Free Enter-
prise in 2001 (CMD 2012a). 

 Public relations sometimes operates through the mass media, so it is not 
surprising that one-third of its nearly 200,000 practitioners are former journalists 
and that about half of current journalism school graduates go into one form of 
public relations work or another. Some public relations experts with journalism 
backgrounds put their contacts to work by trying to keep corporate critics from 
appearing in the media. One company keeps fi les on practicing journalists for 
possible use in questioning their credibility. Public relations experts use their skills 
to monitor the activities of groups critical of specifi c industries, 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 
infi ltration of meetings and copying materials in fi les, add up to spying (Stauber 
and Rampton 1995). (See  www.prwatch.org  for regularly updated accounts of 
campaigns organized by public relations fi rms.) 

 Public aff airs, on the other hand, is a generally more benign form of pub-
lic relations, which is practiced by departments within the large corporations 
themselves. Here the emphasis is on polishing the image of corporations rather 
than criticizing journalists and opposition groups. Women and minorities more 
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frequently staff  these departments than other corporate departments in order to 
provide the company with a human face more refl ective of the larger community. 
In one large corporation, the employees in public aff airs used to refer to their 
department as the “velvet ghetto” because the job is a pleasant one with an excel-
lent salary and expense account, but one that rarely leads to positions closer to the 
top of the corporation (Ghiloni 1987). 

 Th e fi rst task of employees in public aff airs departments is to gather newspa-
per stories and radio-TV transcripts in order to monitor what is being said about 
their own corporation at the local level. Th ey then try to counter any negative 
commentary by placing favorable stories in local newspapers and giving speeches 
to local organizations. Th ey also join with members of other public aff airs depart-
ments in an eff ort to shape public opinion in the interests of local corporations in 
general. “Looking good” and “doing good” is the goal set for themselves by public 
aff airs personnel (Himmelstein 1997). 

 Th e eff orts of the public aff airs departments are supplemented by the fi nan-
cial gifts they are able to provide to middle-class charitable and civic organiza-
tions through the corporations’ foundations. About one-third of this money goes 
to educational institutions and programs, including funding for the programs for 
low-income students of color at elite private schools, which were discussed in 
Chapter 3 (Zweigenhaft and Domhoff  2011, Appendix 3). Another quarter is 
given to health and charitable services, and the rest to community and cultural 
organizations. Th e emphasis on improving the image of the corporation and cul-
tivating goodwill is seen most directly in the fact that since the 1970s it has been 
cigarette and alcoholic beverage companies, along with corporations with poor 
environmental and product safety records, that give the most money to sporting 
events, the arts, and other organizations and events that might burnish their image 
(Chen, Patten, and Roberts 2008; Ermann 1978). 

 Public relations specialists backed by corporate largesse have not been able 
to overcome negative opinions toward corporations in general. However, they usu-
ally have been successful in creating a positive attitude toward specifi c corpora-
tions in the communities in which they are located, or at least reluctance to bite 
the hands that feed local voluntary associations. Th ey thereby make it diffi  cult 
to mobilize average citizens against local corporations on a particular grievance. 
People may be critical of corporations in opinion polls, but they usually do not 
want to confront the corporations in their own cities. Th is is one example of why 
general public opinion often does not lead to any specifi c actions, which is an 
acceptable outcome for corporations. Corporations may not be loved, but their 
top executives did not have to endure any sustained criticism between 1975 and 
2008, except by small liberal and leftist advocacy groups that were not able to 
gain any widespread public support. Following the crash of the housing market in 
2007 and the federal bailout of the fi nancial sector that soon followed, large banks 
were subject to scathing criticism, but the large commercial banks that survived—
JPMorgan Chase, Bank of America, Citibank, and Wells Fargo—did not suff er 
any loss of customers. In fact, all but Citibank grew much larger through the 
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takeover of banks, mortgage companies, and stock brokerages that failed during 
the meltdown. 

 Corporations, their public aff airs departments, and their corporate founda-
tions also have a strong voice in nationwide organizations that reach into thou-
sands of cities and communities to help low-income families and their children. 
More generally, it is clear from reading through the list of grants to highly vis-
ible voluntary organizations in the  Foundation Directory Online  that few if any 
of these nonprofi t organizations could survive without the fi nancial support that 
large corporations provide through corporate, family, and community foundations. 
Most often the support for any one nonprofi t is from a range of foundations, but 
some foundations supply a large portion of the support for their favorite nonprofi t 
organizations. 

 For example, Big Brothers Big Sisters of America, which works with dis-
advantaged children, depends on corporate partnerships for much of its funding, 
including partnerships with the corporate foundations for Arby’s Restaurants, 
the Bank of America, Cargill, Comcast, MetLife, and UPS. In 2011, its board of 
directors included the CEO of Cargill, the chief fi nancial offi  cer of Comcast, the 
retired president of Koch Industries, and senior executives from Jack in the Box 
Restaurants and JPMorgan Chase. Between 2003 and 2011, its national offi  ce 
received $18 million from the Clark Foundation in New York (based on an Avon 
Products fortune), $3.9 million from the Goizueta Foundation (based on the for-
tune built by a former CEO of Coca-Cola), $3.6 million from MetLife Founda-
tion, $2.6 million from the Annie Casey Foundation (based on a UPS fortune), 
and $1.1 million from the Jack in the Box Foundation, along with many smaller 
grants from 40 other foundations. Many Big Brother Big Sister affi  liates through-
out the country also received hundreds of donations, including $1.4 million from 
JPMorgan Chase for the Greater Lowell, Massachusetts, chapter and $1.1 from 
the Dallas Foundation for the North Texas chapter. 

 Perhaps the best evidence for the essential role that corporations play in 
most nationwide nonprofi t groups can be seen in the funding of United Way of 
America and its 1,200 local offi  ces, which raise a signifi cant share of the money 
spent by charities and other nonprofi t groups throughout the country. In addition 
to their foundation grants to United Way, the corporations organize campaigns to 
collect money from their employees, which is often included as part of the corpo-
rate foundation’s contribution. As  Table 5.1  shows, 17 family, corporate, and com-
munity foundations gave a million dollars or more between 2003 and 2011, with 
the largest donations coming from the UPS Foundation ($52.5 million), the GE 
Foundation ($37.7 million), Nationwide Insurance Foundation ($21.6 million), 
the Lilly Endowment ($21 million), and the Gates Foundation ($15.7 million). 

  By way of thanks, United Way runs full-page ads in major newspapers each 
year to acknowledge the help provided by corporations and trade associations, 
which is also a form of goodwill advertising for the corporate community. In 2007, 
for example, the ad listed 117 companies in rank order that raised $15 million or 
more, which added up to “more than $1 billion to improve lives and strengthen 
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communities” ( New York Times , December 11, 2007, p. A6). At the top of the 
list were UPS, Microsoft, IBM, Bank of America, Publix Supermarkets, General 
Electric, Wells Fargo, AT&T, and Pfi zer. In 2010, the United Way’s board chair 
was the chairman emeritus of a worldwide advertising agency that has 180 
offi  ces in 120 countries. Th e CEO of Eli Lilly and Company, the retired CEO of 
Southern Bancorp, and executives from UPS, Nationwide Insurance, and over 15 
other fi rms joined him on the board, along with three union representatives. 

 At the least, then, foundations provide a stable funding base for most non-
profi t organizations, along with the discretionary money that makes it possible for 
them to test new programs. Th ey provide the seed money for any fundraising that 
reaches out to the general public, and they ensure that the offi  cers of the largest 
and most visible nonprofi ts will receive high salaries. (For a detailed account of the 
full range of donations provided by 3,300 corporate-sponsored foundations and 
1,700 corporate giving programs, see the  National Directory of Corporate Giving  
[Grabois 2012].) 

 Th e corporate attempts to establish good relationships with a wide range 
of voluntary organizations through public relations departments, board member-
ships, and foundation grants reinforces the ethic within these organizations to 
steer clear of conversations about politics. Th ey therefore rarely if ever play any 

 Table 5.1 Foundations Th at Gave $1 Million or More to United Way of America, 
2003–2011 

     Foundation     No. of Grants     Total Amount  

      Th e UPS Foundation     12     $52,542,993  
    GE Foundation       6     $37,714,899  
    Nationwide Insurance Foundation       5     $21,617,077  
    Lilly Endowment Inc.       3     $21,000,000  
    Bill & Melinda Gates Foundation       4     $15,701,263  
    Th e Bank of America Charitable Foundation Inc.     10     $14,721,000  
    Th e Wal-Mart Foundation Inc.       4     $  7,064,063  
    Best Buy Children’s Foundation     10     $  5,740,755  
    Th e Annie E. Casey Foundation     18     $  3,566,279  
    Intel Foundation       1     $  2,567,373  
    Xcel Energy Foundation       2     $  2,148,143  
    Doris Duke Charitable Foundation       1     $  1,835,585   
   Th e Columbus Foundation and Affi  liated       2     $  1,533,888   
   Organizations            
   MetLife Foundation       1     $  1,125,000  
    Caterpillar Foundation     27     $  1,092,454  
    AT&T Foundation       3     $  1,025,000  
    Th e Weaver Family Foundation       1     $  1,000,000  

     Source: Foundation Directory Online  (New York: Th e Foundation Center, 2012). 
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role in creating a political debate concerning new ways to deal with the social 
problems their organizations are meant to overcome. It therefore seems doubtful 
that very many voluntary associations carry out the important function of political 
socialization that has been claimed for them by theorists of democracy since the 
nineteenth century. Instead, they now encourage the avoidance of politics for a 
variety of reasons (Eliasoph 1998). 

   Creating Doubt About Scientifi c Findings 

 Neither the negative attacks often used by public relations fi rms nor the soft sell 
and fi nancial gifts of corporate public aff airs departments are eff ective for corpo-
rations that use dangerous chemicals in their production process or sell products 
that are detrimental to people’s health. In these cases, the opinion-shaping process 
plays a major role in resisting any changes opposed by corporations by casting 
doubt on the credibility of scientifi c fi ndings. Since science involves the gradual 
development of a consensus through a wide range of rigorous experimental and 
epidemiological studies by diff erent investigators, the goal of the corporations that 
want to maintain the status quo is to generate uncertainty about the consensus 
that has in fact developed about the dangers of asbestos, lead, tobacco, vinyl chlo-
ride, and many other substances. Building on the principles of spreading confu-
sion and creating cover, they admit that “doubt is our product,” as one tobacco 
company executive wrote in a memo to public relations specialists in 1969, “since 
it is the best means of competing with the ‘body of fact’ that exists in the public 
mind” (Michaels 2008, p. 80). Th e tobacco companies’ campaign was so successful 
that every corporation that faced similar challenges adopted its methods, includ-
ing health insurance companies (Potter 2010). 

 Th e way in which these campaigns are carried out by nonprofi t think tanks 
and advocacy groups can be seen in the case of ExxonMobil’s reaction to calls for 
legislation to slow global warming. Between 1998 and 2005 the company donated 
$16 million to a mixture of ultraconservative think tanks and opinion-infl uencing 
organizations with the expressed goal—stated in memos that were leaked to media 
outlets—of creating doubt about the emerging consensus on the role of fossil 
fuels in bringing about global warming and extreme weather. Many of the smaller 
organizations funded by ExxonMobil had overlapping boards of directors and 
staff  members; they all hired the same few contrarian scientists and free-market 
economists—who usually had little or no training or expertise on climate change—
to write their reports and appear in forums arranged by the nonprofi t groups. Staff -
ers and consultants from these groups also testifi ed before Congress and worked 
as lower-level appointees in government agencies during the George W. Bush 
administration (Union of Concerned Scientists 2007). (For greater detail on the 
ExxonMobil network, see “Map Exxon’s Network” at  www.exxonsecrets.org .) By 
the end of 2008, however, the top executives at ExxonMobil were acknowledging 
the existence of human-generated global warning. 
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   Th e Advertising Council 

 Although it is not feasible to discuss more than one of the numerous small organi-
zations that attempt to shape public opinion on a wide range of issues, the Adver-
tising Council, usually called the Ad Council, provides an ideal example of how 
they operate. Whether the mission of one of these organizations is to encourage, 
criticize, or cast doubt, they have three basic uses: Th ey provide think-tank forums 
in which academics, journalists, and other cultural experts can brainstorm with 
corporate executives about the problems of shaping public opinion on a specifi c 
issue; they help create a more sophisticated corporate consciousness on social 
problems through forums, booklets, speeches, and awards; and they disseminate 
their version of the national interest and good Americanism to the general public 
on issues of concern to the corporate rich. 

 In the case of the Ad Council, it sells the free-enterprise system through public-
interest advertising that is presented from a corporate point of view that builds on 
individualism and Americanism. It began its institutional life as the War Advertising 
Council during World War II, founded as a means to support the war eff ort through 
advertising in the mass media. Its work was judged to be so successful in promoting 
a positive image for the corporate community that corporate leaders decided to con-
tinue it into the postwar period. Since then it has been enlisted by the American Red 
Cross, Big Brothers Big Sisters of America, the Girl Scouts of the USA, the National 
Urban League, the American Cancer Society, the Department of Homeland Secu-
rity, and the United States Army to conduct ad campaigns on their behalf. 

 With an annual budget of only a few million dollars, the Ad Council 
nonetheless places over $1.5 billion worth of free advertising each year through 
radio, television, magazines, newspapers, billboards, and public transportation. In 
2011, its various “PSAs” (public-service announcements) were viewed a little over 
168,000 times on YouTube. After the council leaders decide which campaigns 
they want to undertake, the specifi cs of the program are given to one or another 
Madison Avenue advertising agency, which does the work without charge. 

 Corporations provide much of the Ad Council’s funding. Like the United 
Way, the Ad Council uses full-page ads to thank its corporate sponsors and remind 
newspaper readers that corporations are good citizens (“we made a diff erence, you 
made it possible”). Topping the list of 260 contributors in 2008, which ranged 
from American Express to Facebook to NASCAR, were six donors of $150,000 
or more: Coca-Cola, Johnson & Johnson, Microsoft, Pepsico, Time Warner, and 
Yahoo. Between 2003 and 2011, the Ad Council also received $2.5 in grants 
from 17 corporate foundations, with the largest coming from Johnson & Johnson 
($570,000), Alcoa ($285,000), Ford Motor Company ($275,000), and MetLife 
($255,000). Th e chair of the Ad Council’s board of directors in 2011 was the 
global brand-building offi  cer for Procter & Gamble, and the chair of its fi nance 
committee was the chief fi nancial offi  cer for Viacom. A majority of the members 
of the Ad Council’s large board of directors were vice presidents for advertising, 
marketing, or public relations at large corporations. 
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 Most Ad Council campaigns seem relatively innocuous and in a public 
interest that nobody would dispute. Its best-known fi gure, Smokey the Bear, who 
was recognized by 98 percent of adults and had 60,000 “likes” on Facebook in 
2011, has been the centerpiece of the council’s ongoing campaign to prevent for-
est fi res since 1944. In addition to preventing forest fi res, its major campaigns in 
2011 included eff orts to convince people without a high school education to earn 
a GED, to educate the general public on food safety issues, and to increase aware-
ness of autism. In the face of the turmoil triggered by the Vietnam War and inner-
city tensions in the late 1960s, it brought together over 100 famous Americans of 
all races, ethnicities, creeds, and walks of life in 1970 to sing “Let the Sunshine In” 
from the musical  Hair  as the capstone for that year’s theme, “Love” (Hirsch 1975, 
pp. 75–76). 

 At the same time, many of the Ad Council’s campaigns have a strong slant 
in favor of corporations. Its environmental ads, for example, suggest that “people 
start pollution, people can stop it,” thereby putting the responsibility on individu-
als 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 Committee gave very 
explicit instructions about how that particular ad campaign should be formulated: 
“Th e committee emphasized that the advertisements should stress that each of us 
must be made to recognize that each of us contributes to pollution, and therefore 
everyone bears the responsibility” (Hirsch 1975, p. 69). Th us, the Keep America 
Beautiful campaign is geared to show corporate concern about the environment 
while at the same time defl ecting criticism of the corporate role in pollution by 
falling back on the individualism of the American creed. 

 Th e eff ectiveness of specifi c campaigns is open to question. It is doubtful 
that they have any infl uence on very many opinions. At best, they reinforce already 
existing opinions. Even when an ad campaign can be judged a failure in this lim-
ited role, however, it has fi lled a vacuum that might have been used by a compet-
ing group. Th is is especially the case with television, because the Ad Council is 
able to capture a signifi cant percentage of the public-service advertising time that 
television networks provide (usually late at night). Th us, the Ad Council has the 
eff ect of reinforcing existing values while simultaneously preventing groups with 
a diff erent viewpoint from presenting their interpretation of events. (For more on 
the Ad Council, its history, and its current campaigns, see  www.adcouncil.org .) 

 With the information provided in this section about how the opinion-
shaping network generally operates, it is now time to see how the network func-
tions on specifi c issues that have the potential to impact government policies. 

     STRIVING TO SHAPE OPINION ON FOREIGN POLICY 

  Th e opinion-shaping network can be seen most clearly in the area of foreign policy 
because it is based in a handful of organizations. Several opinion polls show that 
the general public has more liberal and less militaristic views than the members 
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of the policy-planning network that focus on foreign policy ( Jacobs and Page 
2005; Moore 2007; Page 2008). Despite these diff erences, foreign policy experts 
believe that the general public agrees with them, has little knowledge of specifi c 
issues, and is likely to accept new foreign policy initiatives out of patriotism or a 
general wariness about the actions of other countries. Opinion leaders in the area 
of foreign policy therefore focus their major eff orts on a small stratum of highly 
interested and concerned citizens with a college education who might become a 
thorn in their side. 

  Th e Foreign Policy Association 

 Th ere are several organizations that attempt to infl uence the opinions of upper-
middle-class Americans on foreign aff airs, including the World Aff airs Council 
and the United Nations Association. However, the Foreign Policy Association 
(FPA), founded in 1918 and based in New York, is the most prominent among 
them. About one-third of the trustees on its governing council are also members 
of the Council on Foreign Relations. Although the FPA does some research and 
discussion work, its primary focus is on shaping opinion outside the power elite, 
a division of labor with the Council on Foreign Relations that is well understood 
within foreign-policy circles. Th e FPA’s major eff ort is an intensive program to 
provide literature and create discussion groups in middle-class organizations and 
on college campuses, working closely with local World Aff airs Councils. Both 
independent and corporate foundations support its general activities. Between 
2003 and 2011, it received $6.4 million through 86 grants from 30 diff erent 
foundations, the largest of which ($2.2 million) came from the Starr Foundation, 
founded by an insurance magnate, and the Annenberg Foundation, created by the 
family that owns  TV Guide  and many other publications ($1.5 million). 

   Presidents, Wars, and Public Opinion 

 Although the eff orts of the Foreign Policy Association, the World Aff airs Coun-
cils, and the United Nations Association are important in shaping opinions among 
the most attentive publics, the actions of the president and his top foreign-policy 
offi  cials are the strongest infl uences on public opinion in general on specifi c for-
eign policy issues. 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 of 1966, 
the public was split fi fty-fi fty, 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 supported the bombing. After President Johnson 
announced a partial bombing halt in April 1968, only 26 percent favored contin-
ued bombing (Mueller 1973, pp. 70–73). 

 However, there are limits to the shaping of public opinion on foreign policy 
when social stability is threatened, the lives of young Americans in the military 
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are at risk, and there is potential for social protest. Opposition to both the Korean 
and Vietnam wars grew consistently as the number of American casualties con-
tinued to mount. Demonstrations and teach-ins at universities in the mid-1960s 
helped consolidate a large minority against the Vietnam War by 1967 and prob-
ably played a role in halting the escalation of the ground war. At the same time, 
opinion polls showed that the general public disliked the antiwar protestors even 
more than they disliked the war (Mueller 1973, pp. 164–165; Mueller 1984). 

 Despite a massive public relations eff ort on the part of the Bush administra-
tion after its invasion of Iraq in 2003 and a generally supportive press, public opin-
ion turned against the war by 2005 as the military’s death toll mounted. Th ere was 
only one diff erence from the past, according to a political scientist who has done 
sustained work on public opinion concerning American involvement in wars since 
World War II: Th is time the critical attitudes developed much faster (Mueller 
2005). Nevertheless, it was not until late September 2006, shortly before the mid-
term congressional elections, that it seemed likely that this growing disapproval 
of the war might aff ect the election. Even with the last-minute warnings, many 
analysts were still surprised when people reported in exit polls that their number 
one concern was the war and that they had voted to put the Democrats back in 
charge of both houses of Congress for the fi rst time since 1994. 

     TRYING TO SHAPE OPINION ON ECONOMIC POLICIES 

  Corporate leaders fi nd the generally liberal opinions held by a majority of people 
on economic issues to be very annoying and potentially troublesome. Th ey blame 
these opinions in good part on a lack of economic understanding. Th ey label this 
alleged lack of understanding  economic illiteracy , a victim-blaming term, which 
implies that people have no right to their opinions because of their educational 
defi ciencies. Th ey claim these ill-informed liberal opinions would change if people 
had the facts about the functioning of corporations and the economy. As a result, 
they have spent tens of millions of dollars trying to present the facts as they see 
them. However, attempts to shape public opinion on economic policy are even less 
successful than on foreign policy because people have their own experience and 
observations to draw upon, as well as those of friends and neighbors they trust. 

 Th ese points can be demonstrated by a look at the central organization in 
the fi eld of economic education, the Council on Economic Education (CEE). It is 
only one of many organizations that attempt to shape public opinion on domestic 
economic issues, but its eff orts are typical in many ways. Founded in 1949 by lead-
ers within the Committee for Economic Development, who wanted to counter 
the strident ultraconservative economic educational eff orts of the National Asso-
ciation of Manufacturers, the CEE received much of its early funding from the 
Ford Foundation. Most of its fi nancial support now comes from corporations and 
corporate foundations. Th e CEE’s website lists the following corporate founda-
tions that have given $100,000 or more to support its eff orts: 3M Foundation, 
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Allstate Insurance Company, American Express Foundation, Ameritech, AT&T, 
Bank of America, HSBC, International Paper, McGraw-Hill, Merrill Lynch, 
Moody’s, State Farm Insurance, UPS, Verizon, and Wells Fargo. Th e Business 
Roundtable, the Mortgage Bankers Association, NASDAQ, the federal govern-
ment’s Department of Education, and three family foundations round out the list. 

 Th e CEE’s board refl ects the fact that it is part of the opinion-shaping net-
work. In 2011 it included Harold Burson, the co-founder of the public relations 
fi rm Burson-Marsteller, along with the managing director of Burson-Marsteller. 
Senior vice presidents from State Farm Insurance, Verizon, and Well Fargo Bank; 
several partners and offi  cers in fi nancial fi rms; and professors of economics from 
Harvard and George Washington University also served on the board. Th e presi-
dent in 2011, Nan J. Morrison, earned a BA at Yale, an MBA at Harvard Busi-
ness School, worked as a middle-level executive at General Electric and Morgan 
Stanley, and was a partner at Accenture, a major accounting and consulting fi rm, 
before she joined CEE. In response to a new grant from the Department of Edu-
cation in 2010, she said in a news release, “Th e economic turbulence of the past 
few years has certainly heightened the importance of economic and fi nancial 
literacy” (Morrison 2010). 

 Th e CEE attempts to infl uence economic understanding by means of 
books, pamphlets, videos, and press releases. Its most important eff ort is aimed 
at elementary and high schools through its “Economics America” program. Th is 
program provides schools with curriculum plans and materials to introduce basic 
economic ideas at each grade level. To prepare teachers to carry out its general 
curriculum, the CEE has created a network of state councils and several hun-
dred university centers to coordinate the training of teachers in the nation’s col-
leges and universities. Th e CEE claims that it reaches 150,000 teachers who serve 
15 million students each year. 

 After the near implosion of the economy when the housing bubble defl ated 
in 2007–2008, the CEE quickly developed an eight-lesson packet named “Teach-
ing Financial Crisis.” It also launched another campaign against economic illiter-
acy that had a strong victim-blaming quality toward both individuals and schools 
through its claim that there is a “lack of understanding of the importance of sav-
ing and investing,” as well as an “inability to discern the consequences of power-
ful international economic changes.” Moreover, the fact that many people do not 
“even know the meaning of   ‘profi t,’  ” is “evidence that we as a nation can no longer 
aff ord to make economics an option in our schools” (CEE 2009; Wikipedia 2012). 
AT&T, 3M, the Bank of America, Wells Fargo, the Business Roundtable, and 
many other corporations and business groups donated $100,000 or more for the 
campaign. 

 As this brief overview shows, the CEE’s program began in corporate board-
rooms and a policy-discussion group, is fi nanced by corporate and family founda-
tions, is carried out through affi  liated councils and university centers, and ends 
up in teacher-training programs and public school curricula. In that regard, it is 
an ideal example of the several steps and organizations that have to be studied to 
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understand how the corporate community and policy-discussion organizations 
attempt to shape public opinion on any domestic issue of concern to their lead-
ers. However, despite all this eff ort, the level of “economic illiteracy,” according to 
CEE polls, remained as high in the 2000s as it was in earlier decades. 

 Th e CEE’s survey results fi t with a large-scale national survey conducted 
by political scientists in 2007. It showed that Americans agree with the corpo-
rate community that private enterprise is a good way to run an economic system, 
and they share the opinion that government can grow too large. But everyday 
Americans also want far more job-creation programs, fi nancial support for college 
educations, and social insurance programs than most wealthy individuals think 
is sensible. Th is contrast once again suggests that a majority of Americans are 
conservative egalitarians, and pragmatic as well, but their views are economically 
illiterate from the corporate point of view (Page and Jacobs 2009). In 2010, for 
example, a majority of average Americans thought that creating jobs was far more 
important than reducing the federal defi cit, but wealthy Americans in the top 
1 percent, with a median net worth of $7 million, strongly disagreed on this and 
several other economic issues (Page, Bartels, and Seawright 2011). 

 Th e power elite’s inability to engineer support for their views on economic 
issues reveals the limits of the opinion-shaping process in general. As emphasized 
throughout this chapter, these limits are in good part created by the work experi-
ences and general observations of average citizens, which lead them to be skepti-
cal about many corporate claims. Th en, too, the alternative analyses advocated by 
liberals, trade unionists, and the religious right also have a counteracting infl uence 
on elite eff orts at opinion-shaping. 

 Although the power elite are not able to alter the liberal views held by a 
majority of Americans on a wide range of economic issues, this does not necessar-
ily mean that the liberal opinions have had any infl uence. To the contrary, a large 
body of evidence suggests that the majority’s opinion is often ignored. Th is point 
is demonstrated historically by the conservative directions taken by the Carter and 
Reagan administrations from 1978 to 1983, despite strong evidence that the pub-
lic remained liberal on the issues under consideration: “Th roughout 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’  ” (Page and Shapiro 1992, p. 117). Another detailed anal-
ysis of survey data relating to the alleged rightward shift in that time period found 
little support for the claim, except on issues related to crime. It concluded that 
Democratic and Republican leaders embraced conservatism in the 1970s, but that 
the American electorate did not follow their lead (Gold 1992). 

 Th ese past fi ndings were reinforced by a new analysis of questions drawn 
from several hundred opinion surveys carried out primarily between 1981 and 
2002, augmented by questions from surveys from 1964–1968 and 2005–2006. It 
concluded that the American government was responsive to the “most affl  uent 
citizens” on issues of taxes, economic regulation, and social welfare, which meant 
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a responsiveness to the top 10 percent, because there are too few high-income 
respondents in standard survey to make more refi ned analyses. In contrast, “the 
preferences of the vast majority of Americans appear to have essentially no impact 
on which policies the government does or doesn’t adopt” on these issues (Gilens 
2012, p. 1). Th ese results are supported by a smaller study of three general social 
surveys from the past that compared the top 4 percent of income earners with the 
remaining 96 percent (Page and Hennessy 2010). 

 It is usually possible to ignore public opinion on domestic economic issues 
because the nature of American political parties makes it diffi  cult to infl uence 
policy through the electoral process, as explained in Chapter 6. In particular, most 
liberal initiatives that made it to the fl oor of Congress were blocked between 
1939 and 1996 by the conservative coalition of Northern Republicans and South-
ern Democrats. As most of the remaining conservatives found their home in the 
Republican Party between 1996 and 2012, there were always enough of them in 
the House or Senate to block domestic spending programs that were favored by a 
majority of the public. 

    THE POWER ELITE AND SOCIAL ISSUES 

  Highly charged social issues have received great attention in the mass media and 
fi gured prominently in political campaigns since the 1960s. Some of these issues 
are now history, such as busing; some were still burning hot in the early 2000s, 
including abortion, gun control, protection against discrimination for gays and 
lesbians, and same-sex marriage. Despite the time and energy that goes into these 
issues, they are not of direct concern to the power elite. Th ere is no power elite 
position on any of them. Some individuals within the power elite may care pas-
sionately about one or more of them, but these issues are not the subjects of dis-
cussion at the major 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 very important in election campaigns because 
many people care passionately about them. Th ey are therefore front and center 
in battles between the Democrats and Republicans due to the fact that liberals 
support progressive changes on all of them and social conservatives resist such 
changes. Although the religious right is deeply and genuinely concerned about 
moral issues as a matter of principle, they are seen by most conservative political 
consultants as “cross-cutting” issues that can be used as “wedges” in trying to defeat 
liberal-labor candidates in the electoral arena. Th is point is revealed extremely well 
in a tell-all memoir of his years in the Offi  ce of Faith-Based Initiatives in the 
White House by a disenchanted Christian conservative, who was surprised by the 
cynicism of the George W. Bush administration’s political advisors (Kuo 2006). 
Th ese issues are thought to be useful to conservative political candidates because 
voters who agree with the liberal-labor alliance on economic issues often disagree 
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with it on one or more social issues, which provides an opportunity for conserva-
tives to win their allegiance. 

 Although a majority of Americans were liberal or tolerant on most of these 
issues by the 1980s, conservative political consultants nonetheless continue to 
stress them because they hope to gain support from a few percent of the most 
emotional opponents of each of the liberal social initiatives, people who might 
otherwise vote Democratic. If each of these issues can win over just 1 to 2 percent 
of voters, the cumulative eff ect can make a large diff erence in close elections. 
Social issues therefore have been an integral part of the Republicans’ electoral 
strategy since the mid-1960s. 

 Ultraconservative foundations, think tanks, and opinion-shaping groups 
contribute to the eff ective use of social issues in the electoral arena by running 
a variety of media campaigns. In the process they link their dislike for gender 
equality, abortion, greater sexual freedom, and gay rights with economic issues 
such as poverty and welfare spending. Th ey do so, for example, by claiming that 
childhood poverty and youth violence are caused by an alleged decline in fam-
ily values and responsible fatherhood, not by low incomes and unemployment 
(Coltrane 2001). 

    THE ROLE OF THE MASS MEDIA 

  Ownership and control of the mass media—newspapers, magazines, books, radio, 
movies, television, and increasingly, the Internet—are highly concentrated. Mem-
bers of the upper class own all of the large media companies and these companies 
have extensive interlocks with other large corporations. In addition, the media 
rely on corporate advertising for the lion’s share of their profi ts, making them 
dependent on other corporations (e.g., Bagdikian 2004; Klinenberg 2007). 

 Th e 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 usually accept and package events. Th eir style and tone generally take the 
statements of business and government leaders seriously, treating any claims they 
make with great respect. Th is respectful approach is especially noticeable and 
important in the area of foreign policy, which the media cover in such a way that 
America’s diplomatic aims usually seem honorable, and corporate and government 
involvement overseas is portrayed as necessary and legitimate. However, beyond 
these very general infl uences, which can fall by the wayside in times of social 
or economic disruption, the media are a secondary part of the opinion-shaping 
process because their message is often ambiguous or ignored. 

 Moreover, studies of media infl uence provide confl icting results, especially 
between what is found in experimental studies as compared to studies in more 
natural settings and to surveys of what people remember from news stories. Labo-
ratory studies on “agenda setting” by political scientists and social psychologists 
suggest that the placement of a story fi rst on a doctored version of the evening 
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news, or repeating it several times during the course of a week, leads people to 
think of those issues as more important (Iyengar and Simon 2000). On the other 
hand, 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) people negotiate with media messages in complicated ways that vary from 
issue to issue” (Gamson 1992, p. 4). Adding to doubts about strong infl uence from 
the media, there is also 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. An 
authoritative textbook on public opinion concludes its chapter on the mass media 
by saying there is no clear evidence that this relationship is more than minimal 
(Erikson and Tedin 2011, Chapter 8). 

 Th e limits on the owners and managers of the mass media in shaping pub-
lic opinion were demonstrated dramatically in 1998 by the unwillingness of the 
public to endorse the impeachment of President Bill Clinton for sexual indiscre-
tions and his failure to tell the truth about them, even though it was enthusiasti-
cally advocated by most of the Washington pundits who appear on television. In 
addition, over 140 newspapers called for his resignation. However, to the sur-
prise of media leaders, a strong majority of Americans opposed impeachment, 
despite their highly negative opinion of the president’s personal behavior. Th ey 
made their own distinction between job performance and personal morality. One 
polling expert concluded that the campaign against President Clinton might have 
increased public resentment toward the media. He also thought that this event 
“proves just the opposite of what most people believe: how little power the media 
elite have over public opinion” (Schneider 1998, p. 2350). 

 In the case of television, any infl uence on public opinion it might have had 
in the past declined because the audience for the relatively few serious news pro-
grams that used to be carried by the three main television empires (ABC, CBS, 
and NBC) all but disappeared after the rise of cable TV and the new social media 
in the 1990s. As a result, television stations put even more emphasis on human 
interest stories, usually starting with local crime news, because people use sites on 
the Internet, talk radio, and late-night comedy news shows to keep up with the 
news. Th e rise of the ultraconservative Fox News channel and other conservative 
media led to much concern and commentary, but their main infl uence was to rein-
force the views of the already convinced and to help mobilize them for grassroots 
political action (Skocpol 2012, pp. 50–54, 69). 

 Despite the generally conservative biases of newspaper owners, systematic 
past studies of the socialization of journalists and of how the news is gathered 
and produced conclude that every eff ort was made to present both sides of a story 
(Gans 1985; Schudson 1995; Schudson 2011, Chapters 1–2). Th e relative inde-
pendence of journalists was fi rst of all seen in the many newspaper and magazine 
stories on corporate and government wrongdoing within the long tradition of 
investigative journalism, which is the aspect of journalism that may be disap-
pearing due to cost cutting and the further concentration of media into the few 
remaining conglomerates (Klinenberg 2007). 
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 Th en, too, there is evidence that what appears in the media is most impor-
tantly shaped by forces outside of them, which means that the corporate leaders, 
politicians, experts, and celebrities with the ability to make news have as much 
impact as, or more than, owners, editors, and reporters. A political scientist who 
specializes in media studies concluded that the media are “to a considerable degree 
dependent on subject matter specialists, including government offi  cials among 
others, in framing and reporting the news” (Zaller 2006, p. 319). He made his 
point with examples from the natural sciences, psychology, and psychiatry, but it 
can be generalized to all specialized fi elds once liberal and conservative experts 
come to agreement on the steps that need to be taken. As a result of the ensueing 
consensus, journalists tend to adopt what is taken to be the accepted viewpoint in 
framing their stories. 

 It is precisely at this juncture that the policy-planning and opinion-
shaping networks play their most important roles in terms of the foreign and 
domestic issues of concern to the corporate rich. Th eir organizations provide 
bipartisan written reports by established experts, often with representatives from 
past Democratic and Republican administrations. Th e think tanks and policy-
discussion groups also make the experts available to journalists for background 
interviews or television appearances. Such experts include those corporate lead-
ers who have been legitimated as statesmen on specifi c issues on the basis of 
their long-time involvement in policy-discussion groups. Th is process constrains 
any inclination on the part of journalists to inject their personal views, although 
it remains the case that they have some leeway to pick the spokespersons they 
want to feature. 

 In addition, the generally objective nature of newsgathering often leads to 
instances in which the media print or broadcast stories that create major prob-
lems for the power elite. For example, political leaders, corporate executives, and 
policy experts are unable to stop or even shape stories when there are unexpected 
accidents, scandals, or leaks, which lead to stories that tell readers and listeners 
about corporate wrongdoing, illegal payments to government offi  cials, torture of 
prisoners by the American military, and much else. In 2005, for example, there 
was no way to hide the fact that the George W. Bush administration had been 
slow to respond to Hurricane Katrina when it destroyed parts of New Orleans. 
Nor could the public relations employees at British Petroleum (BP) disguise the 
fact that the company was cutting corners and risking its employees’ lives when 
one of its oil wells exploded in the Gulf of Mexico in April 2010, killing 11 men 
working on the rig and creating the largest marine disaster in the history of the 
oil industry. 

 In these unexpected and usually uncontrollable situations, the general pub-
lic learns through the media how the power structure actually operates. Most of 
all, people are reminded to take the claims by politicians and the public relations 
industry with a huge grain of salt (Molotch 2004; Molotch and Lester 2004). 
Th en, too, the media played a role in the successes that small clusters of reform-
ers enjoyed in past decades on a few specifi c issues. Th ese lawyers, experts, and 
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activists developed information on the issues of concern to them, found ways to 
present that information at just the right moment in one or another governmental 
setting, such as congressional hearings, and then depended on press releases, press 
conferences, and staged events to encourage the media to spread their stories. 
In short, their formula for success was information plus good timing plus use of 
the media. 

 Generally speaking, then, the media can amplify the message of the people 
that have the power to gain access to them, starting with government offi  cials, 
corporate leaders, and experts from the policy-planning network, and they can 
sometimes marginalize, trivialize, or ignore the concerns of the less powerful. But 
the messages the media provide sometimes aid the liberal-labor alliance. In many 
cases, media messages are ambiguous or confusing to their half-attentive audi-
ences and are often ignored (see Schudson 2011 for a detailed and balanced per-
spective of the role and infl uence of the mass media in American society). 

    ATTEMPTS TO “ENFORCE” PUBLIC OPINION 

  Th ere are limits to the tolerance within the power elite for the general public’s dis-
agreements about public issues, although these limits vary from era to era depend-
ing on the degree of strife generated by social movements, and they are never fully 
clear until they are tested. Members of the power elite therefore utilize a range of 
coercive measures to limit changes in public opinion that they see as threatening, 
which means there can be serious personal costs for the people who begin to criti-
cize the general consensus. Th ese attempts to enforce the limits on disagreement 
begin with strong criticism from their employers or in stories planted in the media 
by public relations fi rms, which carry warnings through the angry use of labels 
such as “extremist” or “un-American” or “anti-American.” Th e next steps are exclu-
sion from events and dismissal from jobs. Such punishments are relatively minor 
for activists who are extremely committed to their viewpoint, but most people are 
very uncomfortable when they are in any way excluded or criticized by their peers. 

 Th e use of scorn, isolation and other sanctions is seen most directly in the 
treatment of “whistle-blowers,” employees of corporations or government agen-
cies who expose wrongdoing by their superiors. Contrary to the impression that 
they are rewarded as good citizens for stepping forward, they are relieved of their 
responsibilities by higher authority fi gures in the organization, and then shunned 
by peers out of fear of guilt by association. Th eir 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. Th eir fate serves as a warning for oth-
ers that speaking out is personally risky (Miethe 1999; Rothschild and Miethe 
1994). Th ose who become prominent public critics of some aspect of conventional 
wisdom receive similar harsh treatment. Th eir motives are questioned and nega-
tive stories appear in the media, which attempt to demonstrate that they are act-
ing from irrational psychological motives. Th ey and any organizations they lead 
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become subject to spying, intimidation, and the disruption of their meetings. Th e 
tactics used against the opponents of lumber, chemical, and meat companies have 
been especially harsh (Stauber and Rampton 1995). 

    WHEN PUBLIC OPINION CAN AND CANNOT BE 
IGNORED 

  A majority of Americans have moderate opinions on foreign policy and liberal 
ones on economic issues that are often opposed by the corporate rich. However, it 
is unlikely that any focused public opinion exists on very many of the complicated 
legislative issues of concern to the corporate community or on the volatile foreign 
policy issues that often arise suddenly and are shaped by grim warnings from the 
president, the secretary of state, and the secretary of defense, with a large assist 
from scare stories in major media outlets. More generally, under the umbrella of 
crisis talk, confusion, and doubt, which are in part generated by organizations in 
the opinion-shaping network, the power elite and elected offi  cials enjoy a great 
deal of leeway on many domestic economic and social welfare questions as well. 
Furthermore, public opinion usually can be ignored because people’s beliefs do not 
lead them into opposition or disruption if they have stable roles to fulfi ll 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 crucial of which 
involve family, jobs, friends, and forms of relaxation and entertainment, are more 
important in understanding people’s acquiescence than attempts by the power 
elite to shape public opinion (Flacks 1988). 

 What happens in the economy and in government therefore has far more 
impact on how people act than what is disseminated through the opinion-
shaping network and the mass media. Th is point is demonstrated by the fact 
that the George W. Bush administration lost favor with the great majority of the 
American people because of the rising American casualties in Iraq after 2005 
and the rapid decline of the economy in late 2007, in spite of massive attempts 
by power elite spokespersons and organizations with complete access to the mass 
media to claim that the war was going well and that the economy was on the 
right track. 

 But there are limits to the actions the power elite and elected offi  cials can 
take without generating a reaction from a signifi cant number of Americans of 
one political persuasion or another. Public opinion can have an impact when 
people are forced out of their routines by economic upheaval, wars, and other 
forms of social disruption. In those cases, public opinion can have an impact 
because it leads to large-scale election setbacks for the incumbent political party, 
or disruption of corporate and government activities, or social movements that 
challenge one or another aspect of the established order. Historically, disruptive 
social movements motivated members of the power elite to seek solutions—
sometimes reformist, sometimes repressive—that would restore social stability. 
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Government spying and intimidation can become very important in the face of 
such instances of extreme upheaval, as seen by FBI and CIA actions during the 
civil rights and antiwar movements in the 1960s, which is another reason why 
the corporate rich want to be sure they control government (Cunningham 2004; 
Davis 1992). 

 Although this chapter suggests there is usually a large amount of latitude 
for the power elite and elected offi  cials to operate as they wish to, this conclusion 
is incomplete in one important respect. It has not considered the possible impact 
of public opinion through the electoral process. It is now time to see if and when 
elected offi  cials respond to majority public opinion, or if they instead adopt poli-
cies advocated by the corporate community within the special-interest and policy-
planning processes.    
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  Elections hold the potential for citizens to shape public policy through support 
for candidates that 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 a brief discussion of how the expansion of voting rights 
in most Western countries in the nineteenth and early twentieth centuries was 
hedged in by changes in the way elections were organized. 

  ELECTORAL RULES AS CONTAINMENT STRATEGIES 

  Although historical studies of voting and elections usually focus on the gradual 
acquisition of voting rights by the large percentage of people who previously were 
not allowed to vote, it is also the case that already established political parties and 
their well-to-do backers were at the same time creating containment strategies 
as “safeguards” that would limit the impact of expanded electorates on legislative 
bodies (Ahmed 2010, p. 1060). Th ese safeguards primarily concerned the nature 
of the rules under which elections would be held. Would there be one representa-
tive elected from each of many specifi c geographical areas, as has been the case in 
most states in the United States for most of its history, or would there be several 
representatives from each geographical district, or even legislative representatives 
selected by the country as a whole? 

 Th e nature of the debate and its eventual outcome depended on many fac-
tors that varied from country to country. But they always included the extent to 
which the established parties felt they could work together to defend the status 
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quo, along with the degree to which they feared that political parties supported 
by the new voters might pose a major threat to economic elites (Ahmed 2013b). 
Generally speaking, leaders from the established parties, after much arguing 
within and between parties, decided on one representative for each geographical 
district if they thought that the new voters and their parties could be easily con-
tained. In other countries, the powerful and their parties opted for a more radical 
containment strategy because they felt sure the new labor-based parties would 
win large majorities and change the socioeconomic system. Called “proportional 
representation,” this system abandons districts for nationwide elections in which 
each party receives representation in the legislature roughly in proportion to its 
overall percentage of the vote once a minimum threshold is reached. 

 In Belgium, Denmark, and Sweden, by way of striking examples, the estab-
lished parties opted for a system of proportional representation because they saw 
it as the only possible way to limit the burgeoning leftist parties. Th ese new labor 
and socialist parties generally opposed this change very vigorously because they, 
too, thought that they would win large majorities under the current rules. Ironi-
cally, the proportional representation system, which was instituted in all three 
countries despite the protests of the leftist parties, is now seen as a very fair and 
open system, and perhaps it is. But the fact remains that it was promulgated as 
a defensive measure to ensure that pro-business and conservative constituencies 
would have at least a strong minority representation in the legislature that could 
limit systemic changes. In that regard, proportional representation is the outcome 
of a power struggle, a containment strategy that very much succeeded. 

    ELECTORAL CONSTRAINTS AND VOTER SUPPRESSION 
IN AMERICA 

  Th e brief history of electoral containment in the previous section might seem to 
have little relevance to the United States. After all, the right to vote spread fairly 
quickly before and after the Constitution was passed. Sometimes states used the 
right to vote as a way to attract more settlers, and sometimes rival political parties 
were eager to enfranchise those portions of the underlying population that they 
thought would be sympathetic to them for religious, ethnic, or regional reasons. 
Still, the Constitution itself did include containment strategies, which the Found-
ing Fathers thought were necessary to “fi lter popular infl uence,” such as the elec-
tion of senators by state legislatures and the creation of the Electoral College to 
select the president (Piven 2006, p. 52). 

 Single-member districts seemed well established in the United States by 
the early nineteenth century, but the fact that the Constitution left it to the states 
to decide how they would elect members to the House of Representatives led to 
problems. By the 1830s, a few states were electing multiple representatives from 
a few large districts. Furthermore, 10 of the 26 states, mostly smaller states in 
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both the North and South, were using statewide elections to fi ll all their House 
seats in an attempt to send one-party delegations to Washington to maximize 
their impact. Th is strategy soon led to the realization that if just three or four 
of the largest states in the North adopted this approach, then one party could 
dominate the entire House. Th ese problems were compounded by the formation 
of a Workingmen’s Party in 61 cities by 1834, and then by the development of 
pro-worker factions within the Democratic Party in some states. Faced with the 
possibility of “mob rule,” conservative members of both parties narrowly passed 
congressional legislation in 1842 that reaffi  rmed the need to elect just one repre-
sentative from a specifi c district for each House seat allotted to a state (Ahmed 
2013a, Chapter 4). 

 Confl icts over electoral rules then declined in the face of the increasing 
strife between the North and South in the 1840s and 1850s, and the ensuing 
Civil War. However, the same tensions returned in the 1870s due to the growth 
of the Greenback-Labor Party, an anticorporate farmer-labor alliance, which won 
13 of the 293 seats in the House in 1878. Th ere was even a small group of wor-
ried conservatives who thought that proportional representation might be nec-
essary. However, the collapse of the Greenback-Labor Party because of mutual 
suspicions between its farmer and labor wings ended any discussion of changing 
the electoral rules (Ahmed 2013a, Chapter 4). Both parties decided they could 
contain any potential threats that might develop from African American voters in 
the South or from the fast-growing working class in the North by manipulating 
the boundaries of House districts (“gerrymandering”) and by engaging in various 
types of voter suppression. 

 Th e impact of gerrymandering can be seen very clearly in the results of the 
redistricting based on the 2010 census, which changed outcomes in as many as 
twenty-fi ve districts in the 2012 elections and helped Republicans win six seats 
in the House they might otherwise have lost. Th e full impact of gerrymandering 
for both parties can be seen in the fi nding that Republican candidates won 
53 percent of the vote and 72 percent of the seats in states controlled by Repub-
licans, while Democratic candidates won 56 percent of the vote and 71 percent 
of the seats in states controlled by Democrats. By way of contrast, in states in 
which the courts, an independent commission, or both parties reconfi gured the 
districts, Democrats won a little over half the vote and 56 percent of the seats, 
whereas Republicans won 46 percent of the votes and 44 percent of the seats. 
Most districts shaped by Republicans included such a high percentage of likely 
Republican voters that their party may be able to control the House until the 
redistricting after the 2020 census. For example, voters in Pennsylvania cast 
83,000 more votes overall for Democratic congressional candidates in 2012, 
but Republicans won thirteen of the state’s eighteen House seats (Palmer and 
Cooper 2012). 

 As for voter suppression, Southern Democrats used poll taxes, literacy tests, 
and violence between the 1880s and 1965 to keep African Americans from vot-
ing, and in the process disenfranchised many low-income white voters as well 
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(Kousser 1974). Beginning in the 1970s, Republicans made frequent accusations 
of voter fraud, demanded proof of citizenship, mandated picture IDs, and arbi-
trarily purged voter rolls to suppress voting by low-income people from com-
munities of color in the states they controlled, although state-level courts blocked 
some of these eff orts shortly before the 2012 elections (Davidson, Dunlap, Kenny, 
and Wise 2004; Hasen 2012; Piven, Minnite, and Groarke 2009, Chapter 6). Th e 
result of these combined party eff orts to suppress voting by some groups, which 
included several other stratagems besides those already mentioned, such as reject-
ing same-day voter registration and weekend voting, is a constricted electorate 
that is skewed toward white and higher-income citizens. 

    HOW GROWTH COALITIONS CHANGED 
ELECTORAL RULES 

  Lest any reader think that containment strategies have never been implemented 
in the United States, the manipulation of electoral rules can be seen very directly 
and dramatically at the local level in reaction to serious challenges. Th ese chal-
lenges began in the 1880s when ethnically based political machines, usually affi  li-
ated with the Democratic Party and strongly dependent upon the votes of craft 
and industrial workers, came to dominate many city governments. In the early 
twentieth century, a further threat arose from the newly formed Socialist Party, 
which elected 1,200 members in 340 cities across the country in 1912, including 
79 mayors in 24 diff erent states (Weinstein 1967, pp. 93–118). 

 Th e local growth coalitions reacted to these challenges in 1894 by creating 
a national-level policy-planning organization, the National Municipal League, 
at a meeting that included 150 city developers, lawyers, political scientists, and 
urban planners from 21 cities in 13 states. Th e organization gradually developed 
a number of potential changes in electoral rules (called “reforms”) that added up 
to a containment strategy. Th ese changes were presented as eff orts to eliminate 
corruption, reduce costs, and improve effi  ciency, but each of them lowered voter 
turnout and thereby made it more diffi  cult for Democrats and Socialists to win 
elections (Alford and Lee 1968). Th ree of the reforms were especially important: 

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 diff er-
ent, which obscured the many policy connections between local and 
national levels;  

2.    Nonpartisan elections . It was claimed that parties should not play a role 
at the local level because the citizens of a community have common 
interests that should not be overshadowed by partisan politics. Th is 
reform made it necessary for candidates to increase their name recogni-
tion because voters could no longer rely on the labels “Democrat” or 
“Socialist” to identify the candidates with whom they sympathized.  

dom26717_ch06_132-161.indd   135dom26717_ch06_132-161.indd   135 13/04/13   3:54 PM13/04/13   3:54 PM



136 PARTIES AND ELECTIONS

3.    Citywide elections . It was argued that districts do not have the same 
usefulness that they do at the congressional level because the problems 
facing members of a city council involve the city as a whole and not 
separate neighborhoods. Th e elimination of city electoral districts made 
it more diffi  cult for neighborhood leaders, whether Democrats, Social-
ists, or ethnic and racial minorities, to hold their seats on city councils, 
because they did not have the money and name recognition to win 
citywide elections.  

  Th e National Municipal League’s eff orts did not produce many successes 
until it was able to take advantage of the fear and patriotism created during 
World War I, branding the Socialists as antiwar traitors. By 1919, it had been able 
to implement its ideas in 130 cities, and it continued to make gains in the next 
several decades (Schiesl 1977). By 1991, 75 percent of American cities had non-
partisan elections and 59 percent used citywide elections. Th e successful resistance 
to the package of reforms came from large cities with strong Democratic Party 
organizations (Renner and DeSantis 1994). 

 Despite the partial failures in large cities, the larger goals of the growth 
coalitions’ containment eff orts were achieved. Th e direct connections between 
local and national government were now less obvious and the local branches of 
the two major parties were eliminated from local politics in half of all American 
cities, thereby reducing the usefulness of city councils as a training ground for 
liberal-labor candidates and making it harder to create a comprehensive liberal-
labor program. By the 1940s, business owners, often legitimated for elected offi  ce 
by service on well-publicized committees of the local Chamber of Commerce, 
were the overwhelming presence on most city councils, which demonstrates once 
again that all segments of the ownership class have to be constantly involved 
in eff orts to control government in a country in which citizens have the right 
to vote. 

    HOW ELECTIONS NONETHELESS MATTER 

  Despite the success of the various eff orts to contain and suppress the voting power 
of average Americans, elections nonetheless made it possible for them to have 
some impact on government. At the least, elections allow citizens to determine 
which of the rival parties plays the lead role in government. In practice, this means 
that diff erent occupational, religious, and ethnic groups become part of rival 
corporate-led coalitions that contend for offi  ce on a wide range of appeals. For 
example, white Protestants of all classes in all regions of the country are far more 
likely to vote for Republicans than either Catholics or Jews, although Catho-
lics became more sympathetic to the Republicans after the 1960s (Manza 2012; 
Manza and Brooks 1999). In 2006, for example, 62 percent of white Protestants 
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voted Republican, compared to 49 percent of white Catholics and 12 percent of 
Jews. In 2012, 70 percent of white Protestants, 60 percent of white Catholics, 
and 29 percent of Jews (who are less than 2 percent of the electorate) voted for 
Romney (Edison Research 2012). Religion is a major factor in party preferences 
in many other countries as well (Nieuwbeerta, Brooks, and Manza 2006). 

 Th en, too, elections provide the opportunity to register disapproval of gov-
ernment policies. Th is role was demonstrated when voters replaced the Republican 
Party, which had been dominant throughout the 1920s, with Democrats in the 
1930, 1932, 1934, and 1936 elections in the face of the Great Depression, reduc-
ing the Republicans to a very small minority in Congress. Conversely, Republicans 
replaced Democrats in the White House and the Senate in 1980 at least in part 
due to the frustrating combination of high infl ation and rising unemployment in 
the late 1970s. 

 Th e importance of elections in rejecting current policies was demonstrated 
again in 2008 when a majority of voters took a decisive turn to Senator Obama in 
late September after the fi nancial turmoil made the perilous state of the economy 
by far the overriding issue in most people’s minds. According to weekly polls, 
the change was especially pronounced among those whites most concerned about 
the state of the economy, 54 percent of whom came to favor Obama, compared 
to a mere 10 percent of whites not worried about the economy (Balz and Cohen 
2008). Although the Obama campaign rallied many new voters to the polls, a 
study utilizing both voter turnout fi gures and a survey of voters in 2008 estimated 
that 23.6 percent of Bush supporters in 2004 either did not vote, or else voted for 
Obama or a third-party candidate, which was enough for Senator Obama to win 
the election without the new voters (Lupia 2010, Table 3). 

 Finally, elections matter as a way to introduce new policies in times of social 
upheaval caused by extreme domestic problems. In the nineteenth and early twen-
tieth centuries, this role was often fulfi lled by third parties that appeared suddenly 
on the scene, such as the new parties of the 1840s and 1850s that fi rst advocated 
the abolition of slavery. Beginning in the second decade of the twentieth century, 
primary elections gradually became the main electoral arena for the introduction 
of new ideas. 

 Even after taking various containment strategies into account, however, 
elections have yielded far fewer successes for the liberal-labor alliance than might 
be expected on the basis of liberal-labor victories in most Western democracies. 
Th e reasons for this diff erence are explained in the remainder of this chapter. 

    WHY ONLY TWO MAJOR PARTIES? 

  In sharp contrast to countries that use proportional representation to elect their 
legislatures, in which there are always four or more substantial political parties, 
there have been only two major parties for most of American history. Th e lone 
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exceptions were a brief one-party era from about 1812 to 1824, after the Federal-
ist Party collapsed, and a few years in the 1850s, when the confl ict over extending 
slavery into Kansas and Missouri led to the breakup of the short-lived Whig Party. 
Due to the very rapid disintegration of the Whigs between 1852 and 1856, the 
Republican Party that developed in 1854, based on its uncompromising stance 
toward the extension of slavery westward, does not really qualify as a third party 
because it replaced the Whigs so quickly. 

 Why are there only two major parties despite the country’s tumultuous his-
tory of racial, regional, religious, and class rivalries? Two fundamental features 
of American government lead to a two-party system. Th e fi rst is the use of an 
electoral system that everyone takes for granted in the United States, namely, the 
selection of senators and representatives from states and districts in elections that 
require only a plurality of votes, not a majority. Th is system is called a “single-
member-district plurality system,” and it has led to two-party systems in most of 
the countries that use it (Lipset and Marks 2000; Rosenstone, Behr, and Lazarus 
1996). Th e exceptions tend to be in countries in which a third party has some 
strength in a single region for ethnic or religious reasons. 

 Th e second reason for the American two-party system is a relatively unique 
one: Th e election of a president creates a very diff erent dynamic from that of the 
parliamentary systems of government in Canada and most of Western Europe. 
Th e election of a president is in eff ect a strong version of the single-member-
district plurality system, with the nation serving as the only district. By way of 
contrast, a parliamentary system, even when based in single-member districts, 
provides some room for third parties because a prime minister is selected by the 
parliament after the elections. As a result, there is less pressure toward the two 
pre-electoral coalitions that are called the Democratic and Republican parties in 
the United States. Th us, the enormous power of the presidency makes the ten-
dency toward two parties even greater. Th ird parties are therefore far less likely 
to develop and much smaller than third parties in other countries with district/
plurality elections.* 

  Th e simple fact that only one person can win the presidency or be elected 
to Congress from a given state or district leads to a two-party system by creat-
ing a series of “winner-take-all” elections. A vote for a third-party candidate of 
the right or left is in eff ect a vote for the voter’s least-favored candidate on the 
other side of the political spectrum. Because 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 pre-election coalition, even 

 * As shown dramatically in the 2000 elections, the president is selected by the Electoral College, 

within which each state has a number of electors equal to the size of its congressional delegation. Th e 

minimum number of electors a small state can have is three—two senators plus one House member. 

Electors cast their ballots for the candidate that wins in their state. Th e 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 nation overall. Th is system creates a further disadvantage for third parties. 

dom26717_ch06_132-161.indd   138dom26717_ch06_132-161.indd   138 13/04/13   3:54 PM13/04/13   3:54 PM



  WHY ONLY TWO MAJOR PARTIES? 139

if numerous policy preferences must be abandoned or compromised. Th e result is 
two coalitional parties.* 

  Th ird parties of the left or right therefore seldom 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 overall results. In 2000, 
Ralph Nader and the Green Party contributed to President Bush’s victory by 
taking just enough votes from Democrat Albert Gore in New Hampshire and 
Florida to give their electoral votes—and the presidency—to Bush. It was the 
fi rst time in history that a leftist party had any major infl uence on the outcome of 
a presidential election, which led to deep and lasting anger toward Nader and the 
Green Party on the part of liberals, feminists, environmentalists, and civil rights 
activists, and to the near-total exclusion of Nader from any liberal-labor forums 
for many years. 

 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 Washington in 2000, a Senate seat in South Dakota in 2002, a Senate seat in 
Montana in 2006, and the governorships of Oregon and Wisconsin in 2002 by 
winning far more votes than the margin by which the Republican candidates 
lost to their Democratic opponents (Miller 2002). It is also likely that Liber-
tarian candidates made it possible for Democrats to win the governorship and 
retain a senatorial seat in Montana in 2012 by winning nearly 17,000 votes in 
a governor’s race that was decided by a margin of just 8,300 votes and by win-
ning nearly 30,000 votes in a senatorial race decided by 18,000 votes. In addi-
tion, another third party to the right of the Republicans, the Constitution Party, 
helped to defeat the incumbent Republican senator in Oregon in 2008 by win-
ning 5.2 percent of the vote in an election that the Democrat won by 48.9 percent 
to 45.6 percent. 

 Although the American system of single-member congressional districts 
and presidential elections generates an enormous pull toward a two-party sys-
tem, it was not designed with this fact in mind. Th e Founding Fathers purposely 
created a system of checks and balances that would keep power within bounds, 
especially the potential power of an aroused and organized majority of farmers 
and artisans. However, a party system was not among their plans. Parties are the 
result of the fact that the Founding Fathers decided that the country needed the 
offi  ce of the president to create some unity among the rival states and that it 
needed a Congress based in geographical elections so that every state was sure to 
have representation in Congress. In fact, the Founding Fathers disliked the idea 

 * Th is analysis is not contradicted by the 19 percent of the vote that H. Ross Perot received in 1992, 

running as the candidate of his Reform Party, because his party was positioned between the two 

major parties. As a centrist party, it drew votes from independents as well as partisans of both parties, 

and hence was not more threatening to one than the other. Perot’s vote was also unusual because he 

spent $72 million of his own money to promote his candidacy in 1992, which was the equivalent of 

$118.8 million in 2012. 
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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 fi nally accommodated 
themselves to the idea that the two-party system was not disruptive of rule by the 
wealthy few (Hofstadter 1969). 

 Historically, a two-party system did not foster parties that articulate clear 
images and policies, in good part because rival candidates attempt to blur their 
diff erences in order to win the voters in the middle. It causes candidates to empha-
size personal qualities rather than policy preferences. Moreover, there is evidence 
that a two-party system actually discourages voting because those in a minority 
of even 49 percent receive no representation for their eff orts. Voting increases 
considerably in countries in which districts have been replaced by proportional 
representation (Lipset 1963). 

 For all these reasons, then, the American two-party system leads inadver-
tently to a very important opening for the corporate rich: Th ere need not be a 
close relationship between politics and policy. Candidates can say one thing to 
be elected and then do another once in offi  ce, which of course gives people with 
money, access, and information an opportunity to shape legislation. However, 
none of this fully explains why the liberal-labor alliance has not been able to cre-
ate a party of its own. Th e historic diff erences between the Northern and Southern 
economies, one based in free labor, the other in slavery and segregation, provides 
the explanation for this unusual situation. 

    REPUBLICANS AND DEMOCRATS 

  Two contrasting claims predominate in popular discussions of the Republican 
and Democratic parties. “Th ere’s not a dime’s worth of diff erence between them” 
according to some Americans, which refl ects the parties’ need to appeal to the 
centrist voters in a two-party system. “Republicans represent big business and 
the Democrats represent liberals, unions, and people of color” according to other 
Americans, a belief that derives in about equal amounts from the scare tactics used 
by ultraconservatives and the mythmaking by liberals about their party’s allegedly 
progressive past. In fact, neither of these common images is correct. Th ere always 
have been diff erences between the two parties along regional, racial, religious, and 
class dimensions, and the Democratic Party did not even have a chance to be a 
liberal-labor party until after the 1960s. 

 Although there are many diff erences between the two parties, the most 
important point in terms of articulating a class-domination theory of power is 
that diff erent segments within the ownership class controlled both parties for 
most of their history, as discussed further in Chapter 8. After the ratifi cation 
of the Constitution in 1789 settled the major issues between the Northern and 
Southern segments of the ownership class, at least until the 1850s, it did not take 
long for political parties to develop. From the day in 1791 when wealthy Virginia 

dom26717_ch06_132-161.indd   140dom26717_ch06_132-161.indd   140 13/04/13   3:54 PM13/04/13   3:54 PM



  REPUBLICANS AND DEMOCRATS 141

plantation owners made contact with landowners in upstate New York to create 
what was to become the fi rst incarnation of the Democratic Party, the two par-
ties represented diff erent 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, merchants, industrialists, and small 
farmers in the North (Domhoff  1990, Chapter 9). 

 As with all generalizations, this one needs some qualifi cation. Th e 
Democratic-Republican Party, as it was fi rst known, also found many of its adher-
ents in the North among merchants and bankers of Irish origins, who disliked 
the English-origin leaders in the Federalist Party for historical reasons. Th en, too, 
religious dissenters and Protestants of low-status denominations often favored 
the Democratic-Republicans over the “high church” Federalist Party. Th ese kinds 
of diff erences persist down to the present. In terms of social status, the Federal-
ist and Republican parties have been the party of the secure and established, the 
Democrats the party of those who were in the out-group on one dimension or 
another. Th e characterization of the Democratic Party as a coalition of out-groups 
even fi ts the wealthy slaveholders who dominated the party in its fi rst 69 years 
because they were agrarians in an industrializing society, slaveholders in a land of 
free labor. Although they controlled the presidency in 32 of the fi rst 36 years of 
the country’s existence by electing famous slave owners such as Th omas Jeff erson, 
James Madison, and Andrew Jackson, the planters were on the defensive, and they 
knew it. 

 Following the Civil War, the Democratic Party became even more com-
pletely the instrument of the Southern segment of the ownership class because all 
wealthy white Southerners became its strong supporters to be sure that a coalition 
between populist small farmers and black sharecroppers could not develop within 
the confi nes of the two-party system. At this time they also 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 Protestant Republican majority. 
When some of these new immigrants grew wealthy in the fi rst half of the twen-
tieth century, they became major fi nancial backers of local Democratic machines, 
which soon worked closely with the “courthouse gangs” that predominated in the 
South. Working together, the Northern machines and Southern courthouse gangs 
became the core of the spending coalition that fl ourished during and after the 
Great Depression. Th e liberal-labor alliance that developed within the Demo-
cratic Party in the 1930s was no match for the well-established Southern rich 
and their wealthy urban ethnic allies, which already had secured the allegiance 
of their fellow Irish, Italian, and Eastern European Jewish immigrants (Shefter 
1994; Webber 2000). 

 Th ere is, of course, far more to the story of the Democratic Party. But enough 
has been said to explain why the liberal-labor alliance does not have a party of its 
own, as it does in most democratic countries. Th e electoral rules leading to a two-
party system, in conjunction with control of the Democrats by wealthy Southern 
whites until the 1970s, left the liberal-labor alliance with no good options. It could 
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not form a third party without assuring the election of even more Republicans, who 
are its sworn enemies, but it was not able to win control of the Democratic Party. 

  Th e Spending Coalition 

 Based on analyses that search for issue-focused patterns of voting, political scien-
tists identifi ed a large cluster of legislators that were willing to support most gov-
ernment spending initiatives, which is best understood as a “spending coalition.” 
For the most part, the spending coalition consisted of a majority of Southern 
and non-Southern Democrats who were interested in providing subsidies and 
benefi ts for their main constituents, namely, planters, ranchers, and growers in the 
South, Southwest, and California, and urban real estate interests across the coun-
try (Clausen 1973; Sinclair 1982). Th e nature of their bargain was very explicit. 
A majority of the non-Southern Democrats supported agricultural subsidies and 
price supports that greatly benefi ted plantation owners and other agribusinesses. 
Th e Southerners in turn were willing to support government spending programs 
for roads, urban redevelopment, public housing, hospital construction, school 
lunches, and even public assistance. Although some of these spending programs 
are thought of as “liberal,” in fact many of them benefi ted the urban real estate 
interests that fi nanced the urban Democratic political machines in the North and 
were used to the benefi t of Southern Democrats as well. Th en, too, the construc-
tion unions that are dependent upon urban growth for their livelihoods were 
highly supportive of these programs (Logan and Molotch 2007). 

 However, Southern support for the spending sought by urban Democrats, 
growth coalitions, and construction unions was conditional, based on the accep-
tance of three provisos. Th e spending programs would contain no attacks on segre-
gation, they would be locally controlled so the Southerners could limit benefi ts for 
African Americans to programs for low-income people, and they would diff eren-
tially benefi t Southern states, even on such matters as hospital spending and urban 
renewal funds (Brown 1999, pp. 182–200). In other words, the spending coalition 
was premised on excluding African Americans from many of its policy benefi ts. 
Th is exclusionary alliance was one of the main reasons why African Americans 
took to the streets in large Northern cities between 1963 and 1967 to force gov-
ernment agencies staff ed by traditional Democrats to change their rules and give 
them access to programs related to jobs, housing, and education (Quadagno 1994; 
Sugrue 2008). 

 Th e basic core in this spending coalition was the approximately 100 Demo-
crats from the segregationist states and the 50 to 60 machine Democrats from 
major urban areas outside the South, which together controlled the House and 
Senate committees of concern to them through their seniority and their shared 
interest in government spending. However, after World War II this core coalition 
had to be augmented by some of the 100 liberal non-Southern Democrats who 
were supportive of government spending programs. For the most part, the lib-
eral Democrats received nothing in return on two of their most important issues, 

dom26717_ch06_132-161.indd   142dom26717_ch06_132-161.indd   142 13/04/13   3:54 PM13/04/13   3:54 PM



  REPUBLICANS AND DEMOCRATS 143

unions and civil rights. Instead, they had to settle for incremental improvements 
on economic and welfare issues crucial to the lives of average Americans, which 
they were often able to win when they could attract the support of machine and 
Southern Democrats. Th ese victories included increases in the minimum wage, 
increases in old-age pensions, the addition of disability insurance to the Social 
Security Act, and increases in unemployment and welfare payments, food stamps, 
and rent subsidies. 

   Th e Conservative Coalition 

 Despite the mutual back-scratching that bound the Democrats on many issues, 
they diff ered among themselves on the issues of greatest concern to the corpo-
rate rich: union rights, the regulation of business, progressive taxation, and the 
limitation of civil rights for African Americans. Th ese are precisely the issues that 
defi ned class confl ict before 1965 because the limitation of civil rights was essential 
to planters for the coercive control of their low-wage African American workforce 
(Patterson 1967; Potter 1972). As a result, the Southern Democrats and Repub-
licans formed a conservative coalition in 1938 that voted together on anywhere 
from 15 to 40 percent of the votes that were taken in any given two-year session 
of Congress and was generally successful, as shown by detailed studies of roll call 
votes (Shelley 1983). Th e coalition gradually became less important because of the 
growing number of Southern Republicans in Congress. As late as 1996, however, 
with conservative white Southern Democrats accounting for less than 30 votes in 
the House, the conservative coalition still formed on 11.7 percent of the congres-
sional votes and was successful 98.9 percent of the time. Th e Southern Democratic 
votes were essential to 33 of 51 conservative victories in the House in that year, 
off setting defections by the handful of moderate Republicans from the Northeast 
that were still in offi  ce (CQ 1996). 

 More generally, the conservative coalition was able to block, water down, 
or turn to its own advantage every initiative put forward by the liberal-labor 
alliance between 1939 and 2012 that was also opposed by a united corporate 
community. Two of the most prominent apparent exceptions, the Civil Rights 
Act of 1964 and the addition of Medicare to the Social Security Act in 1965, 
demonstrate this point. In the case of the Civil Rights Act, it was not opposed 
by the corporate community, which had been preparing for its enactment for 
several years (Delton 2009; Golland 2011, Chapter 2). It fi nally passed after the 
longest fi libuster (defi ned as an indefi nite extension of debate) in Senate history 
because the Republicans deserted their Southern allies, at least in part because 
of pressure from the corporate community (Whalen and Whalen 1985). As for 
Medicare, for which the liberal-labor alliance deserves much of the credit, it also 
had the tacit support of the American Hospital Association because its members 
were losing money through increasingly expensive treatments of growing num-
bers of low-income patients (Quadagno 2005). Th is issue is discussed in more 
detail in Chapter 7. 
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 Th us, the fact that Democrats formally controlled Congress for most of the 
years between 1932 and 1994, when many present-day government practices and 
programs became deeply entrenched, is therefore largely irrelevant in terms of 
understanding the domination of government policy by the corporate rich. Th e 
important point is that a strong conservative majority was elected to Congress, 
some of whom were Republicans, some of whom were Democrats. Th ey always 
voted together on the issues that related to class confl ict, while at the same time 
limiting the inclusiveness and cost of social insurance programs for lower-income 
people. 

 Nor were the disagreements over unions and civil rights between Southern 
Democrats and machine Democrats as divisive for the party as they might at fi rst 
appear to be. Machine Democrats, who were regularly returned to the House and 
thereby attained considerable seniority, backed the Southern Democrats on issues 
of party leadership and the retention of the seniority system. At the same time, 
they were able to maintain liberal voting records by supporting the tepid labor, 
civil rights, and social welfare legislation that did come up for a vote, thereby satis-
fying their labor and liberal constituencies. “By voting right,” concluded a reporter 
who covered Congress for the  Wall Street Journal  in the 1960s, “they satisfi ed lib-
eral opinion at home; by doing nothing eff ective, they satisfi ed their Southern 
allies in the House” (Miller 1970, p. 71). Th is reporter’s observations are supported 
by a systematic quantitative study based on all committee roll call votes from 1970 
to 1980 (Unekis 1993, pp. 96–97). 

 Th e control of both major political parties by members of the power elite 
reinforces the worst tendencies of a two-party system: avoidance of issues and 
an emphasis on the character and personality of the candidates. Th is is the main 
reason why the electoral system is best understood from a class-domination per-
spective as a “candidate-selection process.” Its primary function is one of fi lling 
offi  ces with the least possible attention to the policy aspects of politics, which pro-
vides openings for the policies developed within the special-interest and policy-
planning networks. 

 However, this does not mean that rival candidates are without at least some 
personal policy preferences that they would like to see enacted. To the contrary, 
elected offi  cial from both parties employ a variety of strategies so that they can 
vote their policy preferences, even when they are opposed by a majority of vot-
ers, and at the same time win reelection ( Jacobs and Shapiro 2000). Nor does an 
emphasis on the infl uence of large economic interests in both parties deny that 
elections are fi ercely competitive, not least because the rival candidates would very 
much like to win, a personal competitiveness that is heightened by the strong pol-
icy diff erences between the rival parties on some issues. Th us, there is a great deal 
of complexity and detailed maneuvering at the intersection between the power 
elite, political candidates, and ordinary citizens within the candidate-selection 
process. It is at this intersection that crafting the right strategies and using the 
most emotionally salient media images can matter. Th is is the province of the 
political consultants that advise candidates and try to assess the factors that will 
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lead to success in specifi c elections. Many of these consultants double as corporate 
lobbyists, as discussed later in the chapter. 

     PARTY PRIMARIES AS GOVERNMENT STRUCTURES 

  Th e inexorable two-party logic of the American electoral system led to another 
unique feature of American politics, the use of primary elections regulated by state 
governments to determine the parties’ candidates. Th e system was fi rst legislated 
in 1903 by reformers in Wisconsin, who were convinced there was no hope for 
third parties (Lovejoy 1941). About the same time, a system of white primaries 
was adopted in the segregationist Southern states as a way for rival white can-
didates to challenge each other within the Democratic Party without allowing 
African Americans to vote (Key 1949). 

 As primaries grew in frequency, they gradually became an accepted part of 
the overall electoral system due to pressures from liberal reformers. By the 1970s 
it reached a point at which the use of government-regulated primaries, when 
combined with long-standing governmental control of party registration, had 
transformed the two major parties into the offi  cial offi  ce-fi lling agencies of the 
government. From a legislative and legal point of view, the party primaries labeled 
 Republican  and  Democratic  can be seen as two diff erent pathways legitimated by 
the government for obtaining its elected offi  cials. Th us, government-sponsored 
primaries reinforce the point that American politics is a candidate-selection 
process. 

 Put another way, parties are not fully independent organizations that con-
trol membership and choose their own leaders, as they are in most other demo-
cratic countries and once were in the United States. Since anyone can register with 
the government to be a member of a party, party leaders cannot exclude people 
from membership based on political beliefs. Furthermore, people registered in the 
party can run in its primaries for any offi  ce, so party leaders and party conventions 
have very little infl uence on the policies advocated by its candidates. In eff ect, 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 win-
ners in the primaries, along with their many political consultants and fundraisers, 
are the party for all intents and purposes. Th is is a major diff erence from political 
parties in most other countries. 

 As a result of these changes, American voters gained the opportunity to 
decide which individuals from rival groups and classes would have the opportunity 
to compete in the general elections. Primaries force candidates to mingle with 
everyday people and pay attention to them. In the process, even incumbents are 
graphically reminded that they can be deposed if they are not attentive. Th e need 
for political candidates to interact with individuals from the general public puts 
limits on the degree to which money, advertising, and name recognition can shape 
the outcome of elections. 
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 Th e use of primaries by insurgents also led to some surprising victories for 
them in the twentieth century. In 1934, in the midst of the Great Depression, 
the most famous leftist of his day, the prolifi c author Upton Sinclair, switched 
his party registration from Socialist to Democrat. He then announced that he 
would run for governor of California on a detailed program to End Poverty In 
California (EPIC), which featured a mixture of socialist and self-help ideas. He 
organized his supporters into EPIC clubs, thereby giving them an identity that 
distinguished them from other Democrats, with whom his leftist supporters did 
not want to be associated. He proceeded to win the primary with 51 percent of the 
vote in a fi eld of seven candidates. After an extraordinary campaign in which the 
incumbent Republican governor promised to embrace many New Deal programs, 
Sinclair lost the general election with 37 percent of the vote. But the Democratic 
Party was forever changed in California because many young liberal and socialist 
activists ran for other offi  ces as part of Sinclair’s campaign, and later started a set 
of liberal California Democratic Clubs throughout the state that transformed the 
party (Carney 1958; Mitchell 1992). 

 In 1968, antiwar liberals entered Democratic presidential primaries to regis-
ter their strong opposition to the Vietnam War and did so well that the incumbent 
president, Lyndon B. Johnson, chose not to run again (Rising 1997). A major civil 
rights leader from the 1960s to early 2000s, Jesse Jackson, ran solid presidential 
campaigns in the 1984 and 1988 primaries. In fact, he received more votes in the 
1988 primaries than either future president Bill Clinton or future vice president 
Albert Gore, thereby establishing his credibility with white Democratic politi-
cians that previously ignored him. However, the suspicions and tensions between 
him and the leftist activists who temporarily joined him were too great for them 
to build a lasting organization (Barker and Walters 1989; Celsi 1992). 

 And yet, it was ultraconservatives that made by far the most successful use 
of party primaries, taking their platform and strong separate social identities as 
“Young Americans for Freedom” into Republican primaries in 1964 to secure 
the presidential nomination for Senator Barry Goldwater of Arizona. Although 
Goldwater lost badly in the regular election, his “state’s rights” platform (a code 
word signifying that the Republicans would not try to end segregation in South-
ern states) started the movement of the solid Democratic South into the Republi-
can Party in response to the Civil Rights Act of 1964. His campaign also recruited 
a new cadre and steeled the determination of his followers to take over the party 
at the grassroots level over the next three decades. 

    THE BIG, NOT DETERMINATIVE, ROLE OF CAMPAIGN 
FINANCE 

  In an electoral system in which party diff erences often become blurred, and the 
emphasis on the character and image of each candidate looms large, the corporate 
rich can play an important role through large campaign contributions used to 
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raise name recognition and craft a winning image. Th e role of wealthy donors and 
fundraisers is especially crucial in determining which candidates enter primaries 
and do well. 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 mass mailings, to schedule 
television ads in advance—that gives the corporate rich and their employees in 
lobbying and public relations a very direct role in the process right from the start. 
In a detailed study of campaign fi nance in the 1950s, well before primaries were as 
important as they came to be later, they were called a “choke point” in American 
politics (Heard 1960, p. 34). 

 With glaring exceptions that receive much publicity, big donors rarely try 
to tie specifi c strings to their donations. Nonetheless, they are able to make their 
views known to the candidates in a strong and direct way, and to work against can-
didates they do not consider sensible and approachable. At a more psychological 
level, their donations create a sense of obligation in the recipients because candi-
dates experience them as a “gift.” In fact, there is evidence that people everywhere 
feel a sense of “debt” upon receiving a gift, which leads them to want to reciprocate 
to rid themselves of the burden (Gordon 2005; Mauss 1924/1969). 

 All that said, the candidate with the most money does not always win, and 
there is a long history of failed candidates that far outspent the winners, includ-
ing many instances of major “self-funders” that lost in 2012 (OpenSecrets 2012c). 
Moreover, incumbents and those running in safe districts often have more money 
simply because big donors want to be on the side of sure winners, so the high cor-
relation between having the most cash and winning can be deceptive. Th e impor-
tant point is to have the necessary minimum to compete, which is why a few large 
donors can matter. 

 Th e failed history of campaign fi nance reforms over many decades shows 
just how important big donations are to candidates. Th e saga began in the 1970s 
when a coalition of liberals and corporate moderates seemed to be successful in 
limiting the impact of big donors by restricting the size of donations and creat-
ing a system of optional public fi nancing for both primaries and regular elec-
tions at the presidential level. But the reforms did not diminish the infl uence of 
the corporate community because big donors became “bundlers,” who collected 
many hundreds of checks for candidates by organizing receptions, luncheons, and 
dinners at which their colleagues and friends gave a few thousand dollars each. 
Th en the restrictions on the size of individual donations were circumvented in 
1979 when the Federal Election Commission ruled that unrestricted donations 
to state parties for “party building” were permissible, although the money could 
not be used to support a particular candidate. Th is “soft money” for attack ads 
and get-out-the-vote eff orts climbed to $46 million for both parties combined 
in 1992, then jumped to $150 million in 1996 and to over $250 million in 2000 
(the equivalent of $335.8 million in 2012). Th en another cycle of (failed) reforms 
began. Still, the “hard” money of regular donations remained much larger. 

 Corporate leaders also borrowed a page out of organized labor’s playbook by 
forming political action committees (PACs), thereby making it possible for their 
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stockholders and executives to give another several thousand dollars each year 
through a side door. Corporations could not give money to a PAC from their own 
funds, but they could pay for the costs of administering a PAC. Similarly, unions 
could only solicit funds from their members, but they could use their own monies 
to pay for administrative costs. In addition, trade associations and professional 
societies organized PACs. It became a full-time job to fi gure out the networks 
through which political money fl ows, as shown by the existence of nonpartisan 
Internet sites hosted by the Center for Responsive Politics ( http://www.open-
secrets.org ) and the Campaign Finance Institute ( http://www.cfi nst.org/ ), which 
post and analyze government reports as well as information they develop based on 
a variety of other sources. 

 Although the corporate community and the growth coalitions are the larg-
est donors to Democratic as well as Republican candidates, analyses of PAC dona-
tion patterns at the congressional level provide strong evidence that the diff erences 
between the corporate community and the liberal-labor alliance nonetheless man-
ifest themselves in the electoral process. Th ese studies show that corporate PACs 
usually support one set of candidates and liberal and labor PACs a diff erent set. 
Not all corporate PACs give to the same candidates, but they seldom give to 
two diff erent candidates in the same race (Neustadtl, Scott, and Clawson 1991). 
Th ese conclusions, based on sophisticated statistical analyses, were bolstered by 
interviews with PAC executives, which revealed there is a large amount of coor-
dination among corporate PACs. Furthermore, candid interviews with corporate 
PAC managers by the same researchers revealed that they sometimes support 
Democrats for one or more of three atypical reasons: (1) because the Democrat is 
a moderate or conservative, usually from a rural area; (2) to maintain 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 Demo-
crat (Clawson, Neustadtl, and Weller 1998). 

 Moreover, there is systematic evidence from an exhaustive quantitative anal-
ysis of thousands of roll call votes in the House of Representatives between 1991 
and 2006 that the corporate and trade association PACs have a larger infl uence 
than the union PACs. A comparison of the degree to which legislators voted the 
same way with the degree to which they received money from the same pro-
business or pro-labor PACs, based on tens of thousands of statistical comparisons 
between pairs (“dyads”) of donors and recipients, showed that business PACs had a 
signifi cant impact in every two-year session during that 16-year time span. How-
ever, labor PACs had an infl uence in only a few sessions; in addition, the business 
infl uence was greater than the labor infl uence in the few instances in which the 
labor PACs had any infl uence at all (Peoples 2007). Th e credibility of these fi nd-
ings is strengthened by a more general causal analysis of PAC eff ects during the 
same time period (Peoples 2010). It is further supported by a study of campaign 
donations and voting patterns in the Canadian House of Commons in the late 
1990s, which revealed that neither business nor labor donations had any impact. 
Th is cross-national comparison demonstrated that the House of Representatives 
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is more susceptible to outside infl uences than its Canadian counterpart (Peoples 
and Gortari 2008). 

 Donations by business PACs continued to be large in 2012, with busi-
ness giving $329.7 million to candidates in both parties, 63 percent of which 
went to Republicans. Unions, by contrast, contributed less than one-fi fth that 
amount, $58.3 million, 90 percent of which went to Democrats. Even within the 
Democratic Party, business PACs contributed 2.3 times as much as labor PACs, 
$122.6 million to $52.4 million (OpenSecrets 2012d). 

 Th e escalation in corporate-related funding reached heights that would not 
have been believed possible early in 2010. A 5–4 majority of the Supreme Court 
ruled in  Citizens United v. Federal Elections Commission  to uphold a challenge to 
legal restrictions on donations from corporate funds for “independent expendi-
tures” as a violation of the free-speech rights granted to all persons by the First 
Amendment. Th is decision was followed shortly thereafter by a Court of Appeals 
ruling that PACs that did not give to parties or candidates could collect as much 
money as they wished from corporations and unions. Based on these two rulings, 
a number of “super PACs” that could mount very large independent campaigns 
for or against candidates quickly developed. Further, the lawyers for super PACs 
soon fi gured out that they could create front groups to give unlimited and undis-
closed donations to super PACs. Th ey did so by incorporating purported “social 
welfare” organizations, which do not have to disclose their donors as long as they 
can plausibly claim that political issues are not their primary purpose. At this 
point the corporate rich could enter into the political arena with the full force of 
both their personal fortunes and their corporate treasuries, and they could do so 
anonymously. 

 Th e result was a large number of secretive money sources known as 
“501(c)(4)’s,” which is the section in the federal tax code that allows for their exis-
tence. Th rough them, undisclosed contributions could be passed on to the super 
PACs without anyone knowing the source or extent of individual, corporate, or 
union donations. Th e new situation provided a stark contrast with past require-
ments for disclosure, which led to a detailed understanding of the wealthy fi nan-
cial backers of the two parties going back to the 1920s and 1930s (e.g., Alexander 
1971; Overacker 1932; Webber 2000). Legally, the super PACs could not coor-
dinate with party campaigns, but in practice there was usually close coordination, 
with former aides to the candidates managing the super PACs. 

 Large donations to the new 501(c)(4)/super PAC combinations led to a 
fourfold increase in spending by nonparty organizations between 2006 and 2010, 
from $68.9 million to $294.2 million. Th e Chamber of Commerce alone spent 
$31.2 million in undisclosed funds to help Republican candidates in 2010, with 
much if not most of it coming from corporate leaders who believed that the cham-
ber would never violate its promise to them (Public Citizen 2011, pp. 9–11). Some 
indication of what is going on is revealed by an inadvertent disclosure by Aetna 
Insurance, which accidently reported to one government agency in 2011 that 
it had given $4 million to the Chamber of Commerce for campaign donations 
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(Riley 2012). One of the newly minted pro-Republican 501(c)(4) social welfare 
organizations, the American Action Network, headed by a former senator from 
Minnesota and with the billionaire founder of Home Depot as the most promi-
nent person on its board, provided 27 percent of the 501(c)(4) funds that sup-
ported Republicans, with $3 million of that total coming from Aetna (Beckel 
2012). With the Republican 501(c)(4) groups outspending those sympathetic to 
Democrats by $78 million to $16 million in 2010, a ratio of nearly 5 to 1, the 
Republican challengers had an overwhelming fi nancial advantage, even adding in 
spending by traditional Democratic Party organizations. 

 Th is advantage may have contributed to the Democrats’ loss of six seats in 
the Senate and 63 in the House, although the decline of turnout between 2008 
and 2010 from 60 to 40 percent of the electorate was a big factor in the Demo-
crats’ loss. 

 Wealthy liberals initially refused to support secretive funding groups, based 
on their principled objections to both secrecy and unlimited donations. Republican 
donors therefore seemed likely to have a large edge in undisclosed funding once 
again in 2012. However, as the ultraconservative attack ads escalated, many liberals 
decided that their only hope for any reform in campaign fi nance would necessitate 
the election of more Democrats. Th e result was equally secretive groups on the 
Democratic side in 2012, such as Patriot Majority USA, which ran ads criticizing 
Romney for several of the business deals carried out by his private equity fi rm in 
the 1990s, and for keeping tens of millions of his estimated $250 million in over-
seas tax havens; it also criticized specifi c ultraconservative billionaires for running 
self-serving ads against President Obama and other Democrats (Draper 2012). 
Democrats also created several other secretive super PACs, such as the Majority 
PAC and the House Majority PAC, to help out with Senate and House races. Th e 
three Democratic super PACs were mostly supported by wealthy liberals, but in 
the last two weeks of the campaign they were unexpectedly given $9.7 million by 
several unions (Choma 2012). Although the pro-Democratic money machines 
did not come close to matching the funds provided by Republican super PAC 
supporters, they did help provide the necessary minimum to compete, especially 
for last-minute eff orts to turn out Democratic voters. 

 Senate candidates supported by the pro-Democratic Majority PAC mostly 
won, as did a majority of those that received donations from the House Majority 
PAC. Planned Parenthood Votes, an independent super PAC, which provided 
partial disclosure of donors, spent $1.1 million supporting Democrats and 
$6 million opposing Republicans and was on the winning side in most instances. 
American Crossroads/Crossroads GPS, a super PAC and 501(c)(4) combina-
tion, spent $195.2 on Republicans at the presidential and congressional levels and 
mostly lost. Th e Chamber of Commerce PAC spent $36.2 million supporting 
Republicans in 48 House and Senate races, but was on the winning side only seven 
times (Lichtblau 2012; OpenSecrets 2012c). 

 As this brief overview of campaign fi nance indicates, it takes a very large 
minimum to be a viable candidate. However, as stressed at the beginning of this 
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section and as shown by the many losses for pro-business super PACs, money is 
only one part of the equation. “Money is a necessary condition for electoral success,” 
concluded one of the campaign fi nance experts at the Center for Responsive Poli-
tics. “But it’s not suffi  cient, and it’s never been” (Confessore and Bidgood 2012). 
Th e executive director of the Campaign Finance Institute described the 2012 
elections as “an arms war fought to a standstill.” He added, “Unilateral disarma-
ment is not an eff ective strategy when the other side shoots” (Campaign Finance 
Institute 2012). By 2012, candidates usually needed $2 to $3 million to compete 
for a House seat and $9 to $11 million to fuel a campaign for the Senate. And it 
takes much, much more to run for president, as shown in the next section. 

    THE OBAMA DONOR NETWORK: A CASE HISTORY 

  President Obama’s network of donors was similar to those of most other suc-
cessful national-level candidates in that it built on wealthy contributors from the 
growth coalitions on up to the corporate community. Th e gradual development 
of the president’s campaign-fi nance network and its transformations along the 
way provide a case study in how such networks are constructed in a step-by-step 
fashion, which is all the more useful in this instance because he won a Senate seat 
from Illinois in 2004 and presidential elections in 2008 and 2012. 

 President Obama’s original donor network developed after he received his 
law degree from Harvard in 1992 and returned to the South Side of Chicago 
(where he had been a community organizer from 1985 to 1988) to take charge of a 
voter registration project in African American neighborhoods. Th is eff ort brought 
him into contact with middle-class African Americans and well-to-do white 
liberals, who would later become his political supporters. For example, Bettylu 
Saltzman, an heir to a large real estate fortune, was impressed with his political 
skills. She introduced him to as many wealthy donors as she could and sang his 
praises to a veteran campaign manager, David Axelrod, who ended up several 
years later managing his campaigns for the Senate and the presidency (Becker 
and Drew 2008). She told her political friends from the day she met Obama that 
he had the potential to be president, and many of them came to agree with her 
(Yearwood 2008). 

 At the same time, the future president strengthened his ties to black execu-
tives and fi nanciers through his wife, who grew up on the South Side. As men-
tioned in Chapter 2, she left corporate law and took a job for a few years in 
city government, before going to work for the University of Chicago’s medical 
school as a liaison to the surrounding community. While employed by the city, 
she worked for another African American lawyer that had abandoned corporate 
law, Valerie Jarrett. With degrees from Stanford and Michigan, Jarrett also had 
many well-to-do friends throughout the Hyde Park neighborhood around the 
University of Chicago, because her father was among the fi rst black professors in 
the medical school. Obama’s fi nancial network soon included the founder of the 
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largest black-owned money management fi rm in the country, the chief executive 
offi  cer of a commercial real estate development fi rm, black executives in major 
Chicago corporations, and not least, an African American vice president in the 
Pritzker Realty Company and the Parking Spot, two of the many companies 
owned by the Pritzker family briefl y discussed in Chapter 3. 

 However, support from the Pritzkers and other large corporate owners was 
still in the future when Obama ran for the state senate from the Hyde Park area 
in 1996 with the help of donations from his African American business friends, a 
few wealthy white liberals such as Saltzman, and most importantly at the time, the 
developers who were in the process of gentrifying part of the area encompassed 
by his state senate district. As Obama explained to a reporter in the late 1990s, 
after he won the seat in the state senate, the developers, brokerage houses, and law 
fi rms supported political candidates that in turn helped them gain government 
contracts for urban renewal: “Th ey do well, and you get a $5 million to $10 million 
war chest” (Lizza 2008, p. 58; Murray 2008). His own war chest was never that 
big, but developers were a key ingredient in his success. 

 Obama’s fi nancial network expanded after Democratic victories in 2000 
made it possible for him to ask the Democratic leader in the state senate to redraw 
his district so that it included the wealthy Gold Coast district along Chicago’s 
lakefront as well as Hyde Park and parts of the impoverished black neighborhoods 
to its south. At this point Saltzman took him to meet the Ladies Who Lunch, a 
group of 19 women executives and heiresses “who see themselves as talent scouts 
and angel investors for up-and-coming liberal candidates and activists” (Lizza 
2008, p. 61). One of them, Christie Hefner, who ran Playboy Enterprises at the 
time, after inheriting it from her father, later said that “I was very proud to be able 
to introduce him during the Senate race to a lot of people who have turned out to 
be important and valuable to him, not just here but in New York and L.A.” (Lizza 
2008, p. 61). He also came to know members of the billionaire Crown family, 
discussed briefl y in Chapter 3. In particular, he gained the confi dence of James S. 
Crown, the president of the family holding and investment company, who sat on 
the boards of General Dynamics and JPMorgan Chase. 

 When Obama brought his group of African American friends together to 
surprise them with the news that he intended to run for the U.S. Senate in 2004, 
and that he was sure he could win if he could raise several million dollars, they 
agreed to back him as best they could. But they also knew that he would have to 
tap much deeper pockets as well. It was at this point that the black vice presi-
dent of Pritzker Realty arranged for Obama and his wife to spend two days with 
Penny Pritzker and her husband, an eye surgeon, at the Pritzkers’ weekend home 
45 minutes east of Chicago. Although Pritzker told one of Obama’s biographers 
that she and her husband had met the Obamas previously, the visit was in many 
ways an audition, during which she asked the candidate many questions about 
his general philosophy and campaign plans. By the end of the weekend, she had 
agreed to help raise money for him (Mendell 2007, p. 155). Pritzker, who ranked 
135th on the 2007  Forbes  list of the richest 400 in America, with an estimated net 
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worth of $2.8 billion, gave the campaign immediate credibility in the Chicago 
business community, in part because she defi ned herself as a centrist who provided 
fi nancial support to candidates in both parties. 

 Other Obama fundraisers reached out to the national level, starting with 
his friend Jarrett, whose cousin is married to one of the most prominent African 
Americans in the corporate community, Vernon Jordan. A former civil rights law-
yer and president of the Urban League, Jordan later became a corporate lawyer 
and the chief White House counsel to President Bill Clinton. He was on the 
boards of fi ve corporations at the time he was approached by the Obama cam-
paign (American Express, Asbury Automotive Group, J. C. Penney, Sara Lee, and 
Xerox) and his wife, Ann Dibble Jordan, was on three: Automatic Data Process-
ing, Citibank, and Johnson & Johnson. Th e result was a fundraiser in Washington 
at which Obama gained new fi nancial backers and fi rst met people that subse-
quently became members of his administration (Silverstein 2006). With the help 
of Pritzker, Saltzman, Crown, Jordan, and many other wealthy donors, the cam-
paign raised over $5 million, half of which came from just 300 people (Street 
2008, p. 15). 

 Th e same network was in place as Senator Obama prepared to enter the 
presidential primaries in 2007. Th is time Pritzker was the national campaign 
fi nance chair. Th e senator also raised money on Wall Street through a friend from 
Harvard Law School who worked as an executive for Citibank from 1999 through 
2008 after serving in the Treasury Department during the Clinton administration. 
In addition, Obama received large donations from wealthy donors in Los Angeles 
and Hollywood that he met through other mutual friends. By March 2008, his 
79 top money raisers, fi ve of them billionaires, had collected at least $200,000 each 
(Mosk and MacGillis 2008). 

 As the campaign picked up steam late in the summer, the Obama forces 
set up a special party committee, the Committee for Change, so that donors 
that had given the maximum to the candidate ($2,300) and to the Democratic 
National Committee ($28,500) could provide money that would go directly to 
state-level parties in 18 battleground states. Th e new funds made it possible to 
pay for transportation, lodging, and meals for the large army of young get-out-
the-vote activists that had been recruited through e-mail, Facebook, YouTube, and 
text messaging (Melber 2008). Individual checks for $5,000 to $66,000 poured in 
from the fi nancial sector, lawyers, corporate leaders, and celebrities. Members of 
the Crown family, who already had raised $500,000 and donated $57,000 to the 
Obama Victory Fund, gave another $74,000 to the Committee for Change (Mosk 
and Cohen 2008). 

 President Obama disappointed many liberals in 2008 when he decided to be 
the fi rst presidential candidate in either party since 1976 to forgo public fi nanc-
ing for his campaign, even though he had promised a year earlier to continue this 
reformist innovation if his opponent also agreed to do so. As a result, he outspent 
his Republican opponent by nearly three to one from September 1 to election 
day, and in the process “ran more negative ads than any presidential candidate in 
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modern history” (Lizza 2012, p. 39). He justifi ed his decision to abandon public 
fi nancing in part with the claim that his campaign had created a parallel pub-
lic fi nancing system of small donors (defi ned as people who give $200 or less) 
via the Internet and door-to-door campaigning. Although he did raise approxi-
mately $200 million in donations from these small donors and had more donors 
(3.1 million) than any previous campaign, his dependence on small donors turned 
out to be exaggerated. Subsequent close scrutiny of the fi nal campaign fi nance 
reports showed that many of the seemingly small donors gave $200 or more several 
times in the course of the campaign. Only 26 percent of his donations actually came 
from people who gave $200 or less, which was about the same as the percentage of 
small donors for George W. Bush in 2004. Almost half of the money donated to 
Obama came from people who gave $1,000 or more (Luo 2008b; Malbin 2008). 

 President Obama’s basic donor network remained largely intact in 2012, 
although there was turnover for a variety of reasons, including disappointments 
with the administration’s approach to some issues and the appointment of about 
one-third of his 556 bundlers for 2008 (or their spouses) to governmental posi-
tions and committees. Most striking, close to 80 percent of those that collected 
$500,000 or more received high administrative positions (Public Citizen 2012; 
Schulte, Farrell, and Borden 2011). According to estimates by the Center for 
Responsive Politics, about 25 percent of his 2012 funding was raised by 758 bun-
dlers, which is 202 more than he had in 2008. Th ey were led by 178 lawyers that 
raised $41.8 million, 90 members of the fi nancial services industry ($21.9 million), 
41 in the entertainment industry ($11.4 million), and 26 in the computer industry 
($6.6 million). Th irty-seven of his bundlers raised $1 million or more, including 
Penny Pritzker ($1.1 million) and James Crown ($1 million), although they were 
not as active and visible as they were in his campaign in 2008 (OpenSecrets 2012a; 
OpenSecrets 2012b). 

 Th is time the president received 28 percent of his funds from small donors, 
around $215 million, compared to 12 percent for Romney, by means of the same 
aggressive outreach program through social media and door-to-door campaigning 
that he used in 2008 (Campaign Finance Institute 2013). He also received sup-
port from the “education industry,” consisting mainly of universities, which gave 
$19.5 million to him and only $3.1 million to Romney because of the Republicans’ 
changing stance toward federal support for education and the skeptical comments 
some of them make about the value and validity of scientifi c research. For example, 
85 percent of $2 million contributed by employees of Harvard University went to 
Democrats, as did 76 percent of $1.7 million from Stanford employees, 82 percent 
of $721,600 from employees of the University of Texas, and 96 percent of $599,000 
from employees of the University of Chicago. (Between 1990 and 2012, professors, 
administrators, and staff  at universities increased the percentage of their donations 
going to Democrats from 59 to 76 percent.) (OpenSecrets 2012c). 

 Th ere was one major diff erence with the 2008 campaign: Th e president 
received far less support from Wall Street, which gave him $14.5 million in 2008 
with much of it coming after September 1, when his Republican opponent was 
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limited in his private fundraising eff orts by his acceptance of public spending. In 
sharp contrast to 2008, the president received only 39 percent as much, $5.5 million. 
Romney, on the other hand, with many connections to the fi nancial community 
through his past membership in it as the owner of a private equity fi rm, raised 
$18.3 million there. However, it was not simply past relationships with Romney 
that infl uenced many high-profi le fi nanciers’ donation decisions. Th ey already had 
expressed their public disapproval of the president for criticizing their role in events 
leading up to the 2008 meltdown and for supporting the fi nancial reform legisla-
tion passed in 2010 against their strong objections (OpenSecrets 2012g). 

 When the dust fi nally settled, the president and the Democratic National 
Committee had raised $835.7 million through traditional means with open dis-
closure and received about $124.5 million in support from outside spending 
for a total of about $1.1 billion. By contrast, the Republican campaign raised 
$958.7 million through traditional open channels. Moreover, it had outside 
support of $454.5 million from nondisclosing super PACs for a total of about 
$1.4 billion, about $300 million more than the Democratic total (OpenSecrets 
2012a). More generally, the same gap between Democratic and Republican spend-
ing at the presidential level persisted when all political spending at the federal 
level is considered. Th e Democrats spent about $2.1 billion and the Republicans 
about $2.6 billion, a diff erence of $500 million. To remain competitive, it seems 
that Democrats can’t allow Republicans to outspend them by too much. By the 
same token, it appears that Republicans have to hold on to their fi nancial advan-
tage if they are going to win outside of their Southern, Great Plains, and Rocky 
Mountain strongholds. 

 Although President Obama’s 2008 and 2012 campaigns demonstrated that 
large sums of money could be raised in small amounts, the fact remains that a 
relative handful of large donors in the Chicago growth coalition and the national 
corporate community were essential to his political career. He proved to be an 
excellent politician and he was able to attract many small donors and enthusiastic 
campaign workers, but he had to have wealthy backers, too: It is the combination 
that counts. As if to underscore this point, his decision to abandon public fi nanc-
ing for his presidential campaign in 2008 put an end to the public fi nancing of 
presidential campaigns as a feasible option for future candidates, and thus to the 
general reform thrust that began in the 1970s. He thereby reinforced his image 
among campaign advisors in both parties, based on decisions he made to advance 
his past campaigns, as a tough and ruthless politician (Lizza 2012, pp. 38–40). 

    OTHER CORPORATE SUPPORT FOR CANDIDATES 

  As important as large campaign donations are in the electoral process, there are 
also numerous other methods by which the corporate rich provide support to the 
politicians they favor. One of the most direct is to purchase property from them 
at a price well above the market value. Back in 1966, for example, just this kind 
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of favor was done for a future 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 30 times what he had paid for it in 1952. Th e land 
was never utilized and was later sold to the state government. It was this transac-
tion (which netted $14.3 million in 2012 dollars) that gave Reagan the fi nancial 
security that made it possible for him to devote full time to his political career 
(Horrock 1976). 

 A very direct method of benefi ting the many politicians who are lawyers is 
to hire them or their law fi rms as legal consultants or to provide them with routine 
legal business. Corporations can be especially helpful to lawyer-politicians when 
they are between offi  ces. 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 offi  ce. He thereafter paid for every trip Nixon made 
overseas in the next two years. Th is 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 (Hoff man 1973, p. 106). 

 Members of the corporate rich help political candidates by hiring them to 
give highly paid speeches at corporate and trade association events. Th ey also pro-
vide large donations to foundations, scholarship funds, and charities that elected 
offi  cials set up in their home congressional district or state. Th ey further help 
candidates in both parties by lending them corporate lobbyists to serve as political 
strategists, campaign managers, and fundraisers. Th e 2008 Republican presidential 
candidate, the multimillionaire senator from Arizona, John McCain, emphasized 
that he was an opponent of lobbyists and of the favors won by them. Still, his 
primary campaign was fi nanced and managed by several of the most important 
lobbyists in Washington. His chief political strategist, who had worked in Repub-
lican presidential campaigns since the 1980s, had a client list that included AT&T, 
Alcoa, JPMorgan Chase, United Technologies, and US Airways. Similarly, Sena-
tor McCain’s campaign manager was the co-founder of a lobbying fi rm that 
worked for Verizon and other telephone companies. His top fundraiser worked 
as a lobbyist for Saudi Arabia, Toyota, Southwest Airlines, and the pharmaceuti-
cal manufacturers’ trade association. Seventeen of the 106 people that collected 
$100,000 or more for the primary campaign were lobbyists (Luo and Wheaton 
2008; Shear and Birnbaum 2008). 

 Elected offi  cials also know from following the career trajectories of older 
colleagues that the corporate rich can reward them after their tenure in offi  ce if 
they are seen as reasonable and supportive. As of 2011, 373 former members of 
Congress were senior advisors or lobbyists for corporations, or worked for lob-
bying fi rms or public relations fi rms (OpenSecrets 2012e). To take a dramatic 
example, a Southern Democrat-turned-Republican from Louisiana was mainly 
responsible as chair of the key House committee for a provision in the amend-
ments to Medicare in 2004 that prohibited the federal government from bargain-
ing about the prices of the prescription drugs it purchases. When he retired the 
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next year, he was appointed president of the Pharmaceutical Research and Manu-
facturing Association, the industry’s trade group. His initial salary was reported to 
be $2 million a year; he received $4.6 million in 2009 and $11.6 million in his fi nal 
year with the trade group in 2010 (Albert 2011). Former president Bill Clinton, 
who had little or no money before he became president, earned tens of millions 
of dollars from speeches to business associations and foreign governments after 
he left offi  ce. He also was included in investment opportunities by a few of his 
wealthy backers in exchange for opening doors for them. By 2012 he was worth 
an estimated $200 million and Hillary was worth $34 million. 

    THE LIBERAL-LABOR ALLIANCE IN ELECTORAL 
POLITICS 

  Although the liberal-labor alliance had very little independent infl uence at the 
presidential level by the early twenty-fi rst century, it still played a huge role in 
electing the Democratic candidates that emerged from Democratic presidential 
primaries in key swing states that still had a signifi cant union presence, such as 
Wisconsin, Illinois, Michigan, Ohio, and Pennsylvania. Fearing the antiunion and 
antiliberal stance of the Republican Party, the liberal-labor alliance ended up try-
ing desperately to turn out voters for the centrists and moderate conservatives who 
had the money to compete in Democratic Party presidential primaries. It played a 
similar large role in helping Democrats in congressional campaigns in many states, 
including New York, California, and Massachusetts, as well as the Midwestern 
swing states. 

 Th is point was on display in the 2012 elections, thanks in part to the 
Supreme Court decision on  Citizens United v. Federal Elections Commission , which 
opened two new avenues for unions. First, the decision permitted unions to give 
unlimited donations from their own funds to super PACs and to mingle those 
contributions with unlimited contributions from well-to-do professionals and 
rich liberals, as revealed by the $9.7 million unions gave the three pro-Democratic 
super PACs just before the elections (Choma 2012). Second, and possibly even 
more important, it allowed unions to contact nonunion households personally 
and on the telephone. At this point, organized labor also established closer coor-
dination with  MoveOn.org , the NAACP, and Planned Parenthood, which led 
to very large get-out-the-vote eff orts in Pennsylvania, Ohio, and Wisconsin. Th e 
liberal-labor alliance thus served as the foot soldiers for the Democrats, which is 
a useful metaphor because the alliance had little infl uence on the generals at the 
top of the party. 

 However, even though it only had a secondary role at the presidential level, 
the liberal-labor alliance always was able to elect a signifi cant number of sup-
porters to both the House and Senate between 1948 and 2012, even in times 
of Republican ascendancy. According to studies of congressional voting records 
by the liberal Americans for Democratic Action (ADA), the percentage of 
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Democratic representatives with liberal voting records grew steadily from the late 
1990s to 2010. Using the organization’s standard that voting liberal 80 percent 
of the time on liberal legislative proposals is what defi nes a “liberal,” nearly half 
the members of the Democratic caucus in the House were liberals in 2007 and 
perhaps as many as 40 percent in the Senate (Riddiough and Card 2008). For 
2010, the fi gures were at or near an all-time high for both houses, with 86 percent 
of 56 Senate Democrats and 77 percent of 253 House Democrats having liberal 
voting records (ADA 2010). Th e presence of such a large contingent of liberals in 
Congress during the brief interlude before control of the House returned to the 
Republicans in 2010 demonstrates the limits on the infl uence of the corporate 
rich in the electoral arena, despite their fi nancial advantage and the many favors 
they can do for candidates. 

    THE RESULTS OF THE CANDIDATE SELECTION PROCESS 

  What kinds of elected offi  cials emerge from a candidate selection process that nar-
rows down to two political parties and puts great emphasis on campaign fi nance, 
personal image, and name recognition? Th e answer is available from numerous 
studies. First, politicians come from the top 10 to 15 percent of the occupational 
and income ladders, especially those who hold the highest elective offi  ces. Only 
a small minority is from the upper class or corporate community, but in a major-
ity of cases they share a business or legal background in common with members 
of the power elite. Between 1950 and 2010, the 10 percent of the workforce in 
business or law contributed 75 percent of the members of Congress, whereas less 
than 2 percent of the members of Congress were former blue-collar workers or 
union offi  cials (Carnes 2012, p. 6). Nonetheless, politicians feel a need to stress the 
humble nature of their social backgrounds whenever it is possible. 

 Th e emphasis on modest origins and pedestrian work early in their lives 
begins at the top with presidential candidates, but most presidents since the coun-
try’s founding were wealthy, or connected to wealth by the time they became pres-
ident. George Washington was one of the richest men of his day, partly through 
inheritance, partly through marriage. Andrew Jackson, allegedly of humble cir-
cumstances because his father died before he was born, was raised in a well-to-do 
slave-holding family and became even wealthier as an adult. He “dealt in slaves, 
made hundreds of thousands of dollars, accumulated hundreds of thousands of 
valuable acres in land speculation, owned racehorses and racetracks, bought cot-
ton gins, distilleries, and plantations, was a successful merchant, and married 
extremely well” (Pessen 1984, p. 81). Abraham Lincoln became a corporate lawyer 
for railroads and married into a wealthy Kentucky family. 

 Few presidents after 1900 were from outside the very wealthiest circles. 
Th eodore 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 
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became deeply involved in national politics. Lyndon B. Johnson was a millionaire 
several times over through his wife’s land dealings and his use of political leverage 
to gain control of a lucrative television license in Austin. Even Richard M. Nixon, 
whose father ran a small store, was a rich man when he was elected president in 
1968, after earning high salaries as a corporate lawyer between 1963 and 1968. 

 Bill Clinton, elected president in 1992 and 1996, tried to give the impres-
sion he was from an impoverished background, claiming he was just a poor boy 
from the tiny town of Hope, Arkansas, born of a widowed mother. But Clin-
ton was gone from Hope, where he lived in comfortable circumstances 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 tour-
ist town of Hot Springs. He grew up playing golf at the local country club and 
driving a Buick convertible. 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 obscured. 

 Th e second general fi nding about elected offi  cials is that a great many of 
them are lawyers. Between 50 and 60 percent of congressional members have 
been lawyers, and 28 of the 44 American presidents earned law degrees, including 
Democratic presidents Clinton (Yale Law School) and Obama (Harvard Law 
School) (Eulau and Sprague 1984; Miller 1995). Th e large percentage of lawyers 
in the American political system is highly atypical compared with other countries, 
where only 10 to 30 percent of legislators have a legal background. Comparing 
the United States with a deviant case at the other extreme, Denmark, where only 
2 percent of legislators are lawyers, provides insight into this overrepresentation. 
Th e class-based nature of Danish politics since the late nineteenth century, along 
with the fact that political careers are not pathways to judicial appointments, are 
thought to discourage lawyer participation in that country. Th e Danish situation 
thus suggests that the marginalization of class issues by the two main American 
political parties, combined with the intimate involvement of the parties in the 
judicial system, creates a climate for strong lawyer involvement in the political 
system (Pederson 1972). 

 Whatever the reasons for their involvement in politics, which may vary from 
person to person and party to party, lawyers are the occupational grouping that by 
training and career needs are ideal go-betweens and compromisers. Th e lawyers 
who become politicians have developed the skills necessary to negotiate the com-
plicated relationship between the corporate rich, who fi nance them, and average 
citizens, who vote for them. Th ey are the supreme “pragmatists” in a nation that 
prides itself on a pragmatic and can-do ideology. Despite the public hyperbole 
and histrionics that many of them use to reassure their constituents that they are 
in touch with their sentiments, they generally have an ability to be dispassionate 
about “the issues” and they are usually respectful of the process by which things 
are done. Th ey are also masters of timing, small gestures, and symbolism, which are 
essential skills in diff using the tension that is inherent in politics because it is at 
bottom a contest for power between rival groups or classes. 
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 Whether elected offi  cials are from business or law, the third general result 
of the candidate-selection process is a large number of very ambitious people who 
are eager to “go along to get along.” To understand the behavior of politicians, one 
political scientist concluded after studying many political careers in the fi rst half 
of the twentieth century, it is more useful to know what they aspire to be than 
how they made it to where they are at any given point in their careers (Schlesinger 
1966). Th is conclusion was reinforced 30 years later by another close observer 
(Ehrenhalt 1991). Th eir great ambition, whether for wealth or higher offi  ce, leads 
politicians to become involved with people who can help them realize their goals. 
Such people are often members of the corporate community or upper class with 
money to contribute and connections to other districts, states, or regions in which 
striving candidates need new friends. Th us, 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 fi gures within the power elite. 

 Th e Chicago  Tribune  reporter assigned to follow Barack Obama’s politi-
cal career on a daily basis from 2002 to 2008 was struck by his overwhelming 
ambition: “He is an extraordinarily ambitious, competitive man with persuasive 
charm and a career reach that seems to know no bounds; he is, in fact a man of 
raw ambition so powerful that even he is still coming to terms with its full force” 
(Mendell 2007, p. 7). Indeed, keeping his ambition under wraps and suppressing 
his “privately haughty manner” was his most diffi  cult problem, a problem that was 
remarked about frequently in the media during the 2012 presidential campaign 
because he had alienated some of his 2008 fi nancial supporters (Mendell 2007,
pp. 353–354). Ambition aside, President Obama also fi t the general pattern 
because he moderated his liberal positions on many issues when he ran for the 
Senate in 2004 and then for the presidency in 2008. Some of the liberal activists in 
Hyde Park who helped him win his fi rst campaign resigned themselves to the fact 
that he took more moderate positions when he started to raise money in wealthy 
fi nancial circles, but others became disillusioned and no longer supported him 
(Becker and Drew 2008; Lizza 2008). 

 Th e fourth generalization about most successful political candidates is that 
they try to straddle the fence or remain silent on the highly emotional social 
issues. Basically, very few candidates can win if they challenge the limits that have 
been set by the actions and media advertising sponsored by ultraconservatives on 
one or another social issue. As long as a majority of people say they believe in 
the death penalty or oppose gun control, for example, it is unlikely that anyone 
who openly opposed those positions could be elected to any offi  ce except in a few 
liberal districts and cities. Here, then, is an instance in which public opinion has a 
direct eff ect on the behavior of candidates and elected offi  cials. 

 Th e fi fth general fi nding, alluded to earlier in the chapter, is that the majority 
of elected offi  cials at the national level have been pro-business moderates and con-
servatives. For most of the twentieth century, as explained earlier in the chapter, 
this conservative majority consisted of Republicans and Southern Democrats. 
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Starting in the 1960s, and accelerating in the 1980s and early 1990s, Republicans 
replaced Southern Democrats in both the House and the Senate, which contrib-
uted heavily to the Republican takeover of Congress in 1994. It also contributed 
to the image that American politics became more “polarized” than it had been in 
the past, but much of this seemingly new polarization consists of the replacement 
of liberal and moderate Republicans in the Northeast with liberal and moderate 
Democrats and of ultraconservative Democrats in the South and Great Plains 
with Republicans that are even more conservative on most issues. 

 By 2000, most strong conservatives were part of the Republican Party, and 
the two parties had become very diff erent on a wide range of issues. Th e only 
wealthy people that remained in the Democratic Party were those who depended 
on the spending coalition for their wherewithal, or felt off ended or threatened 
by ultraconservative Republican positions on gay rights, religion, immigration, or 
abortion, or feminist issues more generally. With the exception of union issues, 
these rich Democrats were willing to make common cause with the other “out-
groups” that diff erentially favor the Democrats—people of color, single women of 
all colors and ages, members of the LGBT community, low-income whites, and 
white middle-class liberals. 

    BUT THERE’S STILL UNCERTAINTY 

  Although most elected offi  cials at the national level have been supported by and 
feel sympathetic toward the corporate rich, there is always the possibility that 
some of them may be inclined at some point to side with the liberal-labor alliance 
on specifi c issues. Th is possibility once again shows, 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 corporate rich to leave anything to chance. Th ey therefore 
have to be able to infl uence government policy. Th ey do not want to risk the possi-
bility that the liberal-labor minority in Congress might be able to create coalitions 
with moderates that could defeat them on key issues, especially in times of crisis.    
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 7
How the Power Elite Dominate 
Government 

  Th e corporate rich and the power elite build on their structural power, their status 
power, their storehouse of policy recommendations, and their success in the elec-
toral arena to dominate the federal government on the issues they care about. 
Lobbyists from corporations, law fi rms, and trade associations, working through 
the special-interest process, play a crucial role in shaping government policies on 
narrow issues of concern to wealthy families, specifi c corporations, or business sec-
tors. At the same time, the policy-planning network supplies new policy directions 
on major issues, along with top-level governmental appointees to implement those 
policies. 

 However, these victories within government are far from automatic. Th e 
power elite face opposition from a signifi cant number of liberal elected offi  cials 
and their supporters in labor unions and in liberal, civil rights, feminist, and envi-
ronmental advocacy groups. Th ese liberal-labor opponents are sometimes suc-
cessful in blocking the social initiatives advocated by the religious right, such as 
making abortions almost impossible to obtain, but the corporate community and 
its supporters in Congress seldom lost in the years between 1877 and 2012 on any 
issue on which they were in agreement. 

 Th ere is only one major issue that does not fi t that generalization, labor 
legislation, which is discussed briefl y in the middle of the chapter. Th is issue is 
ancient history from the perspective of the twenty-fi rst century because the cor-
porate rich ultimately triumphed on it, but the rise of union power between 1935 
and the 1970s was once the most important reason why the great majority of 
social scientists doubted a class-domination theory. 
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  THE ROLE OF GOVERNMENTS 

  Governments are potentially independent because they have a unique function: 
regulating what goes on within the territories they govern. Th ey set up and guard 
boundaries and then regulate the fl ow of people, money, and goods in and out 
of the area they control. Th ey also have regulatory functions inside the territory 
itself, such as settling disputes through the judicial system and setting the rules 
that make it possible for markets to function. In a world in which one country is 
prone to invade and conquer another, governments also have the crucial function 
of protecting the home territory and fending off  rival states, and they often take 
advantage of opportunities to expand their own territories as well. 

 Neither business, the military, or ideological groups are organized in such a 
way that they can provide these necessary functions. Th e military sometimes steps 
in—or forces its way in—when a government is weak or collapsing, but it has a 
diffi  cult time carrying out routine regulatory functions for very long. Nor can 
competing businesses regulate themselves. As thousands and thousands of ille-
gal actions between the 1960s and 2012 clearly demonstrate, with new examples 
appearing virtually every day on the business pages of major newspapers, there is 
always some business that will try to improve its market share or profi ts by adul-
terating products, reducing wages, colluding with other companies, or telling half-
truths. As most economists and all other social scientists agree, a business system 
could not survive without some degree of market regulation by government. 
Contrary to any assertions about markets being “free,” historical and sociologi-
cal research shows that markets are historically constructed institutions that are 
dependent upon governmentally sanctioned enforcement of property and contract 
rights (e.g., Massey 2005). When government regulatory agencies are captured 
by the corporate community, as they very often are, the result is often the kind of 
speculative frenzy in fi nancial markets that led to the bankruptcy of several large 
companies in the early 2000s and then again in 2008–2009, as well as accounting 
scandals, insider dealing among stockbrokers, bid-rigging by private equity funds, 
excessive charges to customers by mutual funds, kickbacks by insurance compa-
nies, false applications by mortgage companies, and fraudulent ratings of stocks 
and bonds by stock analysts and credit rating companies. 

 Governments are also essential in creating money, setting interest rates, and 
shaping the credit system. Although private bankers tried to manage the monetary 
system without a government 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 early twentieth century worked together to create 
the Federal Reserve System in 1913 (Greider 1989; Livingston 1986). Th e system 
was improved during the 1930s and has been an essential institution in keeping 
a highly volatile business system from careening off  in one direction or another. 
When the stock market crashed in 1987, for example, the Federal Reserve made 
sure that stockholders would not lose their wealth by instructing large New York 
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banks to keep making loans to temporarily insolvent debtors. Similar bailouts 
were carried out in the 1990s due to problems in Mexico, Korea, and a Wall Street 
investment fi rm, Long Term Capital Management, which could have caused 
large-scale bankruptcies (Woodward 2000). Only massive eff orts by the Federal 
Reserve System, this time in conjunction with the Department of Treasury and 
Congress, staved off  a potentially disastrous meltdown of the fi nancial system in 
late 2008. 

 Th e federal government also is essential in providing subsidy payments to 
groups in trouble, whether it’s well-off  growers or low-income workers, and it 
needs to do so in ways that bolster the market system and benefi t large corpora-
tions. For example, and as already mentioned in Chapter 2, 38 percent of all farms 
receive tens of billions in direct payments and government crop insurance, which 
adds up to half of all farm income in some years. As for low-income employees that 
work full time, they receive tens of billions of dollars (ranging from about $500 
for a married couple without children to $6,000 for a parent or parents with three 
or more children) through a program called “Earned Income Tax Credits.” Th e 
Earned Income Tax Credits serve as an off set to payroll taxes for individuals and 
as a subsidy for corporations that pay low wages, which is why most corporate 
leaders and Republicans supported them back in the 1970s as preferable to welfare 
payments. From their point of view, this type of income support also increases the 
size of the labor pool and reinforces the work ethic. As of 2012, 26 states also had 
Earned Income Tax programs, including several Republican-dominated states. 

 Nor is government any less important in the context of a globalizing econ-
omy. If anything, it is even more important because it has to enforce rules con-
cerning patents, intellectual property, quality of merchandise, and much else in an 
unregulated international arena. Th e fi lm industry, publishers, and pharmaceutical 
companies, among several, are absolutely dependent on the government to protect 
them against cheaply produced copies and knock-off s. Furthermore, the interna-
tional economy simply could not function without the agreements on monetary 
policy and trade that the governments of the United States, Japan, Canada, and 
Western Europe uphold through the International Monetary Fund, World Trade 
Organization, and other international agencies. For all these reasons, domination 
of the federal government on domestic and international economic issues is vital 
for the corporate community.   

  THE SPECIAL-INTEREST PROCESS 

  Th e special-interest process, as noted at earlier points in the book, consists of the 
many and varied means by which wealthy families, individual corporations, and 
business sectors gain the tax breaks, favors, regulatory rulings, and other govern-
mental assistance they need to realize their narrow and short-run interests. Th e 
process is based on frequent personal contact with elected offi  cials and their staff s, 
but its most important ingredients are the information and fi nancial support 
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that the lobbyists have to off er. It is carried out by people with a wide range of 
experiences: former elected offi  cials, experts who once served on congressional 
staff s or in regulatory agencies, employees of trade associations, corporate execu-
tives whose explicit function is government liaison, and an assortment of lawyers 
and public relations specialists (Goldstein 1999; Luger 2000). In reaction to the 
growing number of women in elected and appointed government positions, there 
are also a number of women lobbyists, many of them experts on taxes and fi nance 
(Benoit 2007). 

 Intricate and arcane tax breaks are one of the most important aspects of the 
special-interest process, starting with a variety of legal loopholes that save indi-
viduals and families many millions in taxes each year ( Johnston 2003; Johnston 
2007). However, corporations also benefi t from similar strategies. Due to success-
ful eff orts in 1993 to relax rules concerning minimum corporate taxes, and then 
changes in 1997 making it possible for corporations to spread tax breaks over 
several years, 12 of 250 profi table large fi rms studied for the years 1996–1998 
paid no federal income taxes. Seventy-one of the 250 paid taxes at less than half 
the offi  cial rate during those three years ( Johnston 2000). Th e trend to increas-
ingly large tax breaks continued during the administration of George W. Bush. 
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 (Barshay and Wolfe 
2004; Browning 2004; McIntyre 2004). 

 Although President Obama and his Republican opponent agreed during 
the 2012 election campaign that the tax rates on corporations were too high, 26 
large companies, including Boeing, General Electric, DuPont, and Verizon, paid 
no taxes at all between 2008 and 2011 (CTJ 2012a). Another study by Citizens 
for Tax Justice, a Washington tax research group, found enough information on 
290  Fortune  500 companies to determine that they kept $1.6 trillion in earnings in 
off shore tax havens for an estimated tax savings of $433 billion; just 20 companies 
were sheltering half of that income, and the next 30 had another 24 percent of it 
(CTJ 2012b). According to a study for the  New York Times , the eff ective tax rate 
on corporations in general was 23 percent in 2011, well below the offi  cial top rate 
of 35 percent (Duhigg and Kocieniewski 2012; NYT 2012). 

 Corporations spend far more money on lobbying than their offi  cers give 
to political candidates or to their company’s political action committee. In 2000, 
for example, the tobacco industry, facing lawsuits and regulatory threats, spent 
$44 million on lobbyists and $17 million on the Tobacco Institute, an industry 
public relations arm, but gave only $8.4 million to political campaigns through 
political action committees (deFigueiredo and Snyder 2003). 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 (POGO 2004). 
Th e top pro-business lobbying organization in 2012, the Chamber of Commerce, 
spent $95.7 million, compared to $36.2 million on campaign donations. 

 In achieving their successes, individual corporations and trade associa-
tions deploy many thousands of former congressional staff ers and employees in 
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departments and agencies of the executive branch.  In 2012, for example, 521 worked 
for the TV/movie/music industry, 423 for the automotive industry, and 279 for 
fi nance and credit companies (OpenSecrets 2012e). At the same time, a large 
number of lobbyists were part of a few big fi rms that were major businesses in 
and of themselves, bringing in from $100 to $500 million each year (OpenSecrets 
2012f ). Several of these fi rms, in turn, are owned by the public relations fi rms that 
have a major role in the opinion-shaping network discussed in Chapter 5. 

 Still, even though far more money is spent on lobbying, the important point 
is that corporate lobbying and campaign donations go hand-in-hand, as seen in 
a case study of the 30 most successful companies in seeking large tax breaks. Th is 
study showed that in addition to the $476 million they spent on lobbying Congress 
between 2008 and 2010, they also contributed $41 million to 98 percent of the 
members of Congress, with the largest donations going to the leaders of both parties 
and the chairs of key congressional committees (PIRG/CTJ 2012). Strikingly, these 
30 corporations received $10.6 billion in tax rebates during the same time period, so 
it is not surprising that many corporations view their Washington offi  ces as another 
“profi t center” within the corporation (Clawson, Neustadtl, and Weller 1998). 

 Special interests and their lobbyists work through Congress to hamstring 
regulatory agencies or reverse military purchasing decisions they do not like. For 
example, when the Federal Communications Commission tried to issue licenses 
in 2000 for over 1,000 low-power FM stations for schools and community groups, 
Congress blocked the initiative at the behest of big broadcasting companies, set-
ting standards that restricted new licenses to a small number of stations in the 
least populated parts of the country (Labaton 2000). Sometimes the lobbyists go 
directly to the relevant government agency for possible redress. Pfi zer paid one 
fi rm $400,000 to work against a National Transportation Safety Board proposal 
to ban the use of antihistamines by truck drivers. Th e Magazine Publishers of 
America paid another fi rm $520,000 to oppose a possible 15 percent increase in 
magazine postal rates (Zeller 2000). 

 Some special-interest confl icts 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 specifi c 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 could not easily avail themselves of this opportunity, 
they hired a lobbying fi rm, several law fi rms, and a public relations fi rm to advo-
cate bipartisan legislation to end the tax benefi ts that derive from creating a mail 
drop in Bermuda. Th e small companies countered by hiring a diff erent set of law 
fi rms and public relations companies (Stone 2000). Th e loophole stayed open and 
the bigger companies continued to fi ght it, but in 2012 Bermuda still was advertis-
ing itself as the ideal place for insurance companies to incorporate (Forbes 2012; 
Johnston and Treaster 2007). 

 Th e special-interest process often is used to create loopholes in new legisla-
tion that was accepted in principle by the corporate community. “I spent the last 
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seven years fi ghting the Clean Air Act,” a corporate lobbyist in charge of PAC 
donations for his company told researchers. He then went on to explain why he 
gave money to elected offi  cials who voted for the strengthening of the Clean Air 
Act in 1990: “How a person votes on the fi nal piece of legislation is not repre-
sentative of what they have done.” Most members of Congress voted for the act, 
he continued. “But during the process some of them were very sympathetic to 
some of our concerns” (Clawson, Neustadtl, and Weller 1998, p. 6). Translated into 
results, this means there were 40 pages of exceptions, extensions, and other loop-
holes in the 1990 version of the act after a 13-year standoff  between the Business 
Roundtable’s Clean Air Working Group and the liberal-labor alliance’s National 
Clean Air Coalition. For example, the steel industry was given 30 years to bring 
26 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 implementing the legislation. 

 Although most studies of the special-interest process recount the success 
of one or another corporation or trade association in gaining the tax or regu-
latory 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, but most of them were long ago. 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 industry. Laws that improved auto 
safety standards were passed over automobile industry objections in the 1970s, as 
were standards of water cleanliness opposed by the paper and chemical industries 
(Luger 2000; Vogel 1989). 

 Th e special-interest process is the most visible and frequently studied aspect 
of governmental activity in Washington. It also consumes the lion’s share of the 
attention devoted to legislation by elected offi  cials. Although the special-interest 
process is very important to wealthy families and the corporate community, it is not 
the heart of the matter when it comes to a full understanding of corporate power 
in the United States. Moreover, there is general agreement among a wide range 
of theorists about the operation of this dimension of American politics: everyone 
concludes that wealthy families and organized business groups have great power 
in this arena. But as far as most social scientists are concerned, as explained fur-
ther in Chapter 9, this is not enough to demonstrate corporate dominance of the 
federal government in general. Th ey note that the special-interest process is too 
narrow to explain the adoption of important new foreign and domestic polices of 
a more general nature, even while agreeing that many departments and regulatory 
agencies are dominated by the business sectors with the greatest interest in their 
activities and rulings. Although corporate domination of many specifi c parts of 
the government is no trivial matter as evidence for a class-dominance theory, this 
point about general policies means that the policy-making process discussed in 
the next section is not only important to the corporate community, but pivotal in 
theoretical arguments among social scientists as well.   
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  THE POLICY-MAKING PROCESS 

  Domination of the federal government on issues of concern to the corporate com-
munity as a whole is the culmination of work done in the policy-planning network 
described in Chapter 4. However, the diff erences between moderate conserva-
tives and ultraconservatives within the policy-planning network sometimes lead 
to major confl icts between them within the executive branch or Congress over 
new policies. In addition, at this point the power elite have to fend off  alternative 
legislative proposals put forward by the liberal-labor alliance. 

 Th e recommendations developed by organizations in the policy-planning 
network reach government in a variety of ways. On the most general level, elected 
offi  cials and their staff s read the reports, news releases, and interviews that emanate 
from the think tanks and policy-discussion groups. Members of the policy organiza-
tions appear before congressional committees and subcommittees that are writing 
legislation or preparing budget proposals. However, the most important contacts 
with government are more direct and formal in nature. Th ey include service on fed-
eral advisory committees, service on specially appointed presidential and congressio-
nal commissions, and direct exchanges of viewpoints between government offi  cials 
and corporate leaders through regularly scheduled meetings with the Business 
Council and the Business Roundtable. Representatives of the corporate community 
and the policy-planning network are also appointed to important government posi-
tions, which places them in a position to endorse the policy recommendations put 
forward by their colleagues and former employees in the policy-planning network. 

  Federal Advisory Committees 

 Corporate executives and experts from the policy-planning network are often 
members of the many unpaid committees that advise specifi c departments of the 
executive branch on a wide range of policies. Building on a 2006 database that 
included the 100 largest corporations as well as foundations, think tanks, policy-
discussion groups, and federal advisory committees, sociologist Scott Dolan (2011, 
Chapter 6; Dolan and Moore 2013) discovered that many of the top 100 cor-
porations and several of the policy-planning groups had one or more members 
on advisory groups. Th e corporations were most likely to have representatives on 
advisory committees in the departments of defense, commerce, energy, and state, 
along with Homeland Security, the Federal Communications Commission, and 
the Offi  ce of Science and Technology. Similarly, think tanks and policy-discussion 
groups had their most frequent connections to the defense, commerce, energy, and 
state departments. On the other hand, neither corporations nor organizations in 
the policy-planning network are involved in health and human services, educa-
tion, or the arts, in which advisory committee members are overwhelmingly from 
the medical, scientifi c, university, and arts communities. 

 Th ese fi ndings are consistent with a study of advisory committee linkages to 
the profi t and nonprofi t sectors for the mid-1990s: 72 percent of the 100 largest 
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corporations and 83 percent of 12 think tanks and policy-planning groups had 
members on federal advisory committees (Moore et al. 2002). For example, the 
Defense Policy Advisory Committee on Trade within the Department of Defense 
came primarily from the defense industry, while the National Security Tele-
communications Advisory Committee in the Department of State came from 
telecommunication, information, and electronic companies. CEOs made up the 
entire membership of some of these advisory committees. Th e fi ndings also fi t 
with the close connection between the Business Roundtable and key federal advi-
sory groups in the Department of Commerce during the confl icts over the passage 
of NAFTA in 1994 and permanent normal trade relations with China in 2000. In 
both cases the advisory committees were especially important because consulta-
tion with advisory committees in the Department of Commerce was made man-
datory by legislation passed in 1974 (Dreiling and Darves 2011). (For detailed 
earlier information on these advisory committees, see the document on “Federal 
Advisory Committees” on  whorulesamerica.net .)  

  Presidential and Congressional Advisory Commissions 

 Corporate executives and experts from the policy-planning network have been 
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 highway construction to changes in Social Security 
to a new missile defense system to, during the fi rst Obama administration, deal-
ing with the federal debt. Th e recommendations of these commissions have met 
with varying degrees of success, and sometimes they are meant as no more than 
window dressing, but they reinforce and legitimate corporate policy positions even 
when they do not lead to immediate changes. 

 President Obama’s National Commission on Fiscal Responsibility and 
Reform, appointed in 2010, was meant to lead to a “grand bargain” on how to deal 
with the federal debt through fi scal reform, with tax increases on the one hand 
and cuts in spending on the other. It consisted of 18 presidential appointees, start-
ing with three Democrats, two Republicans, and an independent from outside of 
government. In addition, there were six congressional Democrats and six con-
gressional Republicans. After months of deliberations, no offi  cial report could be 
issued because seven commissioners would not support it. Four liberal members 
(three from Congress and a former union leader) rejected cuts in Social Security 
benefi ts and three ultraconservative members (all from the House) rejected tax 
increases on dividends and capital gains, even though the overall plan called for 
cuts in the top personal and corporate rates from 35 percent to 28 percent that far 
outweighed the dividend and capital gains increases. 

 Five of the six non-governmental appointees were a classic cross-section 
of the corporate rich and the power elite. Th e Republican co-chair of the com-
mission was a graduate of an elite prep school and a wealthy former senator from 
Wyoming, who retired from the Senate in 1997 at age 66, taught at various centers 
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at Harvard for three years, and then returned to Wyoming to practice corporate 
law. Th e other Republican appointee was the CEO of Honeywell, a director of 
JPMorgan Chase, and a member of the Business Roundtable and the Business 
Council. Th e Democratic co-chair, whose father ran a large family-owned whole-
sale food distribution company in North Carolina, graduated from an elite private 
school, the University of North Carolina at Chapel Hill, and the Columbia Uni-
versity Business School. He worked as a partner at Morgan Stanley for several 
years, later founded his own investment fi rm, and served as President Clinton’s 
White House chief of staff  from 1997 to 1998. Another Democratic appointee 
was a graduate of an elite women’s prep school, Bryn Mawr College, and Harvard, 
where she received a Ph.D. in economics. She was a fellow of Th e Brookings 
Institution, a former head of the Offi  ce of Management and Budget in the Carter 
administration, and a former vice chair of the Federal Reserve Board during the 
Clinton years. Th e third Democrat from outside government, the former president 
of the Service Employees International Union, represented the labor movement. 
Th e independent member was raised in a middle-class African American family 
in Washington, DC, attended Catholic high schools, and received a BA from 
Simmons College and an MBA from Harvard. She was a long-time high execu-
tive at General Mills and Kraft Foods, and retired from business in 2007 as the 
chair of Young & Rubicam, one of the largest public relations and marketing fi rms 
in the world. She was a director of General Electric, Novartis, and Unilever, and a 
trustee of the Rockefeller Foundation, the Council on Foreign Relations, and Th e 
Brookings Institution. 

 Although no offi  cial report could be submitted to the president, the draft 
approved by the majority became the basis for a new corporate lobbying eff ort, 
the Campaign to Fix the Debt, made up of 70 CEOs, over half of whom were 
members of the Business Roundtable and/or Business Council. Th e Fix the Debt 
eff ort, led by the Republican and Democratic co-chairs of the Obama debt com-
mission, began with a press conference in Washington in November 2012, which 
emphasized that the CEOs’ were now willing to pay a higher personal tax rate to 
facilitate a resolution to a stalemate between the White House and the Republi-
cans over whether to let the Bush-era tax cuts expire and trigger automatic spend-
ing cuts on January 1, 2013, or create a compromise (the “fi scal cliff ” drama). Th e 
lobbying eff ort consisted of a huge advertising blitz, at a cost of over $50 million, 
in Washington and in the congressional districts of top Republicans in the House, 
along with personal visits with members of Congress by CEOs. 

 In a last-minute compromise in the early days of 2013, President Bush’s 
tax cuts were preserved on all income up to $400,000, with any income over that 
fi gure taxed at the rate of 39.6 percent, and the tax rate on income from divi-
dends and capital gains was raised from 15 to 20 percent for those with incomes 
over $400,000. Most important for the corporate rich, gifts and estates of up 
to $5 million per person (indexed for infl ation) were exempted from taxes, and 
anything over that amount was taxed at a maximum rate of 40 percent, which 
means that major fortunes can be passed on to children largely intact. In exchange, 
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Republicans agreed to extend unemployment benefi ts for one year and the Earned 
Income Tax Credit, the child tax credit, and certain education tax credits for fi ve 
years. But a temporary decease in the payroll tax was not extended, which meant 
that there was a decline in take-home pay for most employees in 2013. 

 Until archival records and oral histories become available, the extent to 
which the highly publicized eff orts of the presidential debt commission and the 
lobbying by the leaders of the Campaign to Fix the Debt played a signifi cant 
role in bringing about the compromise will not be known. It is likely that the 
Republican CEOs had an impact in swaying congressional Republicans to agree 
to some tax increases, but it is also the case that the CEOs and other corporate 
lobbyists could not convince the congressional Democrats to accept the cuts 
in Social Security they had hoped to bring about through a decrease in yearly 
infl ation adjustments and an increase in the age at which a full pension could 
be collected.  

  Government Consultations with the Business Council and 
Business Roundtable 

 Corporate leaders have personal contact with both appointed and elected offi  cials 
as members of the two policy organizations with the most access to government, 
the Business Council and the Business Roundtable. Although the Business Coun-
cil has taken a back seat to the Business Roundtable since the mid-1970s, its 
members are straightforward in presenting their recommendations to the White 
House and cabinet offi  cials on a wide range of issues, including support for tax 
cuts in the early 1960s and tax increases in 1967 to help pay for the Vietnam War 
(Domhoff  2013; McQuaid 1982). In one particularly striking instance in 1971, 
Business Council members were adamant in pressuring the Nixon administra-
tion for a wage-price freeze in an eff ort to reign in rising construction costs that 
corporate leaders blamed on overly generous concessions to construction unions 
in the face of major strikes. 

 At a moment when President Nixon was not yet prepared to institute a 
wage-prize freeze, partly because of strong divisions within his administration 
over taking that step, the Business Council decided that it did not want to wait 
any longer for action, especially because it already had sent the president a “mes-
sage of censure” for his failure “to check excessive wage and price increases.” In a 
meeting at the White House with the president in May 1971, the president of a 
major corporation “espoused the immediate adoption of wage and price controls.” 
Th en the Business Council as a whole took “the unprecedented step of taking 
a straw vote on the issue, subsequently conveying to the president an expres-
sion of discontent at the administration’s failure to secure smaller wage and price 
increases” (Marchi 1975, pp. 326, 340). Strikes in several diff erent industries in the 
summer of that year, which resulted in large wage hikes, including a 30 percent 
wage increase over a three-year period for the United Steel Workers, fi nally forced 
Nixon’s hand (Matusow 1998, p. 110). 
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 Although the Business Council is assertive behind the scenes, the Business 
Roundtable usually takes a more public stance. As shown in Chapter 4, it mobi-
lized the corporate community to pass the legislation that created the Canada-
United States-Mexico free trade zone in 1994 (NAFTA) and permanent normal 
trade relations for China in 2000 (Dreiling 2001; Dreiling and Darves 2011).  

  Th e Creation of New Government Agencies 

 Proposals developed in the policy-planning network led to new government agen-
cies throughout the twentieth century, usually in response to specifi c crises and 
pressures. Th is process began with corporate involvement in the creation of the 
Federal Trade Commission in 1914 and the Bureau of the Budget (now called 
the Offi  ce of Management and Budget to refl ect its expanded duties) in 1919. 
Both agencies were responses to challenges generated by corporate critics dur-
ing the Progressive Era (Kahn 1997; Weinstein 1968). Th e role of organizations 
in the policy-planning network in recommending—and helping establish—new 
government agencies continued during the New Deal with the creation of the 
Agricultural Adjustment Administration and the Social Security Administration 
(Domhoff  and Webber 2011, Chapters 2 and 4). As explained in the discussions of 
the Council on Foreign Relations and the Committee for Economic Development 
in Chapter 4, members of the policy-planning network also created the framework 
for American foreign policy and trade policy for the post–World War II era. Here 
it can be added that members of the policy-planning network had a major role in 
reorganizing the Department of Defense after World War II and then establish-
ing the National Security Council and the CIA (Huntington 1961).  

  Th e Great Exception: Labor Policy 

 Th ere is one major exception to the general rule: Th e labor policy that fostered 
the development of the liberal-labor alliance was not the product of the policy-
making process and does not seem to fi t the idea that there is class domination. 
Th e National Labor Relations Act of 1935 passed in spite of intensive lobbying 
by the entire corporate community. It then played a role, along with the need 
for harmony between the corporate-conservative and liberal-labor alliances dur-
ing World War II, in leading to a fi vefold increase in union membership from 
3 million in 1933 to 15 million in 1945. At that juncture, 35.4 percent of all wage 
and salary workers were represented by a union, and the sky seemed to be the 
limit. Th is dramatic growth made the liberal-labor alliance a signifi cant force in 
American politics until the 1980s, though never the force that it wanted to be or 
that it was constantly claimed to be by the corporate community. In addition to 
winning wage increases and health benefi ts for their members, unions developed 
suffi  cient clout to aid in the election of enough liberal and moderate Democrats to 
maintain the high tax rates on the top income brackets that were legislated during 
the New Deal and World War II. 
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 Th e passage of legislation supportive of unions is often interpreted as an 
unalloyed victory for the liberal-labor alliance. However, the involvement of lead-
ers in the Business Council in establishing the original National Labor Board 
and some of its procedures, as discussed briefl y in Chapter 4, is often overlooked. 
Moreover, there was another crucial ingredient in addition to labor militancy and 
a large number of liberals in Congress. Th e liberal-labor alliance accepted the 
exclusion of agricultural and domestic workers from the purview of the legislation 
in order to win the support of the Southern plantation owners, as represented by 
the Southern Democrats. In eff ect, the corporate rich lost on this issue because 
they were divided. Th is analysis is supported by the fact that they were able to 
limit the eff ectiveness of the National Labor Relations Board when Northern 
industrialists and Southern plantation owners united against it just three years 
after it passed (Gross 1981). 

 Most surprising, the corporate community never lost on any issue related 
to unions after World War II ended. In the process, it halted the growth in the 
percentage of wage and salary workers in unions; 1945 turned out to be the 
high point. Contrary to what members of the invigorated liberal-labor alliance 
expected in 1946, the corporations’ string of successes began in 1947 and included 
a major triumph in 1978. Th ese victories, along with rulings against unions by the 
Republican-dominated National Labor Relations Board in the early 1970s and 
throughout the 1980s, accelerated the decline of unions and the loss of power by 
the liberal-labor alliance. Th e National Labor Relation Act’s usefulness to union 
organizers was all but gone by the end of the Reagan administration in 1988, 
when the number of workers in unions was down to 17 million from 21 million in 
1979, and the percentage of wage and salary workers in unions fell to 16.2 percent, 
less than half of its all-time high in 1945 (Mayer 2004, Table A1). Th e corpo-
rate rich won again in 2009 in defeating a union-sponsored initiative that might 
have revived union organizing, which is discussed briefl y in the fi nal section of 
this chapter. Th e percentage of employees in unions was down to 11.8 percent 
in 2011 and even lower in the private sector, 6.9 percent, which is what matters 
the most to the corporate community; in addition, total union membership fell 
to 14.8 million (BLS 2012). (A detailed account of the pitched battles over labor 
legislation from the 1830s to 2011, with a special focus on the origins, implemen-
tation, and dismantlement of the National Labor Relations Act, can be found in 
the document on “Th e Rise and Fall of Labor Unions in the United States” on 
 whorulesamerica.net .)  

  Th e Role of Congress in Major Policy Changes 

 Congressional approval of large-scale policy proposals put forth by organiza-
tions in the policy-planning network does not mean that congressional voting 
coalitions develop any more quickly and easily on policy legislation than they do 
on special-interest issues. Instead, each coalition has to be carefully constructed 
by elected offi  cials with the help of corporate lobbyists and grassroots publicity. 
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It is here that the political leaders do their most important work in terms of major 
policy changes that generate strong disagreements and receive media attention. 
Th ey 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 legislation. Th ey are also experts at sensing when the 
moment is right to hold a vote, often keeping the fi nal 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 legislation 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 use 
the rhetoric and metaphors needed to make the new legislation palatable to as 
many people as possible.    

  APPOINTEES TO GOVERNMENT 

  Th e fi nal way to see if and how the corporate rich have shaped the federal govern-
ment is to look at the social, educational, and occupational backgrounds of the 
people that are appointed to important positions in it. If the corporate rich are as 
important as this book claims, such appointees should come disproportionately 
from the upper class, the corporate community, and the policy-planning network. 

 Th ere have been numerous studies of top-level governmental appointees 
under both Republican and Democratic administrations. Th ey are unanimous in 
their conclusion that the majority in both Republican and Democratic adminis-
trations have been corporate directors and their corporate lawyers, or members 
of boards of trustees in the policy-planning network, and hence members of the 
power elite (Salzman and Domhoff  1980). For example, 64 percent of the appoin-
tees to major cabinet, diplomatic, and court posts were members of the corpo-
rate community from 1934 to 1980, but only 47 percent during the New Deal, 
and most of them had connections to the policy-planning network (Burch 1980). 
A second study, which focused more narrowly on the 205 individuals that served 
in presidential cabinets between 1897 and 1972, reported that 60 percent were 
members of the upper class and 78 percent were members of the corporate com-
munity. Th ere were no diff erences in the overall percentages for Democrats and 
Republicans or for the years before and after 1933 (Mintz 1975). By contrast, 
there were very few top appointees from liberal organizations and virtually none 
from labor organizations. 

 Refl ecting the diff erent coalitions that make up the two parties, however, there 
were often striking diff erences between the second-level and third-level appointees 
in Republican and Democratic administrations in the years between 1932 and 2008. 
Republicans appointed ultraconservatives to agencies that they thoroughly disliked, 
such as the Environmental Protection Agency, the Occupational Safety and Health 
Administration, the National Highway Traffi  c Safety Commission, and the Offi  ce 
of Civil Rights. Th ese appointees proceeded to do everything they could to limit the 
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eff ectiveness of these agencies. Democrats, on the other hand, often placed liber-
als in the same agencies. Th e Clinton administration’s lower-level appointments to 
the Offi  ce of the Attorney General, for example, were far more vigorous in using 
the antitrust laws to challenge monopolistic corporate practices than those of the 
Reagan and George H. W. Bush administrations. 

 Th e many pre-1980 studies were updated for the Reagan, Clinton, and 
George W. Bush administrations for previous editions of this book. Th ey show 
the same patterns as the earlier studies (Domhoff  1983, pp. 139–141; Domhoff  
1998, pp. 251–255; Domhoff  2006, pp. 167–170). For example, the four people 
who served as secretaries of state for the Clinton and Bush administrations 
were almost indistinguishable in their credentials even though they diff ered by 
race and gender. President Clinton’s fi rst secretary of state was a director of 
Lockheed Martin, Southern California Edison, and First Interstate Bancorp, 
a trustee of the Carnegie Corporation, a recent vice-chair of the Council on 
Foreign Relations, and offi  cially a corporate lawyer at the time of his appoint-
ment. President Bush’s fi rst secretary of state, a four-star army general who 
retired in 1993, made millions as a speaker to corporate employees at $60,000 
to $75,000 per appearance. He served as a director of Gulfstream Aerospace 
until its merger with General Dynamics in 1999, where he earned $1.5 million 
from stock options in exchange for helping the company sell its corporate jets 
in Kuwait and Saudi Arabia. He was a member of the Council on Foreign Rela-
tions at the time of his appointment (and became one of its directors after he 
left the Bush administration). 

 Th e Clinton and Bush appointees to the Department of Treasury also had 
similar careers. President Clinton’s fi rst secretary of treasury inherited millions 
from his rancher father, founded his own insurance company in Texas, and later 
became a senator. He was succeeded by the co-director of Goldman Sachs, with 
an estimated net worth between $50 and $100 million at the time, who was also 
a trustee of the Carnegie Corporation. Th e Bush administration’s fi rst secretary 
of treasury was the recently retired chair of Alcoa and a member of the Business 
Council and the Business Roundtable. Th e second was the CEO of CSX (a freight 
transportation company), a director of three other corporations, and a member 
of the Business Roundtable. Th e third secretary of treasury was the chairman of 
Goldman Sachs and a member of the Business Roundtable.   

  THE FIRST OBAMA ADMINISTRATION 

  Many of the major appointees in the fi rst Obama administration were diff erent 
from past appointees in that they were far more likely to have spent most of their 
careers in government service than business, although several of them worked for 
corporations or served on corporate boards at various points in their careers. Th eir 
educational backgrounds were similar to those of most members of the power elite 
and they had been involved with organizations in the policy-planning network. 
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Th e appointments to fi ve cabinet positions of major importance to the corporate 
community, along with the two most important White House staff  appointments, 
demonstrate these patterns. 

 Th e secretary of state, Hillary Rodham Clinton, a graduate of Wellesley 
and Yale Law School, worked as a lawyer for the largest corporate law fi rm in 
Little Rock and served on the board of directors of Wal-Mart for six years, while 
her husband was the governor of Arkansas, then became the fi rst lady for eight 
years and then a senator from New York. Th e secretary of defense, mentioned 
in Chapter 4 as a holdover from the Bush administration, sat on several corpo-
rate boards before his appointment. Th e attorney general, the son of West Indian 
immigrants, whose father was a real estate broker in New York City, graduated 
from Columbia Law School, did an internship at the NAACP Legal Defense 
and Educational Fund, and then worked in the Department of Justice for nearly 
25 years. In the early 2000s he became a partner in a leading Washington law fi rm, 
where his clients included Merck and Chiquita Brands International, earning sev-
eral million dollars each year and accumulating assets worth $5.7 million by the 
time of his cabinet appointment. Th e secretary of commerce, the son of Chinese-
American parents of modest incomes, earned an undergraduate degree at Yale 
and a law degree at Boston University, then won elective offi  ces in Seattle before 
becoming governor of the state of Washington from 1997 to 2005. After leaving 
offi  ce he joined an international corporate law fi rm in Seattle, working to develop 
trade relations with Chinese companies, and served on the board of directors of 
Safeco, a large insurance company. 

 Th e top appointees at the Department of Treasury were as consistently from 
the Wall Street fi nancial community as in previous administrations. Th e secretary 
of treasury, the son of a Ford Foundation offi  cial and a graduate of Dartmouth, 
had been president of the Federal Reserve Bank of New York since 2003, an 
appointment that is made by a board of directors dominated by New York banks. 
Previous to his appointment as the bank’s president, he had worked fi rst for a 
corporate consulting company founded by a former secretary of state, next for the 
International Monetary Fund, and then for the Department of Treasury. He was 
a senior fellow at the Council on Foreign Relations when he was asked to take 
the position at the Federal Reserve Bank of New York. He had a central role in 
structuring the bank bailouts by the George W. Bush administration in 2008. His 
deputy secretary of treasury was the president of property casualty operations at 
Hartford Insurance, his chief of staff  was a managing director of Goldman Sachs, 
and his other nine top appointees had affi  liations with Wall Street fi nancial fi rms 
as well (Foster and Holleman 2010, Table 1). 

 President Obama’s two most important White House staff  appointments 
had direct connections to the corporate community. His fi rst chief of staff  worked 
after his graduation from Sarah Lawrence with a public interest group and then 
as an aide to elected offi  cials, including six years in the Clinton White House. He 
joined the private sector for a few years in 1998 as a dealmaker in the Chicago 
offi  ce of a Wall Street banking fi rm, brokering several lucrative mergers that 
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earned him $16.2 million, including the merger of two smaller utility fi rms into 
Exelon, which became the largest utility company in the country (Luo 2008a). Th e 
president’s other key White House appointment, Valerie Jarrett, was mentioned in 
Chapter 6 as his friend, fundraiser, and main connection to the middle-class black 
community in Chicago. In the White House she had numerous liaison duties 
to communities of color, women’s groups, and the Chicago business community, 
where she had been the CEO of a real estate management fi rm, a director for 
USG (a Chicago-based building materials company), the vice-chair of the board 
of trustees at the University of Chicago, and a trustee of the Joyce Foundation (the 
63rd largest family foundation in 2008). She had an estimated net worth between 
$5 and $15 million at the time of her appointment. 

 Looking at President Obama’s original cabinet and staff  appointees as a 
whole, including the many people that have not been discussed, their previous 
involvement in government is notable. Overall, 10 of those who served in the 
original cabinet or on the White House staff  had held elective offi  ce as governors, 
senators, or members of the House of Representatives. Th e absence of any corpo-
rate chieftains was also striking. Th us, the members of the fi rst Obama adminis-
tration, with the exception of the Department of Treasury, were more of a political 
elite than the kind of corporate-based elite that predominated in previous admin-
istrations, including the Clinton administration and all other Democratic admin-
istrations after World War II. At the same time, the Obama appointees were a 
political elite that maintained far closer ties to the corporate community and the 
policy-planning network than to the liberal-labor alliance.   

  SUPREME COURT APPOINTMENTS 

  Th e Supreme Court has a special role in the American system of governance 
that is rare among industrial democracies. As the fi nal arbiter in major dis-
putes, it has been imbued with a mystique of reverence and respect that makes 
it a backstop for the corporate rich on the one hand and for many individual 
freedoms on the other. While its members are to some extent constrained by 
legal precedent, there is also a fair degree of discretion in what they decide, as 
seen in the numerous “great reversals” of opinion. Th ese reversals occurred most 
dramatically on two issues on which there was general ferment and pressure in 
the society at large at the times the decisions were made: (1) civil and voting 
rights for African Americans and (2) rights and protections for labor unions 
(Ernst 1973). Th e independent power of the Supreme Court was on display for 
all Americans in the 2000 elections: Th e fi ve conservative Republican appoin-
tees on the court, who usually decried “judicial activism” and emphasized states’ 
rights, nonetheless found a way to override the Florida Supreme Court and stop 
the counting of uncounted votes that might have tipped the presidential election 
to the Democrats. As constitutional scholars heatedly argued about the legal 
reasoning behind the court’s majority, the Democratic Party and most ordinary 
Americans quietly accepted the decision. 
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 As the court’s prevention of the Florida recount shows, Supreme Court 
appointees and popular deference to their decisions do matter, which is yet 
another reason why the power elite work so hard to win elections. Biographi-
cal studies of court appointees down through the decades support the impor-
tance of being able to make court appointments. Th ey conclude that virtually 
all appointees shared the ideological and political views of the presidents who 
appointed them, although some appointees voted more liberally than Republi-
can presidents expected (usually concerning civil rights) or more conservatively 
than Democratic presidents expected. Even with some surprises, the Supreme 
Court has refl ected the range of acceptable opinion within the corporate com-
munity on the issues of concern to it (Baum 1998). Th e appointees were also 
primarily from the upper- and upper-middle classes, and an “inordinate num-
ber had served as corporate attorneys before their appointments” (Carp and 
Stidham 1998, p. 217). In addition, they also tended to be from elite law schools, 
to have abandoned the practice of corporate law for lower-level judicial appoint-
ments or professorships at prestigious law schools, and to have been active in a 
political party. 

 Th e nine justices during the fi rst Obama administration fi t many of these 
generalizations. Five were graduates of Harvard Law School, including three 
Republican appointments; three graduated from Yale Law School, and one from 
the School of Law at Columbia University. Five were millionaires (three Dem-
ocratic appointees, two Republican appointees) according to estimates by the 
Center for Responsive Politics that were based on the justices’ required annual 
statements (Cline 2011). However, the nine justices were notable for the fact that 
none of them had ever held elective offi  ce, and collectively they had not spent as 
many years in private practice as the justices who came before them. Instead, they 
had been government lawyers and law professors for most of their careers (Barton 
2012). Nevertheless, six of the justices practiced with corporate law fi rms early 
in their careers. On the other hand, none of them ever did legal work for unions, 
environmental groups, or consumer groups. 

 Four of the fi ve justices appointed by Republican presidents had experi-
ence as corporate lawyers. Antonin Scalia worked for a corporate law fi rm for 
six years after graduation from Harvard Law School in 1960, and then became 
a law professor. Clarence Th omas’s work experience after graduation from Yale 
Law School in 1974 included two years as a corporate attorney for Monsanto 
Chemical Company, followed by two years as a legislative assistant to a multi-
millionaire Republican senator from Missouri, John C. Danforth, an heir to a 
corporate fortune. Anthony M. Kennedy, the son of a corporate lawyer, practiced 
corporate law for 14 years after his graduation from Harvard Law School in 
1961, then was appointed to the Court of Appeals in 1975 and the Supreme 
Court in 1988. 

 Chief Justice John G. Roberts practiced corporate law for 14 years in a 
Washington fi rm after graduating from Harvard Law School in 1979 and working 
in the Attorney General’s offi  ce during the Reagan administration. He was known 
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as the go-to lawyer for the corporate community in the years before his court 
appointment, partly because of briefs he wrote in 2001 and 2002 for the National 
Chamber Litigation Center, a legal center created by the Chamber of Commerce 
in 1977 to prepare briefs on business-related cases and pressure both parties to 
appoint pro-business judges (Rosen 2008). Only Samuel Alito Jr., appointed to 
the court by President Bush in 2007, had spent his entire career as a United States 
attorney (including positions in President Reagan’s Department of Justice from 
1981 to 1987) after graduating from Yale Law School in 1975. He became a judge 
on the Court of Appeals in 1990. 

 Of the four Democratic appointees on the court in 2012, two had experi-
ence with corporate law fi rms. After graduating from Yale Law School in 1979 
and working in the district attorney’s offi  ce in New York for four years, Sonia 
Sotomayor worked for a corporate law fi rm from 1984 to 1992, becoming a part-
ner in 1988. She left the fi rm after her appointment to the U.S. District Court 
for the Southern District in New York by President George H. W. Bush. She 
then became celebrated by sports fans across the nation in 1995 when she ended 
a lengthy Major League Baseball strike by issuing an injunction against the 
team owners, which stopped them from unilaterally instituting a new collective 
bargaining agreement and using replacement players. Republicans later slowed 
her appointment when President Clinton nominated her for the United States 
Court of Appeals Second Circuit, but she was eventually confi rmed in 1998, and 
President Obama appointed her to the Supreme Court in 2009. Elena Kagan, 
appointed to the court by President Obama in 2010, worked for a corporate 
law fi rm in Washington for three years after her graduation from Harvard Law 
School in 1986 and a clerkship with a Supreme Court justice. She then became 
a law professor at the University of Chicago Law School, a legal counsel in the 
White House during the Clinton administration, and the dean of Harvard Law 
School from 2003 until 2009, when she was appointed Solicitor General of the 
United States. 

 Corporate law fi rms still excluded women when Ruth Bader Ginsberg, 
appointed to the court in 1993 by President Clinton, graduated from Columbia 
Law School in 1959. She taught law at Rutgers and Columbia and served as the 
general counsel for the ACLU during the 1970s, which involved her in many 
women’s issues. President Jimmy Carter appointed her to the Court of Appeals in 
1980. As for Justice Stephen Breyer, a graduate of Harvard Law School who was 
appointed to the high court by President Clinton in 1994, he divided his career 
between teaching at Harvard Law School and working for the federal government 
in a variety of legal positions before President Carter appointed him to the U.S. 
Court of Appeals in 1980. He is a multimillionaire through the fortune inherited 
by his wife, a member of the British aristocracy. 

 Although the Supreme Court generally defended corporate interests dur-
ing the nineteenth and twentieth centuries, it also protected and expanded some 
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 
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made decisions that ensured the freedom of the press and insisted that states 
must obey all provisions of the Bill of Rights, which many states had ignored 
in the past. Led by Chief Justice Earl Warren, a former Republican governor of 
California and an appointee to the court by President Dwight Eisenhower, the 
Supreme Court also played a major role in the civil rights revolution through 
its 9–0 ruling against school desegregation in 1954. It also made “one person, 
one vote” reapportionment rulings between 1962 and 1964, which outlawed 
the thinly populated rural House districts that greatly favored the conserva-
tive coalition. Between 1962 and 1966 it outlawed mandatory school prayer, 
extended the right to privacy into the bedroom, and gave new rights and protec-
tions to those arrested for alleged criminal acts. From the point of view of ultra-
conservatives and Southern Democrats, the “Warren Court” was an anathema, 
a hotbed of liberals and radicals who destroyed the country’s foundations, but it 
continued to make rulings that favored corporations over unions in the 1960s 
(Gross 1995, Chapter 10). 

 Faced by Southern and ultraconservative anger and bolstered by the 
appointments made by presidents Nixon and Reagan, the Supreme Court turned 
in a more conservative direction on many issues after the 1970s. In addition, the 
corporate community’s success rate was improved by the work of the Chamber 
of Commerce’s National Chamber Litigation Center and the specialization of 
corporate lawyers at several major fi rms on cases that would be heard by the 
Supreme Court (Yeomans 2012). After 1980, the Supreme Court became even 
more pro-corporate by limiting shareholder suits against corporate management, 
antitrust challenges to mergers, lawsuits alleging securities fraud, product-liability 
lawsuits, and large punitive-damage awards by juries (Rosen 2008). It also handed 
down several decisions that made it more diffi  cult for individuals to fi le lawsuits 
against corporations, in eff ect creating a series of blockades that are spelled out 
in detail in a book by the dean of the law school at the University of California, 
Irvine (Chemerinsky 2010). In 2010, the National Chamber Litigation Center 
had a string of successful arguments before the Supreme Court that “read like 
a top ten” list of corporate wishes: “Its victories included thwarting class-action 
claims of gender discrimination at Wal-Mart; forcing individuals to have their 
claims against big corporations settled in arbitration rather than gaining access to 
the courts; beating back litigation by states and municipalities seeking to regulate 
greenhouse gases; defeating claims for damages caused by the defective design of 
vaccines; limiting recovery by whistleblowers; restricting the reach of U.S. law over 
foreign manufacturers of defective products; and blocking suits by private citizens 
against brokerage fi rms for making false statements about securities” (Yeomans 
2012, p. 14). 

 Th e Supreme Court has been closely divided on the same social issues 
that divide liberals and conservatives in the general public, with one or two 
Republican appointees sometimes voting to uphold the rights won by women, 
the LGBT community, and people of color in the 1960s and 1970s. At the 
same time, there is almost always a solid majority that sides with business when 
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individuals, unions, or local and state governments challenge the corporate com-
munity in any way.   

  THE LIBERAL-LABOR ALLIANCE AND CONGRESS 

  Despite the presence of supporters of the liberal-labor alliance in Congress since 
the 1930s, and the growing percentage of liberal Democrats in Congress between 
the 1990s and 2010, the alliance’s eff orts to introduce new economic initiatives 
and defend union rights met with little or no success between 1939 and 2012. 
As noted in the Introduction and Chapter 6, most of its victories consisted of 
increases in the minimum wage, increases in Social Security payments, the addi-
tion of disability insurance to Social Security, and improvements in social welfare 
benefi ts, some of which were attempts to keep even with infl ation, and some of 
which were not opposed by corporate moderates. 

 Th e liberal-labor alliance 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 companies with 50 or more employees to take up 
to 12 weeks of unpaid leave a year for pregnancy or adoption, or 26 weeks to take 
care of certain family illnesses. Th e act covers almost half of American workers if 
government agencies are included. Th e fact that the leaves are unpaid limits the 
number of workers who can take advantage of them, and conservatives were able 
to exempt small companies and reduce the amount of leave time for pregnancies 
and adoptions from l8 weeks to 12, but health benefi ts are still in place during the 
leave. Between 8 percent and 17 percent of eligible employees made use of the act 
in 2005, according to a study by the Department of Labor (DOL 2007). 

 Th e liberal-labor alliance can also claim some of the credit for the passage of 
the Civil Rights Act in 1964 and the Voting Rights Act in 1965. However, both 
of these landmark acts owed far more to the civil rights movement itself, whose 
African American members had been largely excluded from the bargains that 
had been struck between the Southern Democrats and the liberal-labor alliance 
between 1935 and 1960 (Brown 1999). Although most liberals and a few unions 
supported civil rights legislation, a majority of union members, North and South, 
opposed the integration of their neighborhoods, schools, and jobs from the outset, 
as discussed further in Chapter 8. As a result, the liberal-labor alliance was as 
much a hindrance as help, and it lost the support of many white workers as the 
civil rights movement pressed forward with its agenda (e.g., Boyle 1995; Quad-
agno 1994; Sugrue 2008). 

 Th e liberal-labor alliance played a major role in the creation of Medicare, but 
that victory also reveals the limits of liberal-labor power in Congress. Th e battle for 
Medicare began in 1949 as a liberal-labor proposal for national health insurance 
for all Americans, but it was blocked by hospitals, the American Medical Associa-
tion, and the conservative coalition for the next decade. Progress was not possible 
until the liberal-labor alliance proposed to limit national health insurance to those 
65 and older, which happened at about the same time that hospitals were losing 
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money by treating low-income patients of all ages (Altman 2005, p. 186). Although 
the focus on the elderly created the potential for a compromise, it did not happen 
without major organizing eff orts by the liberal-labor alliance and increasing fi nan-
cial problems for hospitals, insurance companies, and physicians due to the costs of 
treating indigent patients. By 1962–1963, most Medicare opponents knew that they 
were fi ghting a losing battle. Th e American Hospital Association concluded that its 
member hospitals needed some form of major federal support. Similarly, the com-
mercial insurance companies were doubtful that their new attempts to insure the 
elderly could be profi table, so they began to think in terms of selling supplemental 
insurance to fi ll any gaps in a government plan (Quadagno 2005, p. 72). However, 
the American Hospital Association, the Health Insurance Association of America, 
and the American Medical Association did not end their opposition to Medicare as 
conceived of by the liberal-labor alliance. 

 Th e large Democratic victories at the presidential and congressional lev-
els in 1964 meant that some form of health insurance for the elderly would be 
passed in the next congressional session. Adopting the stance advocated by the 
liberal-labor alliance, the Democrats proposed hospital insurance for the elderly; 
the Republicans countered through a bill adapted from a plan written by experts 
at Aetna, the giant private insurer. Th e Republican plan called for supplemen-
tary private insurance, in part subsidized by the government, which would pay 
for physicians’ services as well as hospitalization. At the same time, the American 
Medical Association tried to stave off  the Democrats’ proposal by updating past 
Republican plans for federal subsidies for the purchase of private hospital care. 
Renamed Eldercare, the physicians’ plan also included provisions for payment 
for their services. Conservatives and liberals on the key congressional committees 
then decided to include all three proposals in a single package: Medicare A, which 
provides hospital and nursing home insurance for people over 65; Medicare B, 
which pays their doctors’ bills; and Medicaid, which provides hospital and physi-
cian payments for low-income patients (Quadagno 2005, Chapters 3–4). 

 Th e extent of the insurance coverage for both the elderly and low-income 
people was far greater than the leaders of the liberal-labor alliance originally 
thought would be possible, which made their victory all the more signifi cant. 
However, the congressional conservatives that made the fi nal bargain with the 
White House abandoned many of the price restraints and other features to con-
trol costs that had been worked out carefully by union experts. As a result, the 
legislation built a relentless infl ationary pressure into medical costs. Hospital costs 
increased 14 percent and physician fees 6.8 percent a year during Medicare’s fi rst 
fi ve years, far more than most other costs were rising at the time (Marmor 2000, 
p. 98). In the process, the health insurance companies became a more powerful 
lobby as they greatly increased their profi ts. In addition, more for-profi t hospitals 
were able to enter the market and earn high profi ts, often after buying up or buy-
ing out and closing a large number of nonprofi t and public hospitals. Medicare 
and Medicaid were a savior for many individuals, but they were also a bonanza for 
hospitals, health-related corporations, and physicians. 
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 With the election of Republican Richard Nixon to the presidency in 1968, 
the liberal-labor alliance lost on everything except the expansion of Social Secu-
rity benefi ts and the Earned Income Tax Credit, which had the support of Presi-
dent Nixon and many moderate Republicans as well. Th e value of the minimum 
wage declined after 1968 despite a few small increases in it during the 1970s that 
did not keep up with infl ation. Th ere were no further increases between 1981 
and 1990, and it was frozen again between 1997 and 2007. By 2012, the mini-
mum wage would have been $10.52 an hour if it had retained its 1968 purchasing 
power, not the $7.25 to which it was raised in 2007, so it declined in value by 
35 percent over that 44-year period. It lost even more value in comparison to the 
average salary of those who were employed in 1968 and 2012 (Schmitt 2012). Th is 
large decrease on a “who benefi ts?” indicator is further evidence that the liberal-
labor alliance gradually lost much of its political power after the 1960s. 

 It perhaps goes without saying that the liberal-labor alliance had no success 
with any new initiatives during the Reagan and George H. W. Bush administrations; 
moreover, it also suff ered cutbacks on many social programs, including Social Secu-
rity (Domhoff  2013, Chapter 12). Except for the Family and Medical Leave Act of 
1993, there were no victories for the liberal-labor alliance during the eight years of 
the Clinton administration either. Th e social welfare program for low-income and 
unemployed families, which was created during the New Deal as one part of the 
Social Security Act and then expanded during the 1960s, was reduced to a shadow 
of its former self by a welfare reform act in 1996. Th e reform was the outcome of 
Clinton’s 1992 campaign promise to “end welfare as we know it,” but his plan was 
made more stringent by the Republicans’ insistence that his provisions for child 
care and health insurance for those on welfare had to be eliminated (Quadagno and 
Rohlinger 2009). Called the “Personal Responsibility and Work Opportunity Act” 
in order to reinforce the idea that those on welfare had lost moral fi ber and needed 
to look harder for work opportunities, it put time limits on the number of years a 
person could receive welfare, added a work component, and reduced assistance for 
immigrants, due to the strong Republican belief that many immigrants came to the 
United States with the hope of receiving welfare assistance. 

 Th e impact of the cuts were not immediately felt because the time limits did 
not kick in immediately, and the stock-market bubble of the late 1990s took the 
unemployment rate from 5.4 percent in 1996 to 4.0 percent in 2000, the lowest 
it had been since the early 1970s. But the full extent of the cuts was made appar-
ent with the arrival of hard times in late 2007, when welfare payments were so 
few and small that food stamps and the Earned Income Tax Credit had to be the 
primary supports for the 46.5 million people that lived in poverty by 2012, about 
15 percent of the adult population (DeParle 2012; Seefeldt, Abner, Bolinger, Xu, 
and Graham 2012; WSJ 2012). 

 Th e string of defeats suff ered by the liberal-labor alliance during the Clinton 
administration, and in the George W. Bush administration as well, continued during 
the fi rst Obama administration. To deal with lengthy delays in holding represen-
tation elections, which corporations used as a tactic to defeat unionization drives, 
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union leaders made clear to the Democrats that their number one goal was to leg-
islate new ways to overcome this problem. Th ey thought the best remedy would be 
their Employee Free Choice Act, which would instruct corporations to recognize 
and bargain with unions if a majority of their employees signed a card expressing 
their desire to be represented by a union (Greenhouse 2008). As a senator, President 
Obama had voted for a similar (unsuccessful) proposal in 2007, and he expressed his 
support for the Employee Free Choice Act during his 2008 presidential campaign. 

 In anticipation of a congressional vote on the bill in 2009, the corporate 
community launched a multimillion-dollar media campaign through new lobby-
ing coalitions, with names like Workplace Fairness Institute and the Coalition for 
a Democratic Workplace, which falsely claimed that the legislation would take 
away workers’ right to vote for or against unionization in a secret ballot. Th e presi-
dent of the National Association of Manufacturers, a former Republican governor 
of Michigan, warned that the unionization of Wal-Mart’s 1.4 million workers 
alone would add $500 million a year in union dues, part of which would be used 
to support pro-labor Democratic candidates (Greenhouse 2009). “We like driving 
the car,” the CEO of Wal-Mart told stock market analysts in October 2008, “and 
we’re not going to give the steering wheel to anybody but us” (Kaplan 2009, p. 10). 

 Th ree Chicago billionaires who had backed President Obama’s fi rst presi-
dential campaign, all of them with interests in hotels that unions were trying to 
organize, let it be known to him that they opposed the bill. One of them was 
Penny Pritzker, Obama’s 2008 National Campaign Finance chair, whose family 
owned the Global Hyatt. Another hotel investor had raised $160,000 as a bun-
dler. Th e 83-year-old patriarch of the Crown family, which backed Obama heav-
ily in 2008, spoke out against the pro-union legislation in a published interview. 
However, even while doing so, he emphasized that he still supported Obama and 
added, “I think the world of him. Th is doesn’t have anything to do with other rela-
tionships” (Lippert and Rosenkrantz 2009). Meanwhile, while all this was going 
on, the 41 Republican senators remaining in the Senate after the large Democratic 
gains in 2008 announced they would not support new labor legislation, and three 
Democrats said they would not support it either. Since only 41 votes are needed 
to sustain a fi libuster, the bill never came up for a vote. 

 Next, a liberal proposal for raising tax revenues, a 0.05 percent transac-
tion tax on every fi nancial trade by stock and bond brokers, which was vigorously 
opposed by the fi nancial industry, was dropped. It would have reduced the number 
of destabilizing speculative trades while raising an estimated $100 billion a year 
(Pollin, Baker, and Schaberg 2008). Liberal calls to send federal money to states 
that were running defi cits were opposed by Republicans and moderate Democrats 
in the Senate, which led to layoff s for teachers and other government employees 
that are paid with state funds, which in turn undercut the impact of the federal 
stimulus package because the newly unemployed workers now had less money to 
spend (Krugman 2012). 

 Th en liberal plans for dealing with the mortgage crisis were also cast aside. 
Congress thereby ignored the precedent set by the creation of the Home Owners 

dom26717_ch07_162-191.indd   184dom26717_ch07_162-191.indd   184 13/04/13   3:55 PM13/04/13   3:55 PM



  THE LIBERAL-LABOR ALLIANCE AND CONGRESS 185

Loan Corporation during the New Deal. Back then it bought underwater mort-
gages on low-income homes from private fi nancial companies and then provided 
the homeowners with government mortgages that had lower interest rates and 
more years to pay off  the loan. It was, in eff ect, a government bailout for both the 
mortgage lenders and the homeowners, but in 2009–2010 the fi nancial indus-
try was strong enough to reject any government involvement in mortgages that 
threatened its complete control of mortgage lending. Instead, the various plans 
that were tried between 2009 and 2011 only helped out the banks, several of 
which were reaping very large profi ts from mortgage loans by 2012. Th e series of 
mortgage plans did include clauses calling for banks to renegotiate loan payments 
and interest rates, but these clauses helped very few families. Th ey left complete 
control of the issue in the hands of the bankers, who had little or no incentive to 
renegotiate. Nor did a liberal plan that gave indebted homeowners the right to 
stay on as renters at the market rate go anywhere, although it might have saved 
several million people from losing their homes and encouraged bankers to negoti-
ate more realistically (Baker 2009). 

 Th e Patient Protection and Aff ordable Care Act (“Obamacare”), which 
passed in 2010, represented the biggest addition to government health insurance 
since the passage of Medicare in 1965. Building on the private health insurance 
industry, it expanded health care coverage to 35 million additional Americans, 
allowed children to stay on their parents’ health insurance policies until age 25, 
and had the potential to reign in some healthcare costs. However, few members of 
the liberal-labor alliance greeted it with enthusiasm; most of them preferred the 
straightforward expansion of Medicare to cover all citizens, a proposal that was 
also called “national health insurance” or a “single-payer” system. 

 Ironically, the Obama administration’s proposal was very similar to, but more 
conservative than a proposal put forth 37 years earlier by the corporate moderates 
in the Committee for Economic Development (CED 1973). Liberal and labor 
leaders of that era rejected the plan because they thought the time for national 
health insurance fi nally had arrived (Quadagno 2005, Chapter 5). In both plans, 
Medicare would continue for those over age 65, companies had to off er health 
insurance to their employees, and individuals without coverage would be required 
to purchase health coverage (through community trusts in the Committee for 
Economic Development plan, through state-level private insurance pools in the 
Obama plan). Both plans provided government subsidies for insurance purchases 
by low-income people that were not eligible for Medicaid. Th e main diff erences 
were that the Obama proposal, by prior agreement with the health insurance 
industry and the supposed representatives of small business, the ultraconservative 
National Federation of Independent Business, gave a bigger role to private insur-
ance companies and exempted millions of small businesses from off ering insur-
ance plans (Quadagno 2012). 

 When the campaign for Medicare for everyone received little or no support 
from elected Democrats in early 2010, the liberal-labor alliance threw its support 
behind a “public option” plan that would permit the federal government to off er an 
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insurance plan that would compete with private insurers, perhaps thereby assuring 
that the private insurance plans would hold down prices and costs. But the private 
insurers that had agreed to support the White House’s original legislation said 
that a public option was completely unacceptable, and the idea had to be dropped 
(Quadagno 2012). Even with the support of the insurance industry and some 
parts of the health industry, only one Republican in the Senate voted for it, and all 
178 Republicans in the House voted against it. 

 Overall, then, the liberal-labor alliance did not enjoy much success between 
1939 and 2012 beyond what had been made possible by the National Labor Rela-
tions and Social Security acts in 1935, and a Fair Labor Standards Act passed in 
1938, which established minimum wages and maximum hours for the fi rst time 
(see Domhoff  2013 for a more detailed analysis of legislation that was passed, 
modifi ed, or defeated in those decades). Nor can the liberal-labor alliance ever 
achieve a full measure of success, even if it were to obtain large majorities in both 
the House and the Senate, as long as Senate rules include the right of a minority 
of 41 senators to block legislation (through a fi libuster) that it fi nds objectionable. 
Until such time that there are 60 liberals in the Senate and the Democrats regain 
control of the House, the corporate rich can hold on to their many gains since 
the 1970s as long as they maintain their alliance with the great majority of white 
voters in the southern, Great Plains, and Rocky Mountain states.*    

  CORPORATE COMPLAINTS OF IMPOTENCE: 
THEIR REAL FEARS 

  Despite the strong “who governs?” and “who wins?” evidence that the corporate 
rich have great power within the federal government on the issues of concern to 
them, many corporate leaders feel they are relatively powerless in the face of gov-
ernment. To hear them tell it, the Congress is more responsive to organized labor, 
environmentalists, and consumers than it is to them. Th ey also claim to be harassed 
by willful and arrogant bureaucrats that encroach upon the rightful preserves of 
the private sector, sapping them of their confi dence and making them hesitant to 
invest their capital. In 2010 members of the fi nancial industry felt insulted by any 
criticisms of them by President Obama, despite his administration’s support for 
the bailout passed at the end of the Bush years and their complicity in the fi nancial 
failures of 2008–2009. 

 A journalist and a political scientist documented these sentiments when 
they had the opportunity to observe a series of meetings at the Conference Board 
during which the social responsibilities of business were being discussed. At a time 

 * Th e one escape hatch in the face of a likely fi libuster is a legislative process called “reconciliation,” 

which allows for a vote after 20 hours of Senate debate on resolutions having to do with the budget. 

While budget issues may seem narrow, the reconciliation process was used by the Republicans in 1996 

to pass welfare reform, by the Republicans to pass tax cuts in 2001, 2003, and 2005, and by the Demo-

crats to pass parts of the Patient Protection and Aff ordable Health Care Act in 2010. 
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in the mid-1970s when the Republicans held the presidency and the conservative 
coalition won 60 to 80 percent of its challenges and did not lose on any major 
piece of legislation, the corporate leaders at these meetings were convinced that 
government listened to everybody but them. Government was seen as responsive 
to the immediate preferences of the majority of citizens. “Th e have-nots are gain-
ing steadily more political power to distribute the wealth downward,” complained 
one executive. “Th e masses have turned to a larger government” (Silk and Vogel 
1976, pp. 50, 75). 

 Th e fear corporate leaders expressed of the democratic majority led them to 
view mild recessions as a saving grace, because they help to keep the expectations 
of workers in check. Workers who fear for their jobs are less likely to demand 
higher wages or government social programs. For example, diff erent corporate 
executives made comments such as “Th is recession will bring about the healthy 
respect for economic values that the Great Depression did” and “It would be better 
if the recession were allowed to weaken more than it will, so that we would have a 
sense of sobriety” (Silk and Vogel 1976, p. 64). 

 Th e negative feelings these corporate leaders had toward government were 
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 went into politics only to earn a living (Silk and 
Vogel 1976, p. 193). Even in the 1920s, a time when social scientists and histo-
rians think that business was unrivaled in its power, there were constant outcries 
from the corporate rich about a domineering and overbearing federal govern-
ment (Prothro 1954). Th ese complaints undercut any claims that business hostil-
ity toward government stems largely from the growth of eff ective government 
programs during and after the New Deal. 

 Although a few social scientists and media commentators once took these 
expressions of impotence as evidence for their claim that business leaders do not 
have suffi  cient power to be called a dominant class, the emotional expressions 
of business owners about their lack of power cannot be taken seriously as power 
indicators. Th e investigation of power concerns actions and their consequences, 
not the inner world of subjective feelings. Still, it is useful to try to understand 
why corporate leaders complain about a government they dominate. Th ere are 
three aspects to the answer. 

 First of all, complaining about government is a useful power strategy, a form 
of action in itself. It puts government offi  cials on the defensive and forces them 
to keep proving that they are friendly to business so that corporate leaders will 
not lose “confi dence” in economic conditions and stop investing. One of the most 
insightful political scientists of the twentieth century concluded after 30 years 
of studying the relationship between business and government that “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 con-
stituencies to which they are actually held responsible” (McConnell 1966, p. 294). 
“Attacks upon government in general,” he continued, “place continuing pressure 

dom26717_ch07_162-191.indd   187dom26717_ch07_162-191.indd   187 13/04/13   3:55 PM13/04/13   3:55 PM



188 HOW THE POWER ELITE DOMINATE GOVERNMENT

on governmental offi  cers to accommodate their activities to the groups from 
which support is most reliable.” 

 Th e perennial complaints about government by corporate offi  cials also 
reveal a fear of the American belief system about power that emerged during the 
Revolutionary War. Since power is in theory in the hands of all the people, as 
explained in Chapter 1, there is always the possibility that some day “the people,” 
in the sense of the majority, will make the government into the pluralist democ-
racy it is supposed to be. In the American historical context, the great power of 
the dominant class is illegitimate, and therefore the existence of such power is 
vigorously denied (Vogel 1978). 

 However, the most potent reason for the corporate rich’s fear of popular 
control is revealed by their belief that government is the only institution that can 
challenge corporate domination, particularly in the case of labor markets. Elabo-
rating on comments in the Introduction, the federal government can infl uence 
labor markets in fi ve basic ways: 

1.    Th e government can hire unemployed workers to do necessary work 
relating to parks, schools, roadways, and the environment, which would 
tighten private labor markets and force corporations to compete for 
workers through higher wages, improved working conditions, and bet-
ter benefi t packages. Such government programs were a great success 
during the New Deal, when unemployment reached 25 percent and 
social unrest seemed to be growing. But they were quickly shut down 
at the insistence of business leaders when order was restored and the 
economy began to improve (Piven and Cloward 1971/1993, Chapter 4; 
Smith 2006; Taylor 2008).  

2.   Although moderate conservatives in the corporate community appreci-
ate the value of old-age, disability, and unemployment insurance, they 
join ultraconservatives in worrying 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, but the benefi ts for 
low-income people were cut back during the Reagan administration.  

3.   Th e government can tighten labor markets by limiting immigration, 
which is the main reason why the American Federation of Labor 
opposed immigration from the date of its founding in 1886 until a new 
law in 1924 reduced immigration to a trickle (Mink 1986). By contrast, 
corporate leaders and large-scale farmers generally support immigra-
tion because they see low-wage labor as essential to their continuing 
success. When ultraconservative Republicans began to think about 
passing anti-immigration legislation in the mid-l990s and early 2000s, 
as called for in their campaign speeches, they were met with a barrage 
of employer opposition, particularly from leaders in agribusiness, and 
quickly retreated.  
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4.   Under normal economic conditions, but not in the kind of recession 
that was generated by the fi nancial collapse in 2007–2008, the Federal 
Reserve System can reduce unemployment and tighten labor markets 
by  lowering  interest rates, which increases spending by consumers, 
homebuyers, and businesses, and thereby stimulates the economy. Th is 
fact was made obvious to a large percentage of the public by the way 
in which the Federal Reserve did just the opposite, increasing unem-
ployment at various times from the 1970s through the early 1990s. It 
 raised  interest rates whenever the unemployment rate dipped too low 
to suit the corporate community, which made loans more expensive for 
businesses and households, and thereby lowered the demand for goods 
and services. Higher interest rates are justifi ed by corporate leaders in 
terms of limiting the risks of runaway infl ation. However, leaders in the 
liberal-labor alliance argue that infl ation of 1 to 3 percent a year gener-
ally helps the great bulk of employees and does not lead to runaway 
infl ation, which they say is due to extreme economic shocks caused by 
defeats in wars, the doubling or tripling of oil prices by foreign coun-
tries, and events of a similar magnitude. In other words, the economics 
of infl ation often involve the politics of labor markets.  

5.   Th e government can support the right to organize unions and bargain 
collectively, as it did when Congress passed the National Labor Rela-
tions Act in 1935. As noted several times in this book, the corporate 
rich oppose this kind of government initiative even more strongly than 
government jobs and social benefi ts because unions give workers an 
organizational base for moving into the political arena, as well as the 
power to force wage increases through strikes.   

 Due to the many ways in which the American government could tighten 
labor markets, and thereby reduce corporate profi ts and increase the economic and 
political power of American workers, it is clear once again that structural power, 
status power, and expert power are not enough to sustain corporate dominance 
of the economy and government. If it is assumed that the corporate rich want to 
remain rich and powerful, it makes sense that they would be fearful of the govern-
ment they dominate, and therefore they would constantly complain about how it 
treats them.   

  THE LIMITS OF CORPORATE DOMINATION 

  Involvement in government is the fi nal and most visible aspect of corporate domi-
nation, which has its roots in the class structure, control of the investment func-
tion, and the operation of the policy-planning network. If government offi  cials 
usually did not feel they have to wait for corporate leaders to decide when and 
where there will be fi nancial investment, and if government offi  cials were not 
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further limited by the general public’s acceptance of policy recommendations from 
the policy-planning network, then power elite involvement in lobbying, policy 
formation, and elections would matter much less than they do. 

 Th is general point is supported by the way in which corporate dominance 
was momentarily called into question by the failure of the fi nancial system in the 
summer and fall of 2008, leading to calls from liberals to temporarily national-
ize failed banks, force them to fi re top management, and limit their size in the 
future. Th e need for sudden government bailouts of large magnitudes and the 
resulting economic anxieties experienced by a large portion of the voting pub-
lic played a big part in the Democratic Party’s victories in the presidential and 
congressional elections in 2008. Th ose victories in turn led to a defi cit spending 
program that kept unemployment from growing worse, along with a health insur-
ance program, which extends coverage to most Americans for the fi rst time in 
the country’s history. It triggered several modest reforms in the fi nancial system. 
Liberal-labor critics noted at the time that the stimulus program was too small to 
reduce unemployment to a signifi cant degree, and a wider range of critics pointed 
out shortcomings in the health insurance and fi nancial reform programs, but the 
fact remains that the corporate-conservative alliance opposed all three of these 
initiatives to the best of its ability. More generally, it is unlikely that any of these 
legislative actions, however limited, would have happened without the fi nancial 
implosion that led worried centrist voters to turn to the Democrats. 

 Th us, domination by the corporate rich through the power elite does not 
negate the reality of continuing confl ict over government policies or major policy 
changes in the face of future large-scale economic or military failures. Never-
theless, as this chapter shows, few legislative confl icts between 1935 and 2012 
involved liberal-labor challenges to the rules that create privileges for the cor-
porate rich. Most of the numerous battles within the interest-group process, for 
example, were only over specifi c spoils and favors; they often added up to contests 
between competing business interests. 

 Similarly, confl icts within the policy-making process usually concerned dif-
ferences between the moderate conservatives and ultraconservatives in the corpo-
rate community. Many issues that at fi rst appeared to be legislative defeats for the 
corporate community turned out to be situations in which the moderate conser-
vatives decided for their own reasons to side with the spending coalition in times 
of disruption, thereby expanding government social insurance and other support 
programs, at least until the turmoil had subsided. At other times the policy dis-
agreements involved issues that brought the needs of the corporate community as 
a whole into confl ict with the needs of specifi c industries, which is what happened 
on trade policies and also on some environmental legislation. 

 However, the most consequential loss for the corporate community since it 
came of age in the 1870s and 1880s, the National Labor Relations Act of 1935, 
was a major factor in creating a strong labor movement in many states outside the 
South and Great Plains over the next four decades. Th is loss occurred in a context 
of increased labor militancy and a willingness on the part of Southern planters to 
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side with the large number of newly elected non-Southern liberal Democrats in 
exchange for the exclusion of their own labor force. Th e defeat, although tempered 
by later legislation, had a dramatic impact on the nature of the American power 
structure. Th e organized labor movement lost all subsequent legislative battles and 
had been reduced to enclaves in construction, service industries, and government 
by 2012, due to the tenacity of the corporate rich, but the full history of organized 
labor during the twentieth century shows that limits can be placed on corporate 
power under some conditions. 

 It is now time to put the fi ndings and conclusions in this and previous chap-
ters into a larger theoretical and historical context in order to explain why there is 
corporate domination in the United States.    
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 8
Th e Big Picture 

  Th e Introduction began with two seeming paradoxes. How can the owners and 
managers of highly competitive corporations develop the policy unity to shape 
government policies? And how can large corporations have such great power 
in a democratic country? Th e step-by-step argument and evidence presented 
in previous chapters provide the foundation for a theory that can explain these 
paradoxes—a  class-domination  theory 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 organizations, rules, and customs through which every-
day life is conducted. Domination, in other words, is the institutionalized outcome 
of great distributive power (“power over”). Th e corporate rich are a dominant class 
in terms of this defi nition because the cumulative eff ect of their various distribu-
tive powers leads to a situation in which most Americans generally accept (or 
acquiesce in) its policies. Even when there are highly vocal complaints, the rou-
tinized ways of acting in the United States follow from the rules and regulations 
needed by the corporate community to continue to grow and make profi ts. 

 Th e overall distributive power of the dominant class is fi rst of all based in its 
structural power, which falls to it by virtue of being owners and high-level execu-
tives in corporations that sell goods and services for a profi t in a market economy 
that is fashioned in good part to benefi t the sellers of goods and services, not 
employees or consumers. Th e power to invest or not invest and to hire and fi re 
employees leads to a political context in which most elected offi  cials try to do as 
much as they can to create a favorable investment climate in order to avoid being 
voted out of offi  ce in the event of an economic downturn. Th is structural power 
is augmented by the ability to create new policies through the policy-planning 
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network, which it was possible for the corporate rich to develop gradually over 
many decades because their common economic interests and social cohesion give 
them enough unity to sustain such an endeavor. 

 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. Th is in 
turn reinforced a personality-oriented candidate-selection process that is heavily 
dependent on large campaign donations—now and in the nineteenth century as 
well. Th e system of party primaries is the one adaptation to this constrictive two-
party system that has provided some openings for insurgent liberals and trade 
unionists on one side and social conservatives and libertarians on the other. 

 Structural power, policies generated in the policy-planning network, and con-
trol of the two parties resulted in a polity in which there is little or no organized 
public opinion on specifi c legislative issues that is independent of the limits, doubts, 
and obfuscations generated by the opinion-shaping network. In addition, the frag-
mented and constrained system of government crafted by the Founding Fathers 
led to a relatively small federal government that is easily entered and infl uenced by 
wealthy and well-organized private citizens, whether through Congress, the sepa-
rate departments of the executive branch, or a myriad of regulatory agencies. 

 Th e net result is that the corporate rich score very high on all three power 
indicators: who benefi ts, who occupies seats of government power, and who wins. 
Th ey have a greater proportion of wealth and income than their counterparts in 
any other large industrialized democracy, and they are vastly overrepresented in 
key government positions and decision-making groups through the power elite. 
Th ey win far more often than they lose on those issues that make it to the gov-
ernment for legislative consideration, although a temporary division between the 
Northern and Southern rich in the face of worker militancy in the North made 
it possible for liberals and organized labor to pass the National Labor Relations 
Act in 1935, which gave union members far more income and power for the next 
40 years than they ever had before or after. 

 Despite their lack of power, many Americans feel a sense of empowerment 
because they have religious freedom, freedom of expression, the right to vote, and 
the hope that they can make more money or rise in the class structure if they try 
hard enough. Th ose with educational credentials and/or secure employment expe-
rience a degree of dignity and respect that allows them to hold their heads high 
and maintain their sense of self-regard, because elite arrogance and condescension 
toward average people is rarely expressed publicly. Th en, too, liberals and leftists 
retain hope because they had success in helping to expand individual rights and 
freedoms—for people of color, for women, and for gays and lesbians. 

 But individual rights and freedoms do not necessarily add up to distributive 
power. In the same time period between 1965 and 2000 in which individual rights 
and freedoms expanded, corporate power also became greater because industrial 
unions were decimated, the civil rights movement dissipated, and the liberal-labor 
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alliance splintered as part of the resistance to the integration of job sites, neigh-
borhoods, and schools. Th us, class domination actually increased in recent decades 
in spite of increases in individual freedom. It is therefore possible to have class 
domination in a society based on individualistic liberal values, as many decisions 
by the Supreme Court also demonstrate. 

  WHY ARE THE CORPORATE RICH SO POWERFUL? 

  How is such a high concentration of corporate power possible? Th is question can be 
answered with the insights gained by comparing America’s history to the histories 
of democratic countries in Europe. Very generally, there are two separate but related 
historical reasons for class domination in the United States. First, the corporate 
community in America is stronger because it did not have to contend with feudal 
aristocrats, strong states, and the hierarchy of an established church, all of which 
had a pervasive infl uence in Western European history (Mann 1986; Mann 1993). 
Second, those who work for wages and salaries are weaker as an economic class than 
in other democratic countries for reasons discussed later in the chapter, and they 
cannot mold themselves into a social class of freely intermarried families because 
they discriminate against each other on the basis of race, ethnicity, and religion. 

 Th e well-known historical factors leading to a decentralized and relatively 
powerless federal government are especially important in understanding modern 
corporate dominance. Th e prerevolutionary history of the United States as a set of 
separate colonial territories, only lightly overseen by the appointed governors rep-
resenting the British crown, left plenty of room for the development of wealthy 
merchants and slaveholders, primarily because the colonial governments were so 
small. Th e Founding Fathers, as the representatives of the merchants, bankers, and 
planters in the separate colonies, were therefore able to create a government with 
divided and limited powers that was designed to accommodate the concerns of both 
Southern slave owners and Northern merchants and bankers. Th ey 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. 

 Th ese constitutional compromises failed in that their diff erences over the 
expansion of slavery into western territories led to a murderous Civil War, which 
demonstrates how quickly societies can descend into violence when rival elites 
cannot compromise on their disagreements (Higley and Burton 2006, pp. 64-68). 
Nevertheless, the Southern and Northern rich were once again able to work 
together after they fully compromised their diff erences in 1877 through extended 
secret negotiations that resolved disputes over whether the Democrats or Repub-
licans won the presidential elections in 1876. Th e Republicans were awarded 
the presidency in exchange for (1) the removal of the remaining federal troops 
from the South, which conceded a free hand to the planters to do everything in 
their power to subjugate their former slaves; (2) the appointment of a Southern 
Democrat to the cabinet in the patronage-rich position of postmaster general; 
and (3) the promise of continuing government subsidies for rebuilding the South. 
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Th e bargain also was supposed to include a gradual switch to the Republican Party 
on the part of the Southern white rich. However, as briefl y noted in Chapter 6, 
wealthy white Southerners quickly realized that they needed to remain Democrats 
to make it impossible for a low-income, black-white voting coalition to gain a 
toehold in the two-party system. Th is possibility seemed to be a serious risk in the 
1870s because populism had begun to develop in the areas dominated by white 
farmers with small holdings (Kousser 1974; Woodward 1966; Woodward 1973). 

 Once Northern Republicans abandoned African Americans and agreed to 
spend federal tax money in the South in disproportionate amounts, the Compro-
mise of 1877 made it possible for Northern industrialists and Southern plantation 
owners to oppose any federal program or agency that might aid those who worked 
with their hands in factories or fi elds, an opposition that came to be known as 
the conservative coalition during the 1930s. From the 1880s on, however, the 
Southern plantation owners were the junior partners in the ownership class, 
although they were able to build up considerable political power through their 
strongholds in Congress and their alliance with the wealthy ethnic out-groups in 
Northern cities, which were excluded from social institutions and elite universities 
by the Protestant white rich. 

 Despite the federal tax dollars sent to the South after the Compromise 
of 1877 and in the twentieth century due to the development of the spending 
alliance in the Democratic Party during the New Deal, the federal government 
remained small. It did not have to make large expenditures for war preparations, 
as most European countries did at the time, due to the absence 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. Th us, the United States did not have 
a permanent military establishment until World War II, when corporate lead-
ers came to Washington (while remaining on corporate payrolls so they did not 
have to take a pay cut) to oversee military development and ensure control of it 
(Domhoff  1996, Chapter 6; Waddell 2001). By contrast, the nation-states that 
survived the severe competition that began among many small states in Europe 
seven or eight hundred years ago were the ones with strong central governments 
and large military organizations. Th ese countries came into the modern era with 
strong states that had long-standing ties with the old aristocracy, so the new busi-
ness class had to compete for power. Th e result is a more complex power equation 
in most European countries (Lachmann 2000; Lachmann 2010; Mann 1993). 

 Within this context, it is very important that there were big corporations 
in the United States by the second half of the nineteenth century, well before 
there was any semblance of a “big government” at the national level. Th ese cor-
porations and their associated policy-planning organizations were able to play 
the major role in creating new administrative agencies and regulatory bodies 
that became important in the twentieth century, as overviewed in Chapters 4 
and 7. As noted in Chapter 7, eff orts within the policy-planning network also led
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to the establishment of a reorganized Department of Defense, a new National 
Security Council in the White House, and the Central Intelligence Agency after 
World War II (Hammond 1961; Huntington 1961). 

 For all the early divisions between property owners in the North and South, 
ordinary Americans were even more divided from the beginning—free white farm-
ers and artisans in the North and black slaves and low-income whites in the South. 
Th ese divisions were exacerbated by the arrival of waves 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 (e.g., Mink 1986). To make matters more diffi  cult, there was no good 
way to overcome these divisions because bold activists could not develop strong 
trade unions in the North, where employers dominated state and local governments. 
In the South, African Americans were almost completely subjugated between the 
1880s and 1965 by a combination of disenfranchisement and vigilante violence. 

 Despite these problems, the union movement in the Northern United States 
was very similar to the ones in Britain and France between the 1830s and the 
1880s. Th en highly organized employers used violent methods to defeat attempts 
at class-wide union organization. In doing so they had the support of the local 
and state governments controlled by the political parties they dominated. In that 
atmosphere, workers could only organize in the few business sectors in which 
employers were unable to bring in replacement workers for one or more of several 
reasons, including high skills levels (e.g., typographers, highly trained construction 
workers, and machinists), the need for fast turnaround in delivery services (e.g., 
shipping and railroad workers), or geographic isolation (e.g., coal mining, logging, 
and other isolated extractive industries) (Kimeldorf 2013). Th ese high replace-
ment costs, in turn, made strikes and threats of equipment destruction more 
eff ective for workers to utilize. By contrast, and this point cannot be underscored 
enough, business owners in Britain and France were forced by government, which 
was still dominated by landed aristocrats and bureaucracies in both countries, to 
compromise with unions (Hamilton 1991; Voss 1993). 

 For the most part, few workers in the United States could take advan-
tage of high replacement costs. Most large-scale attempts at union organizing 
between the 1880s and 1936 were therefore 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 large industrial unions were 
able to organize in some Northern states. Braced by their electoral victories and 
facing highly organized union activists, the president and the two liberal gover-
nors refused to send federal troops or state police to arrest workers when they took 
over factories (Bernstein 1969; Fine 1969). 

 Th is refusal to honor repeated requests from corporate leaders for armed 
intervention—on the grounds that sit-down strikes were a form of trespassing 
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on private property—marked the fi rst time in American history that government 
force was not used to break a major strike. Th e 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 corporate leaders defeat 
strikers who were trying to organize the steel industry (Piven and Cloward 1977, 
Chapter 3). By 1939, the growth in union membership slowed. Only the decline 
in unemployment beginning in 1940 due to defense spending, along with the 
need for national solidarity during World War II, made it possible for unions to 
resume growth, from 9 million in 1939 to 15 million in 1945, with the help of 
government intervention on their behalf. Th is 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 in making unionization possible. Th ey instead focus 
almost exclusively on the courage of the workers and the skillful leadership pro-
vided at the grassroots by leftists. Skillful leaders and militant workers are indeed 
necessary, but as a historian who specialized in leftist social movements concluded, 
“the central importance of government mediation, and of the alliance with the 
Democrats, has been glossed over” in many accounts of the surge in union growth 
(Weinstein 1975, pp. 80–81). 

 Despite the development of greater class solidarity, craft and industrial 
workers could not develop their own political party because the government struc-
ture and electoral rules pulled everyone into a two-party system, as explained in 
Chapter 6. Th us, 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. Th ey were stuck with the choice of joining a Democratic Party con-
trolled by Southern planters and machine Democrats or creating a third party, 
which would inadvertently ensure complete government dominance by the anti-
union Republican Party. Once again, the situation was diff erent in most European 
countries, mainly because their parliamentary systems made the development of a 
labor or socialist party more feasible, even in the face of changes in electoral rules 
that constrained their potential (Ahmed 2013a). 

 Lacking an organizational base in unions and a party, which might have 
formulated and popularized a more communal and pro-government ethos, there 
was little possibility for the American working class to overcome the strong indi-
vidualism and the racial, ethnic, and religious prejudices that are widespread in the 
United States. Th us, these divisive orientations persist among nonunionized white 
workers and continue to matter in terms of union organizing and voting patterns.   

  THE TRANSFORMATION OF THE AMERICAN 
POWER STRUCTURE 

  With the Northern rich dominating the Republicans and the Southern rich dom-
inating the Democrats between 1877 and the 1970s, and a conservative coalition 
of Republicans and Southern Democrats controlling Congress on class issues into 
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the 1990s, there was little chance of egalitarian social change through the electoral 
system. Th ose who were opposed to class domination or racial exclusion therefore 
resorted to disruptive social movements outside of the electoral system to try to 
win new rights, including in some cases the right to vote. 

 Th e 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 nation. It also dynamited the power arrangements that per-
sisted from the New Deal to the mid-1960s. As stated in Chapter 6, those power 
arrangements rested on the acceptance of African American exclusion—10 to 
12 percent of the country’s population—by the liberal-labor alliance in the 
North, as well as by the Republicans and Southern Democrats, to ensure the 
support of white workers, many of them union members. Moreover, as men-
tioned in the Introduction, the Voting Rights Act of 1965 made it possible for 
African Americans to help defeat open segregationists and other ultraconserva-
tives in Democratic primaries in the South, thereby hastening their shift to the 
Republican Party. 

 Black voters’ pressure on ultraconservative and racist Democrats was com-
plemented by the fact that the gradual industrialization of the South since World 
War II had made the situation of the Southern segment of the ownership class 
even more similar to that of its Northern counterpart. When the Democratic 
Party could no longer fulfi ll its main historical function, namely, keeping African 
Americans powerless, it was relatively easy for wealthy white conservatives to 
become Republicans. (Due to the gradual decline in prejudice toward Catholics 
after World War II ended, it also became easier for wealthy second-generation 
and third-generation Catholic immigrants to be accepted into upper-class social 
institutions and become supporters of the Republican Party.) 

 Th e changing political economy of the South also made the complete 
oppression of African Americans less crucial for the white rich, but civil rights 
did not come easily or simply. Th e civil rights acts of 1964 and 1965 would not 
have passed without the social disruption created by the civil rights movement. 
Th e conservative coalition in the Senate was not prepared to budge because it 
had the 34 votes needed in that era to continue a fi libuster (Bloom 1987). As a 
result, the Republicans did not abandon the Southern Democrats on this issue 
until moderate conservatives in 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 fi nally 
broke with the Southern Democrats to end the fi libuster. 

 Th e enactment of civil rights legislation and the exodus of the Southern 
segment of the ownership class from the Democratic Party created the possibil-
ity that the Democratic Party could be transformed into an organizational base 
for a nationwide liberal-labor alliance that included African Americans as well 
as the newly arriving immigrants from Latin America and Asia. But something 
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very diff erent happened instead, short-circuiting the possibilities for progressive 
economic change. 

 Th e problems for the creation of an expanded liberal-labor alliance began 
when the Southern white ownership class used appeals to long-standing racial 
resentments and hostility to the federal government to carry a majority of 
middle- and low-income white Southerners into the Republican Party with them. 
As already stated in Chapter 6, Republican presidential candidate Barry Goldwa-
ter emphasized his belief in state’s rights in 1964 to capture the four traditionally 
Democratic states of South Carolina, Georgia, Alabama, and Mississippi, which 
have been Republican strongholds ever since. Th e openly segregationist Demo-
cratic governor of Alabama, George Wallace, used race as a wedge issue to win 
13.5 percent of the vote nationwide in his third-party presidential race in 1968, 
thereby taking away enough traditional white Democratic voters in the South 
and Midwest to give the Republican candidate, Richard Nixon, a very narrow 
victory over his Democratic opponent with only 43.4 percent of the popular vote 
(Carter 2000). In 1972 President Nixon solidifi ed the former Wallace voters for 
the Republicans at the presidential level, especially in the South, paving the way 
for the Reagan-Bush era from 1980 to 1992 and the Bush-Cheney administration 
from 2000 to 2008 (Carmines and Stimson 1989; Carter 1996). 

 As a result of the racial backlash, later supplemented by emotional appeals 
on other social issues, Republicans held the presidency for all but 12 of the 
40 years between 1968 and 2008 and gradually consolidated a nationwide conser-
vative Republican majority that gained control of Congress. Th e abandonment of 
the Democrats at the congressional level by Southern whites did not happen at a 
faster pace primarily because the seniority they enjoyed gave Southern Democrats 
great power in Congress as long as the Democrats could maintain a majority. 
Wherever possible, then, southern whites continued to control the Democratic 
Party at the local level while voting Republican at the national level. Th e result 
was a split party system in the South from 1968 to 1994. Once the Republicans 
took control of Congress in 1994, most of the remaining white Southern Demo-
crats quickly consolidated within the Republican Party, including several elected 
Southern Democrats in the House and Senate who switched parties. 

 But it was not just racial confl ict in the South that destroyed any possibil-
ity of an expanded liberal-labor alliance within the Democratic Party. Th ere was 
also racial confl ict and backlash in the North. Th e arguments and buzzwords 
later used by ultraconservatives in the Republican Party to appeal to Northern 
whites were already being used by trade unionists and machine Democrats in 
the early 1960s as part of their resistance to renewed demands for greater inte-
gration in the North (Quadagno 1994; Sugrue 2008). Th ere were a few notable 
exceptions, and many leaders of industrial unions supported civil rights legisla-
tion, but enough of the rank-and-fi le and other middle-income white voters 
resisted integration in housing, schooling, and unions to put the Democrats on 
the defensive in the North as well as the South. Th is point is seen most dramati-
cally in the votes for Governor Wallace of Alabama in Democratic presidential 
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primaries as early as 1964—30 percent in Indiana, 34 percent in Wisconsin, and 
47 percent in the former slave state of Maryland, where he won 16 of 23 coun-
ties, the state capital, and the white ethnic neighborhoods of Baltimore (Carter 
2000, p. 215). 

 Nor was it simply racial confl ict that caused many Northern whites to 
oppose liberals of all colors. Many of them did not like the feminists or environ-
mentalists either, who were seen as threats to their status as proud white males 
or a danger to their jobs. Moreover, many did not like what they saw as the anti-
Americanism of the 1960s antiwar movement. All of these factors contributed to 
the disintegration of the liberal-labor alliance and made it possible for President 
Nixon and his ultraconservative allies to attract more and more white middle-
income voters (blue collar and white collar, union and nonunion) into the Repub-
lican Party, using the same social issues that have been employed by Republican 
candidates ever since (Edsall 2006; Edsall and Edsall 1992). 

 For several diff erent reasons, then, just enough white voters switched to the 
Republicans to solidify its reconstructed corporate-conservative alliance, which 
created further problems for the weakened liberal-labor alliance. Most white trade 
unionists did not fully realize that their unions was now at risk because of the 
renewed corporate attack on them, which were triggered by the issues mentioned 
in the discussion of the Committee for Economic Development in Chapter 4—
union power, cost-push infl ation, cost-of-living increases, and wage-price guide-
lines (Domhoff  2013; Gross 1995). Th ey did not understand that the strong 
unions they had built over the previous 35 years could be dismantled very quickly 
by moving production to the South or out of the country at a record-breaking 
pace. Nor did they imagine that the Republicans that had been courting their 
votes would aid the corporations in their attack by making antiunion appoint-
ments to the National Labor Relations Board. 

 As also explained in the discussion of the Committee for Economic Devel-
opment in Chapter 4, the nationwide white turn to the Republicans also made 
it possible for the moderate conservatives to make a right turn on other policy 
issues in the 1970s, once inner cities were calm and the corporations were faced 
with new economic problems due to increased foreign competition, rising oil 
prices, and infl ation. In particular, they focused on raising interest rates through 
the Federal Reserve Board as the easiest way to dampen infl ation by creating 
unemployment and lowering consumer demand. In the process, they abandoned 
the moderate (“commercial Keynesian”) policies of tax increases, decreased federal 
spending, and wage-price guidelines they had entertained in the 1960s as alterna-
tive ways to control infl ation (Domhoff  2013, Chapters 9–10). Th e result was a 
“new class war,” culminating in the Reagan administration’s cutbacks in various 
social support programs (Piven and Cloward 1982/1985). Th is renewed class war 
also led to the step-by-step deregulation of the fi nancial sector by the Reagan and 
Clinton administrations, which opened the way for the stock market and housing 
market bubbles that buoyed the economy for most of the years between 1997 and 
2007 (Baker 2009; Krugman 2012). 
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 Th e gradual elimination of unions since the 1970s and the attendant move-
ment of production facilities out of the country played a signifi cant role in the 
declining share of income that goes to those who work for wages and salaries, 
as did the declining value of the minimum wage and unemployment insurance 
after 1968 (Baker 2007; Volscho and Kelly 2012; Western and Rosenfeld 2011). 
Although economists often focus on the overall economic advantages of the 
new overseas production practices, including the benefi ts for people in the low-
income countries with new production facilities, these changes also meant a loss 
in power for average Americans as well as stagnating incomes. For all their faults 
as bureaucracies that can become fi efdoms for self-serving leaders, as is the risk 
with any large organization, unions provided a measure of security and dignity to 
many people’s lives, a point that includes people who were not members of unions 
because their wages were often pulled upward by union wages. 

 How much has this relatively unique American history mattered in terms 
of class dominance? Th e impact is in part revealed by comparing the share of 
wealth held by the top 10 percent and the amount of income received by the top 
1 percent in several large industrialized democracies for which this information is 
available for slightly diff erent years between 1998 and 2002. Th ese comparisons 
show that both the wealth and income distributions are more concentrated in the 
United States than in the other democracies (Alvaredo, Atkinson, Piketty, and 
Saez 2012; Davies, Shorrocks, Sandstrom, and Wolff  2008).  Table 8.1  demon-
strates this point by presenting the specifi c fi gures for the United States, Germany, 
and Japan, which show the large contrasts that can exist among highly developed 
countries. Sweden is also included in Table 8.1 because its highly concentrated 
wealth distribution (far greater than that for Germany or Japan) is accompanied 
by the lowest income share for the top 1 percent in just about any country in the 
world, which is due to progressive taxation.  

 Based on these two “who benefi ts?” power indicators, wealth and income, it 
seems likely that class dominance is greater in the United States than in any other 
fully industrialized democratic country.   

 Table 8.1 Wealth Shares for Top 10% and Income Shares for Top 1% in United 
States, Sweden, Germany, and Japan 

             Country     Year     Top 10% Wealth     Top 1% Income    

    United States     2001     69.8%     16.5%   
   Sweden     2002     58.6%     6.0%   
   Germany     1998     44.4%     10.9%   
   Japan     1999     39.3%     8.2%     

  Note: Sweden is included to show that high wealth concentration need not lead to high income 

concentration.  

   Sources:  Alvaredo, Atkinson, Piketty, and Saez 2012 on incomes; Davies, Shorrocks, Sandstrom, and 

Wolff  2008 on wealth.  
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  POWER AND SOCIAL CHANGE 

  Although there is extreme class domination in the United States, this does not 
necessarily mean it is inevitable in the future. Power structures change, as demon-
strated most dramatically by the relatively peaceful replacement of white rule and 
a repressive system of apartheid in South Africa in the early 1990s; the forceful 
but nonviolent replacement of dictators in the late 1980s by broad-based (not 
class-based) coalitions in Eastern Europe, after the Soviet Union signaled that it 
would no longer use force to prop up these regimes; and then by the even more 
sudden and unexpected nonviolent collapse of the Soviet Union itself in 1991. 
Rather obviously, nothing so large-scale seems likely in the United States, but 
several events between the 1930s and 2008 that are discussed in this book suggest 
that unexpected changes sometimes occur. 

 No social scientist predicted that there would be a Great Depression, or a 
New Deal in reaction to it, which led to the creation of the liberal-labor alliance. 
No one foresaw that a massive nonviolent civil rights movement would come 
roaring out of the Silent Fifties, inspiring antiwar, feminist, environmental, and 
gay-lesbian (later LGBT) movements. Nor did anyone anticipate the impact the 
religious right and the rest of the ultraconservative wing of the Republican Party 
would have during and after the 1970s through their opposition to affi  rmative 
action and to the liberal social agenda. In fact, most social scientists, and many 
liberals and labor leaders, thought that the economic self-interest of white work-
ers and the respect for individual rights in the American belief system would lead 
to a Democratic majority and integration during the 1970s. More recently, the 
idea that liberal Democrats would be in a position in late 2008 and early 2009 to 
even momentarily imagine making major changes in the economic system was 
unthinkable just before the fi nancial meltdown in early September 2008, after 
40 years of setbacks for the liberal-labor alliance and increasing income inequality. 

 Th is series of unanticipated crises and opportunities underscores that social 
scientists and historians can at best outline the structure of power and analyze 
trends. Th ey can say that social movements often (but not always) emerge in reac-
tion to sudden disruptions of everyday life due to wages cuts, depressions, wars, and 
cultural shocks. However, the only thing anyone knows for sure is that unexpected 
confl icts and crises often occur because of the dynamic and constantly changing 
nature of power structures, which gives rise to the possibility that activists with 
the right mix of programs, strategies, and tactics might be able to take advantage 
of new cracks and openings to challenge class dominance. Th e analysis presented 
in this book is based on this open-ended view of history, which is explained in 
theoretical terms in the fi nal section of the next chapter.    
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 9
What Do Other 
Social Scientists Th ink? 

  Although most social scientists agree that the corporate community has had more 
infl uence than any other group in American society since 1980, many doubt that 
the owners and managers of large fi nancial companies and corporations pos-
sess the scope of vision, policy cohesion, and degree of power to be considered 
a dominant class. Since the early 1990s they have tended to favor one of four 
alternative theoretical perspectives that have led to ongoing research— pluralism, 

historical institutionalism ,  organizational state theory,  or  elite theory . Each of these 
views will be explained and critiqued in turn, followed by a section suggesting that 
the theory of four overlapping power networks utilized in this book provides an 
overarching framework that does not require any of the other theories to abandon 
their main insights. 

  PLURALISM 

  Pluralism, as the word suggests, is a theory that sees power in the United States 
as divided among competing interest groups and voluntary associations, which 
become involved with each other in shifting coalitions to exert infl uence, depend-
ing on the issue at hand. Pluralism does not deny, and even emphasizes, that some 
groups may have more power on some issues than do others, but it denies that 
the corporate community has the cohesion to generate common policies and win 
regularly enough on a wide range of issues to be considered a dominant class. 
Pluralists point to the successes of nonbusiness groups, such as labor unions from 
the 1930s to the 1970s or environmentalists and consumer advocates in the 1970s, 
as evidence for their claim. 
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 Pluralism, they continue, is made possible by several factors, including the 
separation of the ownership and control of corporations, along with the lack of 
any unifying groups in the corporate community. Corporate leaders in diff erent 
sectors of the economy tend to stick to their own knitting and to have disagree-
ments among themselves on some issues, so they are too divided among them-
selves to dominate government. Even more important, citizens are said to have the 
power to shape the general direction of public policy by voting for the candidates 
and political parties that are sympathetic with their preferences. Citizens also have 
the freedom and capacity to create voluntary associations and pressure groups, 
including unions, to bring citizen infl uence to bear on elected offi  cials over and 
beyond elections, who are responsive to citizen lobbying if only to assure that they 
are not voted out of offi  ce. 

 However, the long-standing pluralist claim that any tendencies toward class 
dominance have been overcome in part because corporate owners and managers 
are too divided among themselves to dominate government is fi rst of all refuted 
by the evidence presented in Chapter 3, which shows that corporate managers are 
assimilated into the upper class of wealthy owners through a wide range of social 
occasions and economic incentives. It also ignores the ease with which family 
offi  ces, private equity funds, and many other fi nancial companies can take over 
and reshape all but the few very largest corporations in the country. Th e pluralist 
conclusion about the separation of ownership and control also ignores the fact 
that class and organizational perspectives are brought together within boards of 
directors, as explained in Chapter 2. 

 Th e pluralist assertion that corporations are only organized into narrow 
interest groups that argue among themselves misses the high degree of unity gen-
erated through common ownership, interlocking directorships, and participation 
in the policy-planning network, as demonstrated in Chapters 2 and 4. However, 
pluralists are right that the corporate rich are not completely unifi ed, as this book 
also demonstrates. Th ey do have disagreements among themselves, but they are 
not as divided as their rivals in the more fragmented liberal-labor alliance. Look-
ing at this point from a pluralist perspective with its general emphasis on lack of 
unity and agreement, perhaps the class-domination view could be rephrased to say 
that the corporate rich usually win because they are less disorganized than any of 
their potential rivals. 

 Th e pluralist claim that voting in elections has a major infl uence on legisla-
tion 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 infl uence. 
In particular, it downplays the way in which a two-party system leads candidates 
to blur policy diff erences as they try to win the centrist voters, leaving elected offi  -
cials relatively free to say one thing in the campaign and do another once in offi  ce. 
It also takes the major role of the Southern rich in the Democratic Party into the 
late twentieth century too lightly, as well as the veto power of the conservative 
coalition in Congress. 
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 Pluralists put great weight on the power of public opinion to infl uence 
elected offi  cials, but as discussed in Chapter 5, there are few voluntary associa-
tions in which it is any longer considered proper to discuss political issues, thereby 
decreasing any possibility that they can contribute to the understanding of politi-
cal issues or develop their members’ ability to discuss issues articulately as part 
of pressure groups that impact government. Furthermore, the evidence pluralists 
usually present to demonstrate the importance of public opinion is almost entirely 
correlational, which means that it can tell us nothing about causality. Pluralist 
claims based on correlations also overlook the role of the opinion-shaping net-
work outlined in Chapter 5 as well as the fact that the public’s liberal preferences 
on a wide range of economic programs never have been fulfi lled, as demonstrated 
in the large-scale study of public opinion surveys that covers the years from 1981 
to 2002 (Gilens 2012). 

 Despite these general fi ndings on the lack of infl uence of public opinion, 
an ambitious study using an aggregated indicator of public “mood” concluded 
that business loses on visible general issues in which public opinion takes a 
liberal stance (Smith 2000). In this study, the public mood indicator was com-
pared with the stances taken by the U.S. Chamber of Commerce on over 100 
“major” legislative issues between 1953 and 1992, leading to the further fi nding 
that business does win on narrow issues that are not focused upon by the gen-
eral public. However, there are serious limitations to the type of indicator used 
to construct a general measure of public opinion because public opinion has 
several dimensions that are risky to mix, among several problems (Page 2002, 
pp. 326–332). As for the Chamber of Commerce as the exemplar of the cor-
porate point of view, it speaks primarily for the ultraconservatives and often 
takes principled stances on routine issues on which it knows it is very likely to 
lose. In fact, several of its “losses” in the 1970s were on successful rollbacks of 
liberal-labor gains by the conservative coalition, but the chamber opposed them 
because they did not go far enough. 

 In an analysis of the 56 defeats suff ered by the Chamber of Commerce on 
107 pieces of legislation that passed between 1953 and 1984, it was found that 
the chamber lost as often to the growth coalitions on subsidies for downtown 
development and to agribusiness interests seeking renewal of their agricultural 
subsidies as it did to the liberal-labor alliance (Domhoff  2013). Th is fi nding shows 
that the chamber is often at odds with its usual allies because of its focus on reduc-
ing government expenditures. Nor can the issues on which the chamber lost to 
the liberal-labor forces be considered major ones, such as raising the minimum 
wage, increasing Social Security benefi ts, extending or increasing unemployment 
benefi ts, providing rent support, and aiding the homeless. Th ese issues are very 
important in the lives of average citizens, but most of the liberal-labor successes 
barely kept up with infl ation or fell well behind it, especially after the late 1970s. 
Nor did they receive much if any opposition from the corporate moderates, which 
usually supported increased Social Security benefi ts until the 1980s, including the 
indexing of Social Security in the early 1970s. 
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 Th e way in which government leaders ignore public opinion on major for-
eign policy issues, such as the wars in Vietnam and Iraq, as expressed in national 
surveys as those wars dragged on, also presents a major problem for the pluralists’ 
emphasis on the importance of public opinion. Even after both exit polls and the 
electoral outcome in 2006 showed that the American public wanted to wind down 
the war in Iraq, the Bush administration used a plan proposed by ultraconserva-
tives at the American Enterprise Institute to increase troop strength over the next 
two years. Although the army was eventually withdrawn from Vietnam in 1975 
and Iraq in 2011, this was as much due to mounting casualties and the inability to 
attain American goals as it was to public opinion. In the case of the Vietnam War, 
bad morale and racism led to the killing of some offi  cers by enlisted men and the 
need to rebuild a failed army (Moskos and Butler 1996). 

  Th e New Liberalism 

 One of the recent widely read and cited statements of pluralism suggests a  new 

liberalism  has arisen in which citizen’s lobbies, meaning various nonprofi t and vol-
untary groups, proliferate (Berry 1999). Th is neo-pluralist view puts great empha-
sis on the battles between liberals and the religious right over cultural values, 
concluding that the liberals often won from the 1970s through the 1990s. How-
ever, any liberal success on these issues is irrelevant in analyzing corporate power. 
Th is new version of pluralism grants that major foundations, especially the Ford 
Foundation, funded many of the liberal citizen groups and nonprofi t advocacy 
groups at their outset, but claims nonprofi ts became independent due to money 
raised through direct mailings and other outreach eff orts. In fact, as documented 
in Chapter 4, most of these organizations, including the advocacy groups for low-
income communities of color, were still very dependent on foundation money as 
of 2010. Even if a few of the nonprofi ts receive a majority of their funds from 
other fundraising activities, minimizing the role of foundation grants overlooks 
a key point made by organizational theorists—the importance of discretionary 
money in any organization that wants to generate new innovations and continue 
to grow in membership or impact. 

 All environmental groups are counted as part of the new pluralism, but as 
shown in Chapter 2, confl icts between the corporate community and the growth 
coalitions over clean air in major cities like Pittsburgh and Los Angeles gave envi-
ronmentalists their fi rst real opening (Gonzalez 2005). And as Chapter 4 docu-
ments, the key groups as far as the formulation of environmental policy are still 
funded by large foundations and are part of the policy-planning network. Grass-
roots environmentalists that are more liberal than the mainstream environmen-
tal groups have had great success in sensitizing public opinion on environmental 
issues. Th ey have been able to create watchdog groups whose reports receive atten-
tion in the mass media. Th ey have developed new ideas and technologies for con-
trolling some forms of pollution, which have been grudgingly accepted by the 
corporate community. Th eir activism has been crucial in stopping many specifi c 
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development projects and in saving old forests. But from 1975 through 2012 they 
were not able to pass any legislation opposed by the Business Roundtable. Th e 
environmental movement as a whole and its liberal wing in particular is more 
marginal in a power sense than its public reputation would suggest. Th is conclu-
sion includes their lack of success between 1990 and 2012 in convincing the fed-
eral government to take any steps to slow global warming that were opposed by 
fossil fuel companies and their thousands of lobbyists. 

 Th e 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 part by the eff orts 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-
ture and the head of one of Nader’s congressional watchdog groups as the chair 
of the National Highway Traffi  c Safety Administration. In addition, a respected 
academic researcher was put in charge of the Occupational 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 modifi cations to make it acceptable. Although the Chamber of Commerce 
registered its usual protestations, there was little or no business opposition to any 
of the consumer protection legislation of the 1960s. Th e important exception is 
the automobile industry’s objections to the National Traffi  c and Motor Vehicle 
Safety Act, an eff ort to force them to make safer cars (Luger 2000; Vogel 1989). 

 Th e profound weakness of the consumer movement was exposed in 1978 
when it could not win enactment for its cautious plan for an Offi  ce of Consumer 
Representation, due to the eff orts of the Business Roundtable and its allies, 
who worked with the conservative coalition to stop the legislation (Akard 1992; 
Schwartz 1979). Th e consumer movement also failed in all its eff orts to legislate 
greater corporate 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 increase shareholder rights 
and strengthen the laws on corporate crime were rejected. A fl urry of new initia-
tives at the Federal Trade Commission 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 moderates, who believed it had 
some uses (Pertschuk 1982). 

 Surveying the successes and failures of consumer activists from the vantage 
point of the 1990s, the most detailed study of this movement concluded that plu-
ralists are wrong to claim that the “new” regulation starting in the 1970s, which 
covers a wide range of companies, such as mandated by the Occupational Safety 
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and Health Act, is diff erent from earlier forms of regulation that focused on a 
single industry. More generally, its authors conclude that business is the dominant 
force in the interest-group community despite the increase in nonbusiness interest 
groups in the 1970s (Maney and Bykerk 1994). Nothing happened between the 
1990s and 2012 that alters that judgment. 

 In conclusion, pluralism provides a reasonable day-to-day portrait of politi-
cal activity in the United States, with its constant back and forth between the 
leaders and members of liberal, labor, and ultraconservative groups. But pluralism 
overlooks or downplays the enduring nature of the corporate-conservative and 
liberal-labor alliances, and it seldom adds up the record of wins and losses that 
shows the overwhelming dominance of the corporate-conservative forces on the 
issues that decide war and peace, the state of the economy, the safety of the work-
place, and the quality of the environment. However, it is true that new coalitions 
are formed when new issues arise and that numerous elections are hotly contested, 
with liberals and unions winning enough of them to sustain their hope that they 
can attain some major victories in the future.    

  HISTORICAL INSTITUTIONALISM 

  Historical institutionalist theory, which emphasizes the independent power of 
government, is a useful general starting point because historical and compara-
tive studies suggest that the government indeed has the potential for autonomy 
(Lachmann 2010; Mann 1986). Historical institutionalists also usefully stress 
that large formal institutions, including a government’s departments and agen-
cies, develop in a step-by-step way in response to the specifi c issues that confront 
them, which means that institutional arrangements are diff erent from issue to 
issue, place to place, and time to time. Th ey emphasize that each policy decision 
infl uences and places limits on what can take place at a later time. Th ey add that 
institutions develop in relation to one another and take one another’s actions and 
likely reactions into account when they contemplate any changes in their own 
strategies for stability or expansion. Th e net result is an “institutional environ-
ment” that further shapes and constrains any one institution’s options in response 
to new developments. Th e fact that institutions develop in distinct ways and are 
embedded in institutional fi elds means that societies usually change very slowly. 

 Generally speaking, this overall framework captures what a stable society 
looks like on a day-to-day or month-to-month basis when everything is func-
tioning normally. But it misses the dynamic nature of any society over a period 
of months or decades. What historical institutionalists see as established patterns 
are more often power stalemates in which those outside the top power circles are 
biding their time until new opportunities to resume the confl ict become available. 
As one organizational theory concluded, institutionalist theory “de-emphasizes 
power and confl ict” and instead “emphasizes routines, imitation, unrefl ective 
responses, custom and normative practices, and convergence of organizational 
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forms” (Perrow 2002, p. 19). It is a static theory because it is not alive to the ten-
sions that can develop among the economic, governmental, military, and ideo-
logical networks, and because it usually gives only minor attention to classes and 
class confl ict. 

 Moreover, the theory does not fi t well with many empirical fi ndings about 
key issues in the United States. To begin with, as this book shows, there is little 
evidence that the potential for government independence manifests itself in the 
United States. Government autonomy is only possible when a government is uni-
fi ed and relatively impermeable to the employees and representatives of private 
organizations, but the American government is neither. For historical reasons 
explained in Chapter 8, it is a fragmented government, completely open to out-
side agents and therefore vulnerable to domination through the electoral process 
explained in Chapter 6 and through the appointments from the corporate com-
munity and policy-planning network documented in Chapter 7. Th e movement 
by members of the power elite between the private sector and government blurs 
the line between the corporate community and the state, which does not fi t with 
the idea of government independence. Furthermore, one of the three branches 
of the federal government, the Supreme Court, consisting in large part of corpo-
rate lawyers with lifetime appointments, often thwarts the eff orts of the other two 
branches, as it did in the case of the executive branch during the early New Deal 
and in the case of Congress in the early 1960s, when it declared thinly populated 
rural congressional districts to be unconstitutional. 

 Th is type of empirical critique has been recognized to some degree by his-
torical institutionalists, who have modifi ed their original strong claim about the 
“autonomy” of the American government to a focus on what they call a “polity-
centered approach,” which concedes that social movements, coalitions of pressure 
groups, and political parties must be included in the equation (Skocpol 1992, p. x). 
Th ey note that the lack of strong government bureaucracies and an established 
church in the United States leave ample space for voluntary associations and 
necessitate the creation of “broad, transpartisan coalitions of groups—and ulti-
mately legislators” that have to be “assembled for each particular issue” (Skocpol 
1992, pp. 368, 529). Th is polity-centered approach puts more emphasis on politi-
cal institutions and the structured nature of the political process than pluralists 
do, but its concern with voluntary associations, shifting coalitions, and political 
parties gives the theory much in common with pluralism, especially when it is 
added that historical institutionalists see business as weak and disorganized in the 
United States. 

 Historical institutionalists stress that the institutional structure of a 
government—for example, whether it is parliamentary or presidential, centralized 
or decentralized—has an important role in shaping party systems and political 
strategies (Skocpol 1980; Skocpol 1992). Th is is a useful point that fi ts equally 
well with a class-dominance theory in the case of the United States. As shown 
in Chapter 6, the existence of an independent executive branch and the elec-
tion of Congress on a state-by-state and district-by-district basis accounts for the 
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strength of the two-party system. Moreover, the historic lack of large planning 
staff s in most executive departments made it possible for the private, nonprofi t 
policy-planning network to fl ourish. Th en, too, the division of American govern-
ment into national, state, and local levels helps to explain why growth coalitions 
can be so powerful in most cities. 

 In stressing the importance of how a government is structured, however, 
historical institutionalists tend to overlook the ways in which those structures 
are often changed by the corporate rich and the growth coalitions in the United 
States. As documented in Chapter 6, one of the best example of this point is the 
way in which the electoral rules were changed by growth coalitions in many cities 
to off -year nonpartisan elections on a citywide basis in order to dilute the infl u-
ence of low-income voters. Historical institutionalists also ignore cases that con-
tradict their claim that new agencies are soon accepted as part of the government’s 
routine functioning, but in fact several New Deal agencies set up by the White 
House or accepted begrudgingly by the conservative coalition because of the severe 
nature of the Depression were abolished by conservatives during World War II, 
particularly those having to do with planning or with helping low-income farmers 
and farm labor. Most of all, the corporate rich continued to oppose the National 
Labor Relations Board and ultimately reduced its eff ectiveness. Th e changes in 
electoral rules, along with the dismantling or hamstringing of agencies opposed by 
ultraconservatives, when joined with the fact that the corporate-sponsored policy-
planning network created several of the new government agencies celebrated by 
historical institutionalists as examples of state autonomy, add up to a very large 
empirical challenge to historical institutional theory. 

 Historical institutionalists argue that independent experts, those with few 
or no connections to corporations or labor unions, can be powerful because they 
have information that is valuable to state offi  cials. Th ey are right that experts pro-
vide many of the new policy ideas, but they do not see that the most important 
experts are selected and sponsored by one or more of the organizations within the 
policy network and that their ideas are discussed and criticized by corporate lead-
ers before appearing in reports and proposals, as explained in Chapter 4. 

 Due to their mistaken belief that business lost power during the New Deal 
and that independent experts helped build state capacity for programs such as the 
Agricultural Adjustment Administration in 1933 and the Social Security Admin-
istration in 1935, historical institutionalists are factually wrong in their analyses 
of the origins of those two important additions to government (Finegold and 
Skocpol 1995). Contrary to their account, experts from the policy-planning net-
work, with the backing of the main corporate moderates of that era, created the 
programs that were the key parts of the Agricultural Adjustment Administration, 
then gained the support of the Chamber of Commerce, the Farm Bureau, and 
plantation owners (Domhoff  and Webber 2011, Chapter 2). Similarly, as briefl y 
noted in the discussion of the Business Council in Chapter 4 and as fully demon-
strated with new archival fi ndings in the document on “How Corporate Moder-
ates Created the Social Security Act” on  whorulesamerica.net , it was members of 
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the policy-planning network that created (and implemented) the Social Security 
Act. Liberals, social workers, independent experts, and government employees 
played a secondary role, a fact that historical institutionalists ignore (Hacker and 
Pierson 2002; Hacker and Pierson 2004; Orloff  1993). 

 Historical institutionalists also have an inadequate analysis of the ultra-
conservative turn in government policy during the Nixon administration, which 
they incorrectly locate in the second half of the 1970s (Hacker and Pierson 2010, 
pp. 58–58, 127–130). Th eir analysis is based on the “great ‘bulge’ of government 
activism that runs from, roughly, 1964 to 1977,” by which they mean the large 
growth in government domestic spending during that 13-year period (Hacker 
and Pierson 2010, p. 96). As part of their argument, they use the expansion of 
social spending programs during the Nixon administration as evidence that the 
corporate community was “getting its clock cleaned,” which would be a remark-
able thing for a Republican administration to do to its closest allies and big-
gest fundraisers (Hacker and Pierson 2010, p. 116). Th ey reject the emphasis in 
prior explanations of the right turn on the backlash by white voters and downplay 
the importance of the turmoil and division both within the unions and in their 
alliance with liberals. Th ey call that widely accepted account a “colorful, easy to 
tell, and superfi cially appealing” analysis that “misses the real story” (Hacker and 
Pierson 2010, pp. 95, 96). 

 In their alternative view, the right turn began with a new corporate mobi-
lization, epitomized by the founding of the Business Roundtable in 1972, which 
they describe as the equivalent of a “domestic version of Shock and Awe” in terms 
of its impact (Hacker and Pierson 2010, p. 118). Weary of being defeated and 
pushed around, the corporate leaders created a more united, active, and sophisti-
cated lobbying eff ort with which they could “fl ood Washington with letters and 
phone calls” (Hacker and Pierson 2010, p. 121). Th e result was a level of pressure 
on Congress that had not been applied before. Th e corporate community also 
increased its infl uence in politics through large campaign donations to PACs, the 
new avenue for them to fund political candidates made possible by changes in 
campaign fi nance laws in the mid-1970s. 

 In making their analysis, historical institutionalists overlook or ignore evi-
dence, such as that presented in Chapters 2 and 4 of this book, that the corpo-
rate community was already well organized before the Business Roundtable was 
created in 1972 by members of the Business Council and the Committee for 
Economic Development. Th ey do not realize that its origins were in the renewed 
confl ict with organized labor that began in the 1960s, not in a concern with regu-
latory agencies or enlarged budgets (Gross 1995, pp. 234–239). Nor do they rec-
ognize that corporate moderates were supportive of increased domestic spending 
in the face of the civil rights movement, rising tensions in the inner cities, and the 
turmoil generated by the antiwar movement, as seen most clearly in the policy 
statements and lobbying coalitions put together by the Committee for Economic 
Development. Th ese eff orts by corporate moderates, carried out at the same time 
that they were working very hard to limit union power, demonstrate that increased 
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government budgets cannot be assumed to be evidence for the power of liberals or 
the government, as many historical institutionalists do, without understanding the 
constellation of forces that were for and against those budgets. Furthermore, the 
defeat of legislation opposed by the Business Roundtable and its corporate allies 
in the 1970s was not primarily due to their increased lobbying eff orts, but to the 
continuing existence of the conservative coalition (see Domhoff  2013 for detailed 
evidence on the points in this paragraph). 

 Contrary to the historical institutionalists’ conclusions about the right turn 
beginning in the second half of the 1970s, the liberal-labor alliance had been 
losing major legislative battles since 1939, with the important partial exception 
of Medicare in 1965. Th en their alliance began to splinter over racial integration 
and how to deal with disruption in large Northern cities between 1961 and 1968, 
as explained in Chapter 8. Even in the case of the largest liberal industrial union 
of that era, the United Automobile Workers, its hopes for an enlarged welfare 
state on the basis of a black-white workers’ coalition in both the North and the 
South, with the segregationist Southern Democrats fi nally displaced, were “little 
more than ashes” by 1968 (Boyle 1998, p. 230). It lost the confi dence of many of 
its white members, and perhaps even a majority of them in some key elections in 
which the UAW leadership put its support behind Democratic candidates. It also 
lost the support of its major allies, including African Americans, antiwar liberals, 
and the New Left, which saw it and other unions as “a prop for the status quo” 
(Boyle 1998, p. 231). 

 From 1968 on, facing an enlarged conservative coalition and a revived ultra-
conservative grassroots movement, organized labor went downhill as a legislative 
and lobbying force, even though many large unions in construction and heavy 
industry continued to win wage gains during the 1970s. Contrary to the idea 
that the Nixon administration was “liberal” because it spent money on welfare 
programs and improved Social Security benefi ts, it supported an all-out attack 
on organized labor and had the complete backing of the corporate moderates in 
all of its policy initiatives (Domhoff  2013, Chapter 9). More generally, President 
Nixon’s narrow election victory in 1968, made possible in part by the defection of 
white union members to the Republicans and a new segregationist third party, was 
a major turning point in post–World War II American history.   

  THE ORGANIZATIONAL STATE PERSPECTIVE 

  Th e organizational state perspective begins with an emphasis on organized private 
groups that have a major impact on government by hiring professional lobby-
ists who are experts on the specifi c issues of concern to them. It is “pluralistic” in 
its emphasis on separate policy areas (called “domains”) and in stressing that an 
organization that is powerful in one domain is usually inactive or weak in other 
domains. On the other hand, its emphasis on organizations, such as businesses, 
unions, farm organizations, and organized medicine, as the key forces in their 
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areas of interest makes it more of a “plural elites” model. At the same time, it 
rejects a class-domination theory because (1) no one set of closely knit organi-
zations seems to control all of the specifi c policy domains and (2) some of the 
most important policy issues, such as the functioning of the national economy and 
decisionmaking on national defense, are outside the purview of any of the specifi c 
policy domains (Laumann and Knoke 1987). 

 Th e most complete empirical demonstration of the theory provides a 
detailed look at four policy domains (agriculture, energy, health, and labor). It 
is based on a large number of interviews and questionnaire responses from the 
individuals and groups that a large research team found to be infl uential in one of 
these policy domains. Network analysis methods were then used to examine the 
connections within and among the four policy domains, including any adversarial 
relationships. Th ere were two main results. 

 First, the business organizations within most of the domains, which were 
represented by government aff airs offi  cers from large corporations and high-level 
representatives of trade associations, were in one camp, but the representatives and 
employees of liberal and labor organizations were in another. Further, there were 
no mediating fi gures or central cliques between the rival camps. Th e organiza-
tional state theorists interpret their fi nding as a strike against a class-domination 
theory, but they overlook the fact that a class-domination theory anticipates the 
division of each domain into pro-business and liberal-labor subgroups due to the 
importance of class confl ict. Put another way, a class-domination theory does not 
claim that liberals and union leaders are part of the power elite. Nor does it assume 
that second-level corporate executives and trade association representatives hired 
by corporate groups, many of whom are former elected offi  cials or government 
employees, are central fi gures in the power elite. 

 Second, the organizational state theorists discovered that there were few 
or no people in their overarching network (constructed from their information 
on the four policy domains) that had any connections outside their own policy 
domain. Th ey interpret this to mean that there is an empty space, a “hollow core,” 
in the space in which a power elite should be found. Instead, there is just a set of 
separate policy networks, which form a ring around an empty center. However, the 
problem with this fi nding as a refutation of class-dominance theory is that their 
work focuses exclusively on lobbyists that are part of the special-interest process. 
When their fi ndings are viewed as part of the special-interest process, in which 
diff erent corporations and business sectors were already known to look out for 
themselves, their results are the most rigorous research support there is for one 
aspect of the theory presented in this book. 

 As for the higher-level integration between the corporate community 
and government that these theorists think is missing, it is located in the policy-
planning network and the activities that go on within it, as demonstrated by the 
networks’ impact on government through many diff erent avenues, as documented 
in Chapters 4 and 7. Th is network is the province of corporate CEOs, specialists 
with graduate training and doctoral degrees from elite universities, and corporate 
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lawyers that practice in New York and Washington. Th us, major policies are not 
at all within the purview of second-level corporation executives, trade-association 
lawyers, former government staff ers, or former elected offi  cials, all of whom take 
orders from the CEOs of major banks and corporations. Th e policy-planning net-
work and the power elite are a very diff erent realm from that of the hired lobbyists 
that keep their eyes on congressional committees and government agencies. 

 Th e closest the organizational state theorists come to the policy-planning 
process is through several mentions of the Business Roundtable, even noting that 
its president was involved in two policy domains and was always on the opposite 
side from organized labor in the social spaces created by their network analysis 
technique (Heinz, Laumann, Nelson, and Salisbury 1993, pp. 269, 274, 280). 
However, they overlook the fact that the Business Roundtable’s stated goal is to 
focus on larger and more general issues of concern to the corporate community 
and that it did exactly that with great success between 1972 and 2012. It did so 
through its direct involvement in organizing lobbying coalitions, such as the Clean 
Air Working Group, and taking the lead on the two key trade policies passed 
by Congress over the objections of the liberal-labor alliance and the majority of 
the public, NAFTA in 1994 and permanent normal trade relations with China 
in 2000 (Dreiling 2001; Dreiling and Darves 2011; Gonzalez 2001, Chapter 6). 
More generally, organizational state theorists do not trace the connections among 
the CEOs on the Business Roundtable, which would have led them to the network 
of foundations, think tanks, and policy-discussion groups examined in Chapter 4 
and then to the congressional testimony, federal advisory committees, presidential 
commissions, and cabinet appointments through which members of the policy-
planning network impact government, as shown in Chapter 7. 

 Organizational state theorists have provided the most sophisticated network-
based analyses of the groups involved in the special-interest process, showing their 
patterns of alliance and opposition in great detail. If they were to examine the 
equally sophisticated network-based work on NAFTA and permanent normal 
trade relations for China by sociologist Michael Dreiling (2001; 2011), they might 
fi nd themselves ready to incorporate the groups and networks that shape gov-
ernment on large-scale issues into their theoretical framework. Dreiling’s work 
shows that organizational variables matter, as organizational state theorists would 
predict, but he also shows that centrality in the corporate and policy-planning 
networks matter even more.   

  ELITE THEORY 

  Elite theorists begin with the idea that all modern societies are dominated by 
the leaders of large bureaucratically structured organizations, whether corpo-
rate, nonprofi t, or governmental. Th e people who hold these top positions (called 
 elites ) have the money, time, contacts with other organizations, and authority 
over lower-level employees to shape political and many other outcomes outside 
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their organizations. Although corporations are one important power base accord-
ing to elite theorists, they do not see the corporate community as predominant 
over other organizational leaders in the United States, as class-dominance theo-
rists do (Burton and Higley 1987; Dye 2002; Higley and Burton 2006). 

 Elite theorists, like the other theorists discussed in this chapter, empha-
size the organizational basis of power, thereby contributing important insights to 
the understanding of modern-day power structures. Organizations are indeed the 
basis of power because their leaders command great resources, have more informa-
tion than those below them in the hierarchy, and can reward followers and pun-
ish critics. Th ey can shape lower-level jobs so that the fl exibility and information 
available to employees is limited. Th ey can make alliances with the leaders of other 
organizations to strengthen their own positions. At the same time, elite theorists 
point out that confl icts between organizational elites often arise and have to be 
carefully managed if the continuing dominance of the general citizenry is to be 
maintained. Th ey emphasize that in a country such as the United States, domi-
nance by the corporate community is open to challenge by other elite interests 
and that average citizens sometimes have the ability to set limits on the actions of 
elites, especially when the elites are in confl ict among themselves. 

 However, elite theory does not fully appreciate the degree to which 
corporate-based owners and managers dominate other organizational elites in the 
United States. As shown in Chapters 4 and 5, virtually all nonprofi t organizations 
in the country, with the exception of labor unions and many churches, are funded 
and directed by the corporate rich. As demonstrated in Chapter 6, most elected 
offi  cials at the national level are dependent upon the corporate rich for their ini-
tial fi nancial support, unless they are part of the liberal-labor alliance. As shown 
in Chapter 7, members of the corporate community have been overrepresented 
in the executive branch of the federal government and have control over military 
elites through civilian control of the Department of Defense. More generally, elite 
theory puts little or no emphasis on classes and class confl ict. It generally char-
acterizes the general population as “masses,” not as a congeries of occupational 
groupings wearing blue, gray, or white collars. Nor do they stress that “the masses” 
are often parts of religious subcultures as well. Put another way, the many diff er-
ent types of employees that exist in the United States do not lack for independent 
power bases that make them more than a “mass.” What they lack is the unity 
among themselves to turn their organizational bases into a more coordinated basis 
for generating power. 

 Th e lack of attention to classes and class confl ict also leads elite theorists 
to underestimate the diff erences between corporate-dominated organizations and 
unions. Th e leaders of unions did work with the leaders of corporate-oriented 
organizations on some issues from the 1940s to the 1960s, once their unions 
were established, as some elite theorists emphasize, but many of their objectives 
remained class-based in doing so (Higley and Moore 1981). Moreover, at the 
same time as the union leaders were working with the corporate leaders on some 
issues, their institutional, base was under siege from the corporate community, 
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making them a secondary elite at best until the 1980s, when they lost their orga-
nizational base and their standing as an elite to be reckoned with. 

 Th e most detailed and sustained attempt to apply elite theory to the United 
States, by political scientist Th omas Dye (1976; 2002), exemplifi es the shortcom-
ings of elite theory and makes many questionable empirical claims not shared 
by other elite theorists. Unlike most modern-day elite theorists, Dye (2002, p. 1) 
begins with the assertion that in all societies, both “primitive and advanced,” only 
a few people “exercise great power.” Th is is a highly doubtful claim in the case of 
both hunting and gathering and tribal societies, which more likely have “inverted 
power structures” through which members of the group in general are able to 
exercise control through a variety of means. Th ese methods include the banish-
ment or assassination, if necessary, of any shamans, leaders of the hunt, warriors, 
or dispute adjudicators who try to dominate based on the limited roles they have 
been accorded by other members of the society (Boehm 1999). 

 Dye claims that many institutional elites work their way to the top, thereby 
ignoring research showing that most leaders come from the top one-third of the 
society at best. As part of his stress on great mobility in all institutional realms, he 
asserts that a majority of those on the  Forbes  400 list of the richest Americans are 
“self-made, single-generation tycoons,” which is contradicted by systematic stud-
ies of the people on the list in the mid-1990s and 2011 (Collins 1997; Dye 2002, 
p. 51; Moriarty et al. 2012). And even when those on the  Forbes  400 list are not 
inheritors of great wealth, the majority come from higher levels of society or had 
wealthy relatives or friends who often give them their start. 

 Although Dye readily adopted the concept of a policy-planning network 
fi rst developed by class-dominance theorists in the early 1970s, and then provided 
further evidence for the involvement of corporate leaders in all parts of it, he 
concludes that it simply brings together business, government, foundation, and 
media elites “to reach a consensus about policy directions” (Domhoff  1971; Dye 
1976, Chapter 9; Dye 2002, p. 202). Th ere is no acknowledgment that the process 
serves the interests of the corporate rich, who are just another institutional elite in 
his theory. In the process, he greatly overstates the role of the media elites in “set-
ting the agenda,” and adds the questionable assertion that prime-time television, 
including entertainment shows, is a way of “socializing the masses” (Dye 2002, 
p. 110). 

 Dye (2002, p. 184) claims that the ultraconservative eff orts to limit the scope 
of the Environmental Protection Agency, the Food and Drug Administration, and 
the Occupational Safety and Health Administration (OSHA) after 1980 “largely 
failed” because of resistance by the national legal community, which does not fi t 
with most assessments of the success of these agencies. For example, one account 
concluded that OSHA was a “political prisoner” by 1984 (Szasz 1984). One of 
President George W. Bush’s fi rst decisions when he took offi  ce in 2001 was to 
rescind a new OSHA rule, over 10 years in the making, with origins in his father’s 
administration, that would have reduced repetitive stress injuries for those who 
work long hours at keyboards (Goldstein and Cohen 2004). More generally, his 
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administration allowed OSHA to do very little during his eight years in offi  ce 
(Smith 2008). 

 Th e idea of class and class confl ict are completely absent from Dye’s account. 
Class is a matter of “ranking along a superiority-inferiority scale,” which collapses 
the distinction between “class” and “status.” Th at said, Dye misunderstands the 
use of overrepresentation as an indicator of power when he says that only about 
30 percent of the institutional elites he studied had upper-class backgrounds. He 
concludes this is not enough for class domination, overlooking the point that 
30 percent is 30 times what would be expected if everyone had an equal likelihood 
of being part of the institutional elite (Dye 2002, pp. 150–151). A power indicator 
is not an analysis of how the corporate rich dominate corporations, which involves 
family offi  ces, holding companies, the use of Delaware as a home base to ensure 
control through minority stockholdings, and other means explored in Chapters 2 
and 3. 

 Th e liberal-labor alliance is never discussed as a political force. Liberalism 
is portrayed as one current within a general elite consensus, as best embodied in 
the Ford Foundation and other corporate moderate foundations. Union leaders as 
institutional elites are never mentioned, despite evidence of their participation in 
some policy-discussion groups and presidential advisory groups, although unions 
are mentioned as important donors to the Democratic Party. Nor is the corporate-
conservative alliance or the conservative coalition in Congress part of his analy-
sis. Due to the absence of the concept of “class confl ict” in his theory, whatever 
dynamism and confl ict the country contains is due to the competition among 
rival institutional elites and personal competition for higher positions within the 
various institutional sectors. 

 As this book shows, it is the combination of insights from class theory and 
organizational theory that explains the strength of the corporate rich in America, 
not simply the fact that most organizations are controlled by their leaders. Th e 
private-enterprise system creates an ownership class that has great economic 
resources and the potential for political power, but at the same time generates 
competition among businesses and the rise of new corporations. It also generates 
ongoing class confl ict over wages, profi ts, work rules, taxes, and government regu-
lation. But the wide range of nonprofi t organizations sponsored by the corporate 
rich gives them the institutional bases from which they can deploy their class 
resources for ultimately political ends, making it possible for them to compro-
mise on many of their own diff erences within the policy-planning network and 
to contain class confl ict through their domination of government. It is therefore 
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. 

 To conclude this discussion of the alternative theories, it should be empha-
sized that none of them is able to account for the strong fi ndings in this book 
on all three of the power indicators. Th ey cannot explain why the wealth and 
income distributions would be so highly skewed if the corporate rich are not 
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disproportionately powerful. Instead, both pluralists and historical institutional-
ists have rejected such “outcomes” as valid indicators of power, claiming that the 
results of policy battles leading to changes in benefi t distributions might be unin-
tended consequences (Dahl 1982, p. 17; Hacker and Pierson 2002, pp. 283–285; 
Polsby 1980, p. 132). Nor can they explain why men and women from the power 
elite would be overrepresented in key government positions and decision-making 
groups, which is another power indicator that pluralists and historical institu-
tionalists tend to dismiss, simply by asserting that such people could be acting in 
terms of their government roles while in offi  ce. Finally, they cannot explain why 
the corporate rich have defeated their main opponents—the unions, the environ-
mentalists, and consumer-protection groups—in most of the legislative contests 
in which they engaged between 1939 and 2012. 

  FINDING COMMON GROUND 

 Th e general theoretical framework that informs this book has agreements with 
each of the four other theories on some basic concepts, even though it disagrees 
with many of their specifi c claims about the United States. Its emphasis on four 
major independent bases of power—the economic network, the political network, 
the military network, and the ideological network—generates a dynamic and 
open-ended view of the future because these networks interact and come into 
confl ict in constantly changing ways due to newly created organizational forms, 
newly invented technologies, new methods of communication, military innova-
tions, and new spiritual movements. Th us, there is an emergent and constantly 
changing quality to social organization that makes the present and future very 
diff erent from the past, thereby rendering history an unreliable guide for present-
day actions. 

 In the ancient past, for example, class domination and class confl ict were not 
at the center of the power equation. State rulers, not property owners, dominated the 
empires at the dawn of civilization, and the military had greater power than owners 
in the Roman Empire. Th e Catholic Church was the most powerful force in Europe 
for the 1,000 years after the fall of the Roman Empire, when commercial enterprises 
were small, the numerous governments were weak, and its inhabitants knew the area 
as “Christendom” (Mann 1986). Coincidentally, the weakness of the many small 
states allowed the system of private property to take deeper root without the danger 
of state appropriation and for an independent merchant class to develop. Th e result 
was a growing independence for the economic network in general. 

 As commercial enterprises and markets grew, there was more need for state 
regulation, and as merchants increased the scope of their trade into far-fl ung 
regions, they needed greater protection against bandits and the petty rulers of 
small territories. Merchants thus quietly encouraged the growth of governments, 
lending them the money necessary to raise large armies. From the sixteenth cen-
tury onward, the fi rst genuinely powerful states in history began to play a major 
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role, developing the capacity to be more independent (Lachmann 2010). Gov-
ernments and privately owned companies grew powerful together because they 
needed and aided each other, and in the process they subordinated the Catholic 
Church and military leaders. Much of Western history from that time forward 
centered on the struggle for ascendancy between the owners of commercial enter-
prises and top government leaders. 

 Th e continuing changes in the relationships among the four power networks 
overviewed in the previous two paragraphs put constant strains on seemingly set-
tled power arrangements, thereby creating fi ssures within national power struc-
tures, which is why Iranian revolutions based in a religious movement arise (1979), 
Soviet Unions with faltering economic systems collapse (1991), Arab Springs in 
countries with tyrannical governments seemingly appear out of nowhere (2010), 
and New Deals and civil rights movements occur in the aftermath of Great 
Depressions and major world wars. Th ey render past methods of challenging 
power structures obsolete, turning advocates of the old ways into anachronistic 
futilitarians, while at the same time creating openings for upcoming generations 
of activists that are alive to the new possibilities because they are rooted in the here 
and now, not past social movements. 

 When applied to the United States, the four-network theory explains how 
and why the economic network has always had ascendancy over the other three. 
It explains why the federal government was not very large until the 1940s and 
never very independent of those that dominated and benefi ted the most from the 
economic system. It explains what most Americans take for granted and that most 
social scientists agree upon, that the military has never had a large or independent 
role in important government decisions and that the churches and other places of 
worship have been too divided and fractious to be the kind of power base that the 
Catholic Church once provided in all of Europe and then in several major nation-
states, such as Italy and Spain. 

 If the dominance of the economic network is given its full due, and if the 
desire of the corporate rich to limit programs that might help government develop 
more independence and capacity is fully appreciated, then the country’s weak 
union movement and the late arrival of its government social insurance programs, 
a major concern of research by historical institutionalists, are understandable as 
outcomes of corporate dominance. Th is point about corporate dominance includes 
the conservative coalition’s control of Congress on issues having to do with taxes, 
labor unions, and business regulation. 

 Similarly, the prominence of the economic network, in conjunction with the 
somewhat confl icting needs of Northern business interests and Southern planters 
from the country’s founding until the late twentieth century, helps account for 
the institutional impediments to majority rule that are stressed by pluralists and 
historical institutionalists as independent causal factors. Th ey include the nature 
of the Constitution, the decentralized structure of the government, the weak-
ness of the federal bureaucracy, and the strongholds of committee power within 
Congress. Th e American federal government lacks “capacity,” except as a military 
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establishment that also provides pensions and health insurance for many of its 
civilian citizens, because the corporate community wants to limit the indepen-
dence of elected offi  cials and government employees. 

 Th e theory underlying this book encompasses the key insights of the other 
theories without incorporating their weaknesses, and the evidence presented for 
a high level of class dominance in the United States calls into question many of 
their empirical claims.     
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