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Class and Power in America 

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

WHAT IS A SOCIAL CLASS? 

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

American dislike for the idea of class is deeply rooted in the 
country's colonial and revolutionary history. Colonial America 
seemed very different from other countries to its new inhabitants be
cause it was a rapidly expanding frontier country with no feudal 
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aristocracy or rigid class structure. The sense of difference was 
heightened by the need for solidarity among all classes in the war for 
freedom from the British. Revolutionary leaders from the higher 
classes had to concede greater freedom and equality for common 
people to gain their support. One historian states the power equa
tion succinctly: "Leaders who did not fight for equality accepted it in 
order to win." 1 

Although large differences in wealth, income, and lifestyle al
ready existed in revolutionary America, particularly in port cities and 
the South, these well-understood inequalities were usually explained 
away or downplayed by members of the "middling" class of artisans 
and yeoman farmers as well as by the merchants, plantation owners, 
and lawyers who were at the top of the 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 small compared with 
Europe. They recognized that there were rich and poor, but they pre
ferred to think of their country "as one of equality, and proudly 
pointed to such features as the large middle class, the absence of beg
gars, the comfortable circumstances of most people, and the limitless 
opportunities for those who worked hard and saved their money."2 

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

Even members of the upper class preferred this more democratic 
class system to what had existed for many centuries in Europe. To em
phasize this point, a study of the democratic revolutions in North 
America and Europe begins with a letter written from Europe in 1788 
by a young adult member of a prominent American upper-class family. 
After the young man registered his disgust with the hereditary titles 
and pomp of the European class system, and with the obsequiousness 
of the lower classes, he stated his conviction that "a certain degree of 
equality is essential to human bliss." As if to make sure the limits 
of his argument were clear, he underlined the words a certain degree of 
equality. He then went on to argue that the greatness of the United 
States was that it had provided this degree of equality "without de
stroying the necessary subordination."3 
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Two hundred years later, in response to sociologists who wanted 
to know what social class meant to Americans, a representative sam
ple of the citizenry in Boston and Kansas City expressed ideas similar 
to those of the early Americans. Although most people are keenly 
aware of differences in social standing and judge status levels primar
ily in terms of income, occupations, and education (but especially in
come), they emphasize the openness of the system. They also argue 
that a person's social standing is in good part determined by such in
dividual qualities as initiative and the motivation to work hard. More
over, many of them feel the importance of class is declining. This 
belief is partly due to their conviction that people of all ethnic and re
ligious backgrounds are being treated with greater respect and de
cency whatever their occupational and educational levels, but even 
more to what they see as material evidence for social advancement in 
the occupations and salaries of their families and friends. 4 In short, a 
tradition of public social respect for everyone and the existence of so
cial mobility are also factors in making class less important in the 
everyday thinking of most Americans. People are very aware of basic 
economic and educational differences, and they can size up social 
standing fairly well from such outward signs as speech patterns, man
nerisms, and style of dress, but the existence of social classes is 
nonetheless passed over as quickly as possible. 

People of the highest social status share the general distaste for 
talking about social class in an open and direct way. Nevertheless, 
they are very conscious of the fact that they and their friends are set 
apart from other Americans. In the study of Boston and Kansas City 
residents, an upper-class Bostonian said, "Of course social class exists 
-it influences your thinking." Then she added, "Maybe you shouldn't 
use the word 'class' for it, though-it's really a niche that each of us 
fits into."s In a classic study of social classes in New Haven, a person 
in the top category in terms of neighborhood residence and educa
tional background seemed startled when asked about her class level. 
After regaining her composure, she replied, "One does not speak of 
classes; they are felt."6 As part of a study of thirty-eight upper-class 
women in a large Midwestern city, a sociologist bluntly asked her in
formants at the end of the interview if they were members of the 
upper class. The answers she received had the same flavor of hesita
tion and denial: 

I hate (the term) upper class. It's so non-upper class to use it. I just 
call it "all of us," those of us who are well-born. 
I hate to use the word "class." We're responsible, fortunate people, 
old families, the people who have something. 
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We're not supposed to have layers. I'm embarrassed to admit to you 
that we do, and that I feel superior at my social level. I like being 
part of the upper crust. 7 

SOCIAL CLASS ACCORDING TO SOCIAL SCIENTISTS 

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

The distinction between economic classes and social classes is 
important because class as an economic relationship is always operat
ing as part of the social structure, but the people in any given 
economic position mayor may not develop their own social organiza
tions, live in the same neighborhoods, and interact socially. The de
gree to which a given economic class is also a social class therefore 
can vary widely from place to place and time to time, which matters 
because members of an economic class may be limited in the degree 
to which they can exercise political power if they do not think of them
selves as being members of a social class with common interests.8 

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

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

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

A membership network analysis is in principle very simple, but it 
is theoretically important because it contains within it the two types 
of human relationships of concern in sociological theorizing: inter
personal relations and memberships in organizations. Thus, these 
networks contain "a duality of persons and groups."9 For analytical 
purposes, the interpersonal and organizational networks are often 
treated separately, and some social scientists talk of different "levels 
of analysis," but in the reality of everyday life the two levels are al
ways intertwined. Hence the phrase, "a duality of persons and 
groups." 

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

These and other methodological issues are explained in more detail, with the help of 
diagrams and tables, in Appendix A. 
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The largest group of people whose members have intimate access to 
one another. A class is composed of families and social cliques. The 
interrelationships between these families and cliques, in such infor
mal activities as visiting, dances, receptions, teas, and larger infor
mal affairs, constitute the structure of the social class. A person is a 
member of the social class with which most of his or her participa
tions, of this intimate kind, occur. 10 

A political scientist who did a study of class and power in the city 
of New Haven wrote that similar "social standing" is defined by "the 
extent to which members of that cirCle would be willing-disregarding 
personal and idiosyncratic factors-to accord the conventional privi
leges of social intercourse and acceptance among equals; marks of so
cial acceptability include willingness to dine together, to mingle freely 
in intimate social events, to accept membership in the same clubs, to 
use forms of courtesy considered appropriate among social equals, to 
intennarry, and so on." 11 A similar definition is provided by a Marxist 
economist, who concludes that a "social class, then, is made up of 
freely intermarrying families." 12 

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

IS THERE AN AMERICAN UPPER CLASS? 

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

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

Using information on private school attendance and club mem
bership that appeared in 3,000 randomly selected Whos Who in Amer
ica biographies, along with listings in the Social Register, another 
study provides a statistical analysis of the patterns of memberships 
and affiliations among dozens of prep schools and clubs. The findings 
from this study are very similar to those from the historical case study. 
Still another study relied on journalists who cover high society as in
formants, asking them to identify the schools, clubs, and social direc
tories that defined the highest level of society in their city. The replies 
from these well-placed observers reveal strong agreemeht with the 
findings from the historical and statistical studies. 14 

A fourth and final method of establishing the existence of upper
class institutions is based on intensive interviews with a cross section 
of citizens. The most detailed study of this type was conducted in 
Kansas City. The study concerned people's perceptions of the social 
ladder as a whole, from top to bottom, but it is the to}llevel 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 
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and the upper class itself whose reports demonstrate that clubs and 
similar social institutions as well as neighborhoods give the class an 
institutional existence. IS 

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

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

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

The factors leading to false positives and false negatives raise in
teresting sociological questions deserving of further study. Why are 
scholarship students sought by some private schools, and are such 
students likely to become part of the upper class? Why aren't private 
schools and clubs listed in biographical sources by some members of 
the upper class? Why are some middle-class people taken into upper
class clubs? Merely to ask these questions is to suggest the complex so
cial and psychological reality that lies beneath this seemingly dry 
catalog of upper-class indicators. More generally, the information a 
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person chooses to include or exclude in a social register or biographi
cal directory is an autobiographical "presentation of self" that has 
been shown to be highly revealing concerning religious, ethnic, and 
class identifications. 17 

IS THE UPPER CLASS AN ECONOMIC CLASS? 

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

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

have the highest incomes, mostly from dividends and interest. 
Numerous studies show that the wealth distribution has been ex

tremely concentrated throughout American history, with the top 1 per
cent owning 40-50 percent in large port cities in the nineteenth 
century. IS It was very stable over the course of the twentieth century, 
although there were small declines in the aftermath of the New Deal 
and World II, and then a further decline in the 1970s, in good part due 
to a fall in stock prices. By the late 1980s, however, the wealth distri
bution was almost as concentrated as it had been in 1929, when the 
top 1 percent had 36.3 percent of all wealth. In 2001, the last year for 
which figures are available, the top 1 percent owned 33.4 percent of all 
marketable wealth. The next 4 percent had 26 percent, the next 5 per
cent had 12 percent, and the next 10 percent had 13 percent, which 
means that 20 percent of the people own 84 percent of the privately 
owned wealth in the United States. 19 

In terms of types of wealth, the top 1 percent of households had 
39.7 percent offznancial wealth (all marketable wealth minus the value 
of owner-occupied housing), including 44.1 percent of all privately 
held stock, 58.0 percent of financial securities, and 57.3 percent of 
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business equity. The top 10 percent had 90 percent of stock, bonds, 
trusts, and business equity, and about 75 percent of nonhome real es
tate. Figures on inheritance tell much the same story. According to a 
study published by the Federal Reserve Bank of Cleveland, only 1.6 
percent of Americans receive $100,000 or more in inheritance. An
other 1.1 percent receive $50,000 to $100,000. On the other hand, 91.9 
percent receive nothing.2o 

Since none of the studies on the wealth and income distributions 
include the names of individuals, other kinds of studies had to be done 
to demonstrate that people of wealth and high income are in fact 
members of the upper class. The most detailed study of this kind 
shows that nine of the ten wealthiest financiers at the turn of the twen
tieth century, and 75 percent of all families listed in a compendium of 
America's richest families, have descendants in the Social Register. 
Supplementing these findings, another study discovered that at least 
one-half of the ninety richest men of 1900 have descendants in the So
cial Register, and a study of ninety corporate directors worth $10 mil
lion or more in 1960 found that 74 percent meet criteria of upper-class 
membership.21 However, the degree of overlap between great wealth 
and membership in the upper class has attracted little further research 
because the answer seems so obvious to most social scientists. 

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

WHAT IS POWER? 

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

It was members of the middling classes who gradually developed 
the idea out of their own experience that power is the possession of all 
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the people and is delegated to government with their consent. They 
therefore insisted that special conventions be elected to frame consti
tutions, and that the constitutions then be ratified by the vote of all 
free, white males without regard to their property holdings. They were 
steeled in their resolve by their participation in the revolutionary 
struggle and by a fear of the potentially onerous property laws and 
taxation policies that might be written into the constitutions by those 
who were known at the time as their "betters." So the idea of the peo
ple as the constituent power of the new United States arose from the 
people themselves.22 

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

THE SOCIAL SCIENCE VIEW OF POWER 

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

The second dimension of power concerns the ability of a group or 
social class within a community or nation to be successful in conflicts 
with its rivals on issues of concern to it. Here, the stress is on power 
over, which is also called distributive power. Paralleling general Ameri
can beliefs, most social scientists think of distributive power in the 
sense of great or preponderant influence, not in the sense of complete 
and absolute control. More specifically, a powerful group or class is one 
that can realize its goals even if some other group or class is opposed.24 

This definition captures the sense of. struggle that is embodied in the 
everyday meaning of power, and it readily encompasses the idea of class 
conflict defined earlier in the chapter. It also fits with the main theme of 
this book, which is to show that a social upper class of owners and high
level executives, with the help of the Christian Right and other highly 
conservative groups, has the power to institute the policies it favors 
even in the face of organized opposition from the liberal-labor coalition. 

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

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

AllIHlllgh dislribulin.' pcnver is first and foremost a relationship 
between two or more contending classes, for research purposes it is 
useful to think or distributive power as an underlying trait or prop-
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erty of a social class. As with any underlying trait, it is measured by a 
series of indicators, or signs, that bear a probabilistic relationship to 
it. This means that all of the indicators do not necessarily appear 
each and every time the trait is manifesting itself. It might make this 
point more clear to add that the personality traits studied by psychol
ogists to understand individual behavior and the concepts developed 
to explain findings in the natural sciences have a similar logical 
structure. Whether a theorist is concerned with friendliness, as in 
psychology, or magnetism, as in physics, or power, as in the case of 
this book, the nature of the investigatory procedure is the same. In 
each case, there is an underlying concept whose presence can be in
ferred only through a series of diagnostic signs or indicators that 
vary in their strength under differing conditions. Research proceeds, 
in thIs view, through a series of if-then statements based on as many 
independent indicators as possible. If a group is powerful, then at 
least some of the indicators of this power should be measurable in 
some circumstances.25 

THREE POWER INDICATORS 

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

Who Benefits? 

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

In American society, for example, wealth and well-being are 
highly valued. People seek to own property, to have high incomes, to 
have interesting and safe jobs, to enjoy the finest in travel and leisure, 
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and to live long and healthy lives. All of these values are unequally dis
tributed, and all may be utilized as power indicators. In this book, 
however, the primary focus with this type of indicator is on the wealth 
and income distributions. This does not mean that wealth and income 
are the same thing as power, but that income and the possession of 
great wealth are visible signs that a class has power in relation to other 
classes. 

The argument for using value distributions as power indicators is 
strengthened by studies showing that such distributions vary from 
country to country, depending upon the relative strength of rival polit
ical parties and trade unions. One study reports that the degree of 
equality in the income distribution in Western democracies varied in
versely with the percentage of social democrats who had been elected 
to the country's legislature since 1945.*26 The greater the social demo
cratic presence, the greater the amount of income that goes to the 
lower classes. In a study based on eighteen Western democracies, it 
was found that strong trade unions and successful social democratic 
parties are correlated with greater equality in the income distribution 
and a higher level of welfare spending.27 Thus, there is evidence that 
value distributions do vary depending on the relative power of con
tending groups or classes. 

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

Who Governs? 

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

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

This indicator is not perfect because some official positions may 
not really possess the power they are thought to have, and some 
groups or class~s may exercise power [Tom behind the scenes. Once 
again, however, the case for the usefulness of this indicator is 
strengthened by the fact that it has been shown to vary over time and 
place. For example, the decline of landed aristocrats and the rise of 
business leaders in Great Britain has been charted through their de
gree of representation in Parliament.28 Then, too, as women, African
Americans, Latinos, and Asian-Americans began to demand a greater 
voice in the United States in the 1960s and 1970s, their representation 
in positions of authority began to increase.29 

Who Wins? 

There are many issues over which the corporate-conservative and 
liberal-labor coalitions disagree, including taxation, unionization, 
business regulation, foreign trade, the outsourcing of jobs, and the 
funding of Social Security. Power can be inferred on the basis of these 
issue conflicts by determining who successfully initiates, modifies, or 
vetoes policy alternatives. This indicator, by focusing on relationships 
between the two rival coalitions, comes closest to approximating the 
process of power contained in the formal definition. It is the indicator 
preferred by most social scientists. For many reasons, however, it is 
also the most difficult to use in an accurate way. Aspects of a decision 
process may remain hidden, some informants may exaggerate or 
downplay their roles, and people's memories about who did what 
often become cloudy shortly after the event. Worse, the key concerns 
of the corporate community may never arise as issues for public dis
cussion because it has the power to keep them off the agenda through 
a variety of means that are explained throughout later chapters. 

Despite the difficulties in using the Who wins? indicator of 
power, it is possible to provide a theoretical framework for analyzing 
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governmental decision-making that mitigates many of them. This 
framework encompasses the various means by which the corporate 
community attempts to influence both the government arid the gen
eral population in a conscious and planned manner, thereby makiIlg it 
possible to assess its degree of success very directly. More specifi~ally, 
there are four relatively distinct, but overlapping processes (discov
ered by means of membership network analysis) through which the 
corporate community controls the public agenda and then wins on 
most issues that appear on it. These four power networks, which are 
discussed in detail in later chapters, are as follows: 

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

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

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

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

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

WHAT DO OTHER SOCIAL SCIENTISTS TlllNK? 

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

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

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

HERE'S THE PLAN 

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

Chapter 4 dem0nstrates that members of the intertwined corpo
rate community and social upper class finance and direct a network of 
foundations, think tanks, and policy discussion groups that provides 
policies and plans to meet newly emerging problems faced by the cor
porate community. It is through involvement in the policy-planning 
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network that corporate leaders gain an understanding of general is
sues beyond the confines of their own narrow business problems, dis
cuss policy alternatives that are in their interests as a class, and come 
to know and work with specialists and experts on a wide range of top
ics. Chapter 5 describes how several of the organizations in the policy
planning network link with public relations firms, the public affairs 
departments of large corporations, and middle-class voluntary groups 
in an effort to reinforce the individualistic and antigovernment dimen
sions of the American value system, thereby trying to influence public 
opinion on specific issues. 

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

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





2 
The Corporate Community 

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

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

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

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

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

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

THE UNEXPECTED ORIGINS 
OF THE CORPORATE COMMUNITY 

Standard historical accounts sometimes suggest that the first Ameri
can businesses were owned by individual families and only slowly 
evolved into large corporations with common ownership and many 
hired managers. In fact, the corporate community had its origins in 
jointly owned companies in the textile industry in New England in the 
late eighteenth and early nineteenth centuries. At that time, the com
mon directors reflected the fact that a small group of wealthy Boston 
merchants were joining together in varying combinations to invest in 
new companies. By 1845, a group of eighty men, known to historians 
as the Boston Associates, controlled 31 textile companies that ac
counted for 20 percent of the nationwide textile industry. Seventeen of 
these men served as directors of Boston banks that owned 40 percent 
of the city's banking capital, twenty were directors of 6 insurance com
panies, and eleven sat on the boards of 5 railroad companies. 1 
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Meanwhile, wealthy investors in other major cities were creating 
commonly owned and directed companies as well. In New York, for 
example, the 10 largest banks and 10 largest insurance companies in 
1816 were linked into one network; 10 of the companies had from 
eleven to twenty-six interlocks, 6 had six to ten interlocks, and 4 had 
one to five interlocks. In 1836, all but 2 of the 20 largest banks, 10 
largest insurance companies, and 10 largest railroads were linked into 
one common network, with 12 of the 38 companies having an amazing 
eleven to twenty-six interlocks, 10 having six to ten interlocks, and 16 
having one to five interlocks. Even at that time, which is often roman
ticized as one of small businesses, the 10 largest banks had 70 percent 
of the bank assets in New York City and 40 percent of the bank assets 
in the entire state.2 

These big-city networks of financial companies and railroads per
sisted in roughly their midcentury form until they were transformed 
between 1895 and 1904 by a massive merger movement, which cre
ated a national corporate network that included huge industrial cor
porations for the first time.3 Until that point, industrial companies had 
been organized as partnerships among a few men or families. They 
tended to stand apart from the financial institutions and the stock 
market. Detailed historical and sociological studies of the creation of 
this enlarged corporate community reveal no economic efficiencies 
that might explain the relatively sudden incorporation of industrial 
companies. Instead, it seems more likely that industrial companies 
had to adopt the corporate form of organization for a variety of histor
ical, legal, and sociological reasons. The most important of these rea
sons seems to have been a need to (1) regulate the competition among 
themselves that was driving down profits, and (2) gain better legal pro
tection against the middle-class reformers, populist farmers, and so
cialists who had mounted an unrelenting critique of the trusts, 
meaning agreements among industrialists to fix prices, divide up mar
kets, and/or share profits. When trusts were outlawed by the Sherman 
Anti-Trust Act of 1890, which was coincidentally followed by a major 
depression and many strikes by angry workers, the stage was set for 
industrialists to resort to the legal device called a corporation. 4 

Several studies show that the corporate community remained re
markably stable after the merger movement ended. Since then, it al
ways has included the largest corporations of the era, and financial 
companies are always at the center. Three changes in the patterns of 
corporate interlocks between 1904 and the present seem to reflect grad
ual economic and financial changes. First, railroads became more pe
ripheral as they gradually declined in economic importance. Second, 
manufacturing firms became more central as they increased in eco
nomic importance. Third, as corporations became more independent 
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of banks, the banks became less likely to place their top officers on non
bank boards and more likely to receive officers of nonbank corpora
tions on their own boards; this reversal of flow may reflect the gradual 
transformation of banks from major power centers to places of co
ordination and communication.s Fourth, the network has become 
somewhat less dense, meaning there are fewer links among the corpo
rations even though they remain closely tied through a handful of 
major connecting points. The same decline in density has been found 
for Canadian corporations.6 

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

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

THE BOARD OF DIRECTORS 

The board of directors is the official governing body of the corpora
tion. Usually composed of ten to fifteen members, but including as 
many as twenty-five in the case of commercial banks, it meets for a 
day or two at a time about ten times a year and receives reports and 
other information between meetings. Various board committees meet 
periodically with top managers as well. A smaller executive committee 
of the board often meets more frequently, and the most important in
dividual members are sometimes in daily contact with the manage
ment that handles the day-to-day affairs of the corporation. The major 
duty of the board of directors is to hire and fire high-level executives, 
but it also is responsible for accepting or rejecting significant policy 
changes. Boards seem to play their most critical role when there is 
conflict within management, the corporation is in economic distress, 
or there is the possibility of a merger or acquisition.7 
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The board is the official governing body, but the company execu
tives on the board, who are called inside directors, sometimes playa 
role in shaping the board's decisions. These inside directors, perhaps 
in conjunction with two or three of the nonmanagement directors, 
called outside directors, are able to set the agenda for meetings, shape 
board thinking on policy decisions, and select new outside directors. 
In those situations, the board may become little more than a rubber 
stamp for management, with the top managers having great influence 
in naming their successors in running the company. 

Although the exact role of the board varies from corporation to 
corporation, boards of directors in general embody the complex 
power relations within the corporate community. In addition to their 
role in selecting high-level management and dealing with crises, their 
importance manifests itself in a number of ways. They speak for the 
corporation to the rest of the corporate community and to the public 
at large. New owners demand seats on boards to consolidate their po
sitions and to have a "listening post." Conflicts over hostile merger at
tempts may be concluded by electing the top officers of the rival 
corporations to each other's boards. Commercial bankers may seek 
seats on boards to keep track of their loans and to ensure that future 
business will be directed their way. The chief executives of leading 
companies take time from their busy schedules to be on two or three 
other boards because it is a visible sign that their advice is respected 
outside their home company. Their board memberships also provide 
them with general intelligence on the state of the business world. 8 

Then, too, the presence of investment bankers, corporate lawyers, and 
academic experts on a board is a sign that their expertise is respected 
by the corporations. The appointment of a university president, for
mer government official, well-known woman, or highly visible minor
ity group leader is a sign that their high status and respectability are 
regarded as valuable to the image of the corporation. 9 

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

At the same time, the class perspective is represented by those 
outside directors who are members of the upper class. Such directors 
want to ensure that any given corporation fits well with their other 
profit-making opportunities and does not jeopardize new policy initia
tives or general public acceptance in the political realm. 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 nonprofit organizations, their general under
standing of business and investment, and their many connections to 
other wealthy people, fund-raisers, and politicians. Such resources 
make it possible for them to have a very real impact when new leader
ship must be selected or new policy directions must be undertaken. 10 

THE CORPORATE COMMUNITY TODAY 

The American economy is large and growing larger all the time, with 
5.5 million corporations, 2 million partnerships, and an estimated 
17.7 million nonfarm proprietorships in 2000, almost double the num
ber of businesses in 1980. However, the ownership and control of eco
nomic assets is highly concentrated, as first of all demonstrated by the 
fact that only 8,300 companies, constituting a mere 0.015 percent of 
the total number of businesses, have 1,000 or more employees, ac
counting for 44 percent of all private-sector employees. Even more 
striking, just 500 companies, the heart of the corporate community, 
earned 57 percent of all profits in the year 2000 while employing 16.3 
percent of the private-sector workforce. I I Several different studies, 
stretching from the 1970s to 2004, and focusing on the largest corpo
rations, provide a detailed overview of interlocking directorates in the 
modern-day corporate community. It is first of all an extensive com
munity in terms of corporate interlocks, encompassing 90 percent of 
the 800 largest publicly owned corporations studied for the 1970s, 89 
percent of the largest 255 for 1995, and 84 percent of the 930 largest 
corporations for 2001. 12 Furthermore, most corporations are within 
three or four "steps" or "links" of any other. 

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

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

The large corporations with the most interlocks also tend to have 
interlocks with each other, which means they are at the center of the 
network. In a study of the 28 corporations with twenty-eight or more 
links in 1996, which was carried out for an earlier edition of this book, 
it was found that all 28 corporations had at least one connection with 
another corporation in the top 28, and 24 of the 28 had three or more. 
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Figure 2.2 Some of the interlocks among the 25 corporations that are 
connected to Citigroup. The point of presenting this diagram is to 
provide a sense of the complexity of the overall corporate network. 
Source: The Corporate Library. with thanks for permission to use this diagram, 

The centrality of these 28 firms also was shown by their interlocks to 
other highly connected corporations. Of the 313 firms with between 
ten and twenty-seven connections, 226 (72.2 percent) had at least one 
connection to the top 28. This means that the network tends to radiate 
out in concentric circles from its central core, but even that image 
does not capture the full picture because some corporations with only 
two or three connections were linked directly to the top 28. 

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

Aside from some tendency to regional concentrations, there are 
no subgroups or "cliques" within the corporate community, at least as 
measured by director interlocks. Instead, as the findings in the previous 
paragraphs reveal, there tends to be a very general core, with smaller 
corporations around the periphery. One further piece of evidence for 
this conclusion is the fact that corporate connections "broken" by the 
death or retirement of a director are not very often "restored" by a new 
director from closely related companies, which is what would be ex
pected if the companies were part of distinctive subgroups, as was the 
case 100 years ago when a few large commercial and investment banks 
controlled many industrial corporations. Now new directors are usu
ally recruited from a small general pool of people who are highly visible 
in the corPorate community.13 Thus, the main constants in the network 
are its large size, the centrality of large firms, and slight shifts in the de
gree of a corporation's centrality when directors are replaced. 

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

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

Although seventy-five interconnections is an impressive number for sociological pur
poses, that is only 12 percent of all the possible links (625) if all of the 25 corporations 
were connected to each other. From the perspective of network theory, the network is 
not "dense," but "sparse." 
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it is thus unsurprising that a director who has been involved in 
acq\lisitions, alliances, adopting takeover defenses, creating an 
investor relations office, or any other board-level decision (includ
ing recruiting other directors) would bring that expertise to bear; 
indeed, it would be bizarre if things were otherwise.14 

THE DIRECTOR NETWORK AS AN INNER CIRCLE 

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

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

Approximately 15 to 20 percent of all present-day directors sit on 
two or more corporate boards, thereby creating the corporate commu
nity as it is defined for purposes of this book. This percentage has 
proved to be very stable over time. The figure was 24 percent for New 
York banks and insurance companies in 1816 and 18 percent in 1836. 
For the 55 companies studied for 1891 and 1912, the figures were 13 
percent and 17 percent, respectively. A larger sample of companies for 
the period 1898 to 1905 found that 12 percent of the directors were on 
two or more boards. 16 

These people are called the inner circle of the corporate commu
nity. They do not differ demographically from other directors, but they 
do sit on more nonprofit boards, as shown in Chapters 4 and 5, and 
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are appointed more frequently to government positions, as explained 
in Chapter 7. Thus, the inner circle contributes disproportionately to 
the general leadership group that represents the corporate community 
as a whole. 17 

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

STRATEGIC ALLIANCES/PRODUCER NETWORKS 

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

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

Producer networks, on the other hand, provide supplies and ser
vices to big corporations. These networks give large companies the 
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Figure 2.3 Types of Alliances Developed with Siemens by Five 
American Corporations. Source: Bennett Harrison, Lean and Mean (New York: 
Basic Books, 1994), p. 137. Copyright © 1994 by Bennett Harrison. Reprinted by 
permission of Basic Books. 

flexibility to rearrange their internal bureaucracies and cut back on 
employees. In particular, they allow corporations to subcontract, or 
outsource, for many of the parts and services they need. The corpora
tions are thereby able to outflank unions, which often have difficulty 
organizing when there are many small companies. Eliminating unions 
has the effect of lowering wage and benefit costs, and allowing less 
costly health, safety, and work rules. 

Thanks to outsourcing, the large corporations continue to main
tain or enlarge their share of sales and profits while decreasing the 
size of their workforces. Even with these cutbacks, however, the 
largest 1 percent of manufacturing companies still account for 70 per
cent of all manufacturing jobs. Nor does outsourcing reduce the 
power of the big corporations. Based on a detailed investigation of all 
new corporate strategies, one economist concluded: "Production may 
be decentralized into a wider and more geographically far-flung num
ber of work sites, but power, finance, and control remain concentrated 
in the hands of the managers of the largest companies in the global 
economy."19 

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

Top executives from these companies claimed they were willing 
to bargain with unions over wages, hours, and working conditions, 
but not over an issue that involved their rights as managers, including 
their right to weaken unions. Their successful battle, won through 
court cases and influence on appointments to the National Labor Re
lations Board, culminated in 1971 with a series of rulings against any 
collective bargaining over management decisions. These decisions 
opened the way for greater outsourcing, plant relocations, and plant 
closings. The" organization that has coordinated the corporate commu
nity on policy issues since the 1970s, the Business Roundtable, had its 
origins in the committees and study groups set up to overturn the 
original pro-union ruling on outsourcing.2o 

IS THERE A SEPARATE 
MILITARY-INDUSTRIAL COMPLEX? 

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

First, several of the largest defense contractors, like Boeing, Gen
eral Electric, and United Technologies, are also among the largest cor
porations in the country, irrespective of their military contracts. 
Second, research on the handful of companies that specialized in 
weapons manufacturing in the years following World War II demon
strated that they were completely integrated into the corporate com
munity through their bank connections and interlocking directors; in 
addition, their directors went to the same universities and belong to 
the same social clubs as other corporate directors. 21 Third, the claim 
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of a separate military-industrial complex is contradicted by the fact 
that the defense budget rises and falls in terms of foreign policy crises 
and military threats. This does not fit with the idea that defense con
tractors and their Pentagon allies have the power to allocate them
selves all the money they would like to have. Budgetary decline was 
significant after World War II, the Korean War, and the Vietnam War. 22 

The drop in defense spending in the decade after the end of the Cold 
War was substantial as well, although the defense budget continued to 
be a major part of the overall federal budget. 

The case for a separate and independent military-industrial com
plex became even weaker in the 1990s when the Clinton Administra
tion decided to adopt new contracting policies that in effect 
eliminated most defense companies because of declining defense 
needs at the time. These policies placed a greater emphasis on compe
tition in the marketplace among a few large corporations as the means 
to ensure the continued development of sophisticated weapons sys
tems. The result was a merger movement that downsized the defense 
industry by hundreds of thousands of employees and left just under 40 
percent of the defense contracts in the hands of 10 corporations, sev
eral of which have large nondefense business operations as well. 23 

Even Lockheed Martin, the largest defense contractor, does a large 
amount of nondefense business through contracts with the U.S. Postal 
Service, the Census Bureau, the Social Security Administration, and 
other important agencies of government at the federal and state levels. 
Table 2.1 lists the 10 largest defense contractors for 2003, along with 
their ranking among the largest 500 corporations ("the Fortune 500") 
and the number of interlocks they have with nondefense companies. 

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

THE INCORPORATION OF HIGH-TECH COMPANIES 

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

Nor do the owners of the biggest companies act any differently 
than empire builders in the past. For example, Microsoft claims to be 
a highly innovative company built on sheer brain power, but it began 
as a quick and timely assemblage of newly developed ideas and tech
niques taken from others before software was patentable. Windows® 
and Word® came from the Xerox Research Center, Excel® from a little 
company named Software Arts, and Internet Explorer® from Net
scape. As the retired founder of the Xerox Research Center concludes, 
the head of Microsoft, Bill Gates, was "immensely successful in posi
tioning himself between the innovators and the users, taking from one 
and selling to the others."24 

Although many high-tech executives claim they have no need for 
government, they are in fact as dependent upon it as the rest of the 
corporate community. The Internet itself was created by the Penta
gon's Defense Advanced Research Project Agency in the late 1960s.25 

Other projects financed by the agency "helped create many of the na
tion's most impressive computers, the chips used in cellular phones, 
and vital networking technologies like the ability to send simultaneous 
signals of many wavelengths down a single optic cable."26 Nor would 
they have been able to benefit from the Internet if the Telecommunica
tions Act of 1996 and, rulings by the Federal Communications Com
mission had not taken telephone lines from the monopoly grip of the 
telephone companies.27 

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

Another import;ant piece of special-interest legislation allows 
high-tech companies to bring several hundred thousand highly trained 
foreign engineers and programmers a year into the country for six
year periods. Not only do these employees have to leave the country at 
the end of six years, but they cannot easily change jobs without losing 
their visas. This arrangement comes close to indentured servitude, giv
ing companies access to skilled employees without any risk that they 
might quit the company or join in unionization efforts.29 

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

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

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

Corporate law firms grew in size and importance in tandem with 
the large corporations that developed in the second half of the nine
teenth century. Their partners played the central role in creating the 
state-level laws in New Jersey and Delaware that made the corporate 
form an attractive and safe haven for companies under pressure from 
reformers and socialists, who were trying to pass laws at the national 
level that would break up or socialize large businesses.31 

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

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

My central thesis is that lawyers in large firms adhere to an ideol
ogy of autonomy, both in their perception of the role of legal insti
tutions in society and the role of lawyers vis-a.-vis clients, but that 
this ideology has little bearing in practice. In the realm of practice 
these lawyers enthusiastically attempt to maximize the interests of 
clients and rarely experience serious disagreements with clients 
over the broader implications of a proposed course of conduct. The 
dominance of client interests in the practical activities of lawyers 
contradicts the view that large-finn lawyers serve a mediating func
tion in the legal system.32 

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

The socialization that creates a business-oriented inentality in 
corporate lawyers has been studied in great detail at Harvard Law 
School. Based on interviews and classroom observations, the sociolog
ical investigator reports that students end up actively participating in 
building collective identities within law school that all but ensure they 
will become members of the corporate community as a result of a gru
eling socialization process. As a key part of this socialization, students 
learn there is no such thing as right or wrong, only differing shades of 
gray. Summer internships provide the students with a taste of the cor
porate world. They come to feel they must be special to be attending a 
high-status law school and be sought after by powerful law firms that 
offer starting salaries of $100,000 a year or more. Thus, even though 
some students enter prestigious law schools with an interest in public
interest law, all but a few percent end up in corporate law firms. 34 

Not all young lawyers follow the corporate path, of course, and 
those from lower-status schools are very unlikely to do so. Some be
come trial lawyers who represent aggrieved or injured individuals or 
groups in cases against corporations. They are often viewed as the 
major enemies of the corporate community and its lawyers because of 
the many multimillion-dollar class action lawsuits they have won on 
behalf of employees and consumers. Many trial lawyers have become 
major donors to the Democratic Party in the face of this counterattack 
by the corporate community.35 Other young lawyers go to work for the 
government as prosecutors and public defenders. Still others focus on 
environmental, civil rights, or labor law, in effect joining the liberal
labor coalition in many instances. 

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

FROM SMALL FARMS TO GIANT AGRIBUSINESSES 

In the last half of the nineteenth century, when the farin vote was a 
critical one in state and national elections, farmers often provided 
major opposition for the rising national corporations. Many angry 
farmers were part of an anti corporate populist movement that started 
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in the 1870s and formed its own political party in the 1880s to chal
lenge both Democrats and Republicans. Several of the reforms advo
cated by the populists-such as a government commission to set 
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 commu
nity is long past. The populists were defeated at the turn of the twenti
eth century by a coalition of prosperous farmers aild local business 
leaders. As the farm population declined and the average size of farms 
increased, farm owners became an interest group rather than a large 
popular movement. Moreover, the large-scale family farmers of the 
Midwest and Great Plains increasingly joined with the plantation 
owners of the South and the ranchers of California as employers of 
wage labor, especially part-time migrant labor, and identified them
selves as business owners. The periodic attempts since the 19305 by 
farmworkers to organize labor unions, often aided and encouraged by 
liberals and leftists, intensified the farm owners' sense of opposition to 
the liberal-hibor coalition.36 

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

At the other end of the farm ladder, the well-to-do among farm
ers, those with over $500,000 in sales and who make up less than 3 
percent of farmers, provide half of all farm sales. The 7 percent with 
sales of $250,000 or above account for 74 percent of farm sales. Many 
of the largest farms are part of agribusiness complexes, particularly 
for farm commodities where a few companies control most of the 
market. Roughly 85 percent of all eggs and poultry, for example, come 
from 20 corporations and the farmers under contract to them.38 Just 
43 farm companies control one-third of the American market for pork; 
they own 1.74 million sows that produce over 30 million pigs each 
year. There are 400 companies with $10 million or more in farm sales 
each year: 114 produced beef, 75 produced poultry, 70 raised vegeta
bles, and 54 produced eggs.39 

The biggest farms also differen~ially benefit from the federal sub
sidy payments made to farmers each year through a variety of pro-
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grams. Although the government has not made it easy in recent years 
to assemble figures on farm subsidies, the Environmental Working 
Group, a nonprofit watchdog group, used the Freedom of Information 
Act to obtain copies of the checks for $131.3 billion sent to farmers be
tween 1995 and 2002. It found that only a third of farmers received 
checks, and that most of those who did received very small sums. On 
the other hand, the top 5 percent of recipients per year, about 153,000 
individuals, some of whom are husband and wife, or siblings, received 
55 percent of all subsidy payments, and the top 10 percent received 72 
percent.40 Thus, the subsidy program serves to strengthen large farms 
and push more small farms out of business. 

The farmers with over $250,000 in yearly sales are organized into 
a wide variety of associations that look out for their interests. Some of 
these organizations are commodity groups, made up of those who pro
duce a particular crop. There are also two or three general farm 
groups, the most important of which is the American Farm Bureau 
Federation. The Farm Bureau, as it is known, and most other farm 
groups usually align with business trade associations in the political 
arena. The Farm Bureau in particular is an important part of the 
corporate-conservative coalition. It has its own insurance company 
and includes farm equipment manufacturers and other farm-related 
corporations among its members.41 There is, however, one farm orga
nization, the National Farmers Union, that usually has allied itself with 
the liberal-labor coalition. Its historical origins are in wheat farming in 
the Great Plains.42 

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

SMALL BUSINESS: NOT A COUNTERWEIGHT 

There are approximately 23 million small businesses in the United 
States, defined as businesses with less than 500 employees. By con
trast, there are only 14,000 companies with 500 or more employees. 
Because small businesses make 52 percent of all sales and employ 54 
percent of the private labor force, they are sometimes claimed to be a 
counterweight to the power of the corporate community. They have an 
important place in the American belief system because they are 
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thought to embody the independence and initiative of all Americans, 
and since the 1980s they have been extolled as the primary force in 
creating new jobs in the economy.43 

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

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

Many small businesses are part of economic networks that have 
large corporations at the center. The most visible and long-standing 
examples of small businesses tied to large corporations are the 
600,000 franchise businesses that sell products and services to the 
general public-convenience stores, fast-food outlets, mall shops, au
tomobile repair shops, and many more. Owners pay fees of $10,000 to 
$40,000 to the parent company to obtain a franchise, plus monthly 
royalties. Between 1967 and 2004, the percentage of all sales made by 
franchise outlets went from 10 to over 40 percent. *44 

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

*Many of these big franchise companies, such as Subway, Midas Muffler, and Thrifty 
Car Rental, take advantage of guaranteed loans at low interest rates from the federal 
government's Small Business Administration, which is only supposed to help small 
companies. In 1996, for example, 14 hotel and motel companies received $209 million 
in low-interest loans to open nearly 260 new outlets. 
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tions, however. Many are part of what one author calls "the minor in
dustrial revolution" that brought small firms into southern states in 
search of low-wage, nonunionized labor.45 Still others owe their ori
gins to discoveries and patents that were developed in large universi
ties, especially in the electronic and biotechnology industries. 

However, there is one organization, the National Federation of 
Independent Businesses, that represents the interests of the most con
servative small businesses, even though it was not started by small 
business owners, does not elect leaders, and does not hold meetings. 
Instead, the federation, which now has over 600,000 members, was 
created as a for-profit organization in 1943, using traveling salesmen 
to sell memberships to small business owners on the promise of repre
senting their views in Washington. It remained a for-profit organiza
tion until its millionaire owner retired in the late 1970s, at which point 
it was taken over by wealthy conservatives and staffed by retired Re
publican politicians and their former legislative aides, who manage 
over 800 employees and an annual budget of more than $170 million. 
Members' preferences are determined by periodic surveys, only 20 
percent of which are returned. Not surprisingly, these preferences are 
generally highly conservative and antigovernment. They do not always 
accord with the stances taken by the smaller and less powerful Ameri
can Small Business Alliance and National Small Business United. 
Based on the federation's history, current leadership, and funding, and 
the fact that it includes less than 5 percent of all small businesses as 
members, it is best seen as an important lobbying organization for the 
corporate-conservative coalition. 46 

When all is said and done, then, there is no "small business com
munity" in the United States to provide any opposition to the corpo
rate community. Instead, the relatively few small businesses that are 
full-time operations and have more than a handful of employees are 
incorporated into the power networks of the corporate community 
(1) by belonging to trade associations dominated by larger businesses; 
(2) as franchise outlets for larger businesses; (3) as suppliers and ser
vice providers for big corporations, and (4) as members of the Na
tional Federation of Independent Business. These ties place severe 
market and political constraints on most small businesses in relation 
to the large corporations. Small business is not a counterweight to the 
.3 percent of businesses that have 59 percent of total business assets.47 

LOCAL BUSINESSES FORM GROWTH COALITIONS 

The most important small businesses in the United States are orga
nized into local growth coalitions whose members share a common 
interest in intensifying land use in their geographical locale. Even 
though these land-based businesses are not directly involved in the 
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main topic of this book, power at the national level. it is important to 
consider them briefly to understand the complexities of the ownership 
class, and to see the power openings that are created by the occasional 
conflicts between the corporate community and the growth coalitions, 
especially on environmental issues. In economic terms, the place entre
preneurs at the heart of local growth coalitions are trying to maximize 
rents "from land and buildings, which is a little different from the goal 
of the corporate community, namely, maximizing profits from the sale 
of goods and services. To emphasize this difference, the concept of 
rents includes purchases of land and buildings as well as payments 
that tenants or home buyers make to landlords, realtors, mortgage 
lenders, and title companies.48 

Although the growth coalitions are based on land ownership and 
the maximization of rents, they include all those local interests that 
profit from the intensification of land use, including developers and 
contractors. Executives from the local bank. the savings and loan, the 
telephone company, the gas. and electric company, and the local de
partment stores are often quite prominent as well because they, too, 
have a strong stake in the growth of the local community. As in the 
case of the corporate community, the central meeting point for the 
growth coalitions is often a large commercial bank, where executives 
from the utility companies and the department stores join with the 
largest landlords and developers as members of the boards of direc
tors.49 There is one other important component of the local growth 
coalition, the newspaper, which is deeply committed to local growth 
so that its circulation, and even more importantly its pages of adver
tising, will continue to rise. The unique feature of the newspaper is 
that it is not committed to growth on any particular piece of land or in 
anyone area of the city, so it often attains the role of "growth states
man" among any competing interests within the growth coalition. 

Local growth coalitions and the corporate community are differ
ent segments of the ownership class, meaning that as owners of prop
erty and employers of wage labor they are in the same economic class 
and therefore share more in common with each other than they do 
with non-owners. The main basis for their cooperation is the fact that 
the best way to intensify land use is to attract corporate investments to 
the area. The place entrepreneurs are therefore very much attuned 
to the needs of corporations, working hard to provide them with the 
physical infrastructure, municipal services, labor markets, and politi
cal climate they find attractive. The growth caused by corporate in
vestments, along with investments by universities and government 
agencies, then leads to housing development, increased financial activ
ity, and increased consumer spending, all of which make land and 
buildings even more valuable. 
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Still, the relationship between the growth coalitions and the cor
porate community is not without its conflicts. This is first of all be
cause corporations have the ability to move if they think that 
regulations are becoming too stringent or taxes and wages too high. A 
move by a major corporation can have a devastating impact on a 10ca1 
growth coalition. Moreover, this ability to move contributes to the 
constant competition among rival cities for new capital investments, 
creating tensions between growth coalitions as well as between indi
vidual growth coalitions and the corporate community. The net result 
is often a "race to the bottom" as cities offer tax breaks, less environ
mental regulation, and other benefits to corporations in order to 
tempt them to relocate. Ironically, most studies of plant location sug
gestthat environmental laws and local taxes are of minor importance 
in corporate decisions concerning the location or relocation of pro
duction facilities. A union-free environment and low-cost raw materi
als ate the -major factors. 50 

The most long-standing conflict between the corporate commu
nity and local growth coalitions concerns the environment, especially 
clean air. From as early as the 1890s local growth coalitions in major 
cities like Chicago tried to force railroads and manufacturers to con
trol the air pollution problems that developed due to steam engines 
and smokestacks, mounting large campaigns that usually failed in the 
face of the corporate community's superior power. It was not until 
Pittsburgh and Los Angeles began to suffer serious blackouts and 
smog in the 1940s and 1950s that the growth coalitions were able to 
have some success in these battles, leading in California to statewide 
organizations and legislation that began to mitigate some of the 
worst conditions. These conflicts between the corporate community 
and the growth coalitions are especially notable becau'se they laid the 
basis for the environmental movement that emerged in the late 
1960s, which capitalized on this disagreement within the ownership 
class.51 

Local growth coalitions face still another source of potential ten
sion and conflict: disagreements with neighborhoods about expansion 
and development. Neighborhoods are something to be used and en
joyed in the eyes of those who live in them, but they are often seen as 
sites for further development by growth coalitions, who justify new 
developments with the doctrine of "the highest and best use for land." 
Thus, neighborhoods often end up fighting against freeways, wider 
streets, high-rises, and commercial buildings. This conflict between 
use value and exchange value becomes a basic one in most successful 
cities, especially when the downtown interests try to expand the cen
tral business district, often at the expense of established low-income 
and minority neighborhoods. Between 1955 and 1975, for example, a 
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government program called urban renewal ended up removing hous
ing from thousands of acres of land so that central business districts, 
downtown universities, and convention and sports facilities couid be 
expanded.52 Because urban renewal often displaced large numbers of 
African-Americans who could not readily find housing in white neigh
borhoods, forcing them into crowded tenements with high rents and 
few amenities, this expansionist land-clearing strategy contributed 
greatly to inner-city tensions in the following decades. 

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

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

STRUCTURAL ECONOMIC POWER AND ITS LIMITS 

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

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

In short, the sheer economic power of the corporate community 
can influence government without any effort on the part of corporate 
leaders. Because business people have the legal right to spend their 
money when and as they wish, and government officials dare not try to 
take over the function of investing funds to create jobs, the govern
ment has to cater to business. If government officials do not give cor
porate leaders what they want, there are likely to be economic 
difficulties that would lead people to desire new political leadership. 
Since most government officials do not want to lose their positions, 
they do what is necessary to satisfy business leaders and maintain a 
healthy economy. 53 

In this manner, private control over the investment function pro
vides leaders within the corporate community with a structural power 
that is independent of any attempts by them to influence government 
officials directly. While such power is very great, it is not sufficient in 
and of itself to allow the corporate community to dominate govern
ment, especially in times of economic or political crisis. First, it does 
not preclude the possibility that government officials might turn to 
nonbusiness constituencies to support new economic arrangements. 
Contrary to claims by conservative economists, there is no necessary 
relationship between private ownership and markets.54 Improbable 
though it may seem to most readers, it would be possible for govern
ment to create firms to compete in the market system and thereby re
vive a depressed economy, or to hire unemployed workers in order to 
increase their ability to spend. In fact, the liberal-labor coalition 
mounted a legislative effort of roughly this sort shortly after World 
War II, only to be defeated in Congress by the conservative voting bloc 
made up of Southern Democrats and Northern Republicans.55 



48 THE CORPORATE COMMUNITY 

Second, structural power does not guarantee that employees will 
accept an ongoing economic depression without taking over factories 
or destroying private property. In such situations, however rare, the 
corporate leaders need government to protect their private property. 
They have to be able to call on the government to keep unauthorized 
persons from entering and using their factories and equipment. In 
short, structural economic power primarily concerns the relationship 
between the corporate community and government ofiicials. It is not 
always able to contain the volatile power conflict between owners and 
workers that is built into the economy. In fact, such violent confronta
tions have occurred from time to time in American history, such as in 
1877 when a wage cut for railroad workers triggered a strike wave that 
spread from railroads to mines to factories, leaving over 100 people 
dead, mostly at the hands of 3,000 federal troops who moved from city 
to city via train trying to quell the disturbances. Twenty people died in 
Pittsburgh alone, where angry mobs retaliated by looting and burning 
39 buildings, 104 locomotives, 46 passenger cars, and 1,200 freight 
cars owned by the Pennsylvania Railroad. The deaths and property de
struction were not as extensive during the Great Depression, but four
teen people were killed in the textile strikes in New England and the 
South in September 1934, and there were 477 sit-down strikes in 1937 
in demand of union recognition. Events such as these are not soon for
gotten within the corporate community. 56 

From the pespective of organizational theory, there is uncertainty 
in the relationship between the corporate community and government 
because there is no guarantee that the underlying population and gov
ernment officials will accept the viewpoint of corporate owners under 
all economic circumstances. This makes it risky for corporate officials 
to refuse to invest or to remain passive in an economic depression. 
Leaders within the corporate community thus feel a need to have di
rect influence on both the public at large and government officials. 
They have developed a number of ways to realize those objectives. As a 
top corporate leader replied when told that his company probably had 
enough structural economic power to dispense with its efforts to influ
ence elected officials: 'Tm not sure, but I'm not willing to find out."57 

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



3 
The Corporate Community 
and the Upper Class 

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

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

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

Social cohesion develops through the two types of relationships 
found in a membership network: common membership in specific so
cial institutions and friendships based on social interactions within 
those institutions. Research on small groups in laboratory settings by 
social psychologists suggests that social cohesion is greatest when 
(1) the social groups are seen to be exclusive and of high status; and 
(2) when the interactions take place in relaJs:ed and informal settings.2 

This chapter shows that many of the social institutions of the upper 
class fit these specifications very well. From the viewpoint of social 
psychology, the people who make up the upper class can be seen as 
members of numerous small groups that meet at private schools, so
cial clubs, retreats, resorts, and social gatherings. 

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

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

PREPPING FOR POWER 

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

The linchpins in the upper-class educational system are the 
dozens of boarding schools developed in the last half of the nineteenth 
and the early part of the twentieth centuries, coincident with the rise 
of a nationwide upper class whose members desired to insulate them
selves from an inner city that was becoming populated by lower-class 
immigrants. They become surrogate families that playa major role in 
creating an upper-class subculture on a national scale in America.4 

The role of boarding schools in providing connections to other upper
class social institutions is also important. As one informant explained 
to a sociologist doing an interview study of upper-class women: 
"Where I went to boarding school, there were girls fyom all over the 
country, so I know people from allover. It's helpful when you move to 
a new city and want to get invited into the local social club."5 

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

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

At school we were made to feel somewhat better (than other people) 
because of our class. That existed, and I've always disliked it 
intensely. Unfortunately, I'm afraid some of these things rub off 
on one.6 

Virtually all graduates of private secondary schools go on to col
lege, and most do so at prestigious universities. Graduates of the New 
England boarding schools, for example, historically found themselves 
at three or four large Ivy League universities: Harvard, Yale, Prince
ton, and Columbia. However, that situation changed somewhat after 
World War II as the universities grew and provided more scholarships. 
An analysis of admission patterns for graduates of 14 prestigious 
boarding schools between 1953 and 1967 demonstrated this shift by 
showing that the percentage of their graduates attending Harvard, 
Yale, or Princeton gradually declined over those years from 52 to 25 
percent. Information on the same 14 schools for the years 1969 to 
1979 showed that the figure had bottomed out at 13 percent in 1973, 
1975, and 1979,7 Since that time, private schools have more than held 
their own in sending their graduates to Harvard, Yale, and Princeton, 
as revealed by an enterprising journalist who ferreted out the 100 high 
schools that sent the highest percentage of their students to one of 
those three universities from 1998 through 2001. He found that 94 of 
the 100 were private schools, with 10 that sent more than 15 percent 
of their students to Harvard, Yale, or Princeton.8 The difference from 
the past is that more of them are day schools and are located in New 
York City. Table 3.1 presents information on these top 10 schools. 

Graduates of private schools outside of New England most fre
quently attend a prominent state university in their area, but a signifi
cant minority go to e<istern Ivy League and top private universities in 
other parts of the country. For example, the Cate School. a boarding 
school near Santa Barbara, California, is modeled after its New En
gland counterparts and draws most of its students from California and 
other western states. In the four years between 1993 and 1996, 35 per
cent of the 245 graduates went to one of fifteen prestigious Ivy League 



PREPPING FOR POWER 53 

Table 3.1 The 10 Private High Schools That Sent the Highest Percentage 
of Their Graduates to Harvard, Yale, or Princeton, 1998-2001 

Avg. Grad. 
School Type Location HYP%I Tuition Class Size 

Roxbury boys West Roxbury, 21.1 $14,000 50 
Latin School MA 
Brearley girls New York, NY 20.9 $22,850 44 
School 
Collegiate boys New York, NY 20.0 $22,300 53 
School 

Groton School coed Groton, MA 17.9 $24,115 84 
Dalton School coed New York, NY 17.6 $23,200 110 
Spence School girls New York, NY 17.2 $20,700 42 

Horace Mann coed Bronx,NY 16.8 $22,980 158 
School 
Winsor School girls Boston, MA 16.7 $22,600 54 
Milton coed Milton, MA 15.8 $22,950 172 
Academy 
Phillips coed Andover, MA 15.7 $22,160 266 
Andover 

1 HYP percent is the percentage of students who went to Harvard, Yale, or Princeton. 

Source: Compiled from Worth Magazine, September 2002. 

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

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

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

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

SOCIAL CLUBS 

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

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

Men and women of the upper class often belong to clubs in sev
eral cities, creating a nationwide pattern of overlapping memberships. 
These overlaps provide evidence for social cohesion within the upper 
class. An indication of the nature and extent of this overlapping is re
vealed in a study of membership lists for 20 clubs in several major 
cities across the country, including the Links in New York, the 
Duquesne in Pittsburgh, the Chicago in Chicago, the Pacific Union in 
San Francisco, and the California in Los Angeles. There is sufficient 
overlap among 18 of the 20 clubs to form three regional groupings and 
a fourth group that provides a bridge between the two largest regional 
groups. The several dozen men who are in three or more of the clubs, 
most of them very wealthy people who also sit on several corporate 
boards, are especially important in creating the overall pattern. 12 

The overlap of this club network with corporate boards of direc
tors provides important evidence for the intertwining of the upper 
class and corporate community. In one study, the club memberships of 
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the chairpersons and outside directors of the 20 largest industrial cor
porations were counted. The overlaps with upper-class clubs in gen
eral are ubiquitous, but the concentration of directors in a few clubs is 
especially notable. At least one director from 12 of the 20 corporations 
is a member of the Links Club, which is the New York meeting 
grounds of the national corporate establishment. Seven of General 
Electric's directors are members, as are four from Chrysler, four [rom 
Westinghouse, and three from IBM. In addition to the Links, several 
other clubs have directors from four or more corporations. Another 
study, using membership lists from 11 prestigious clubs in different 
parts of the country, confirms and extends these findings. A majority 
of the top 25 corporations in every major sector of the economy have 
directors in at least one of these clubs, and several have many more. 
For example, all of the 25 largest industrials have one or more direc
tors in these 11 clubs. The Links-in New York, with 79 connections to 
21 industrial corporations, has the most. 13 

The Bohemian Grove as a Microcosm 

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

The pristine forest setting called the Bohemian Grove was pur
chased by the club in the 1890s after twenty years of holding the re
treat in rented quarters. Bohemians and their guests number 
anywhere from 1,500 to 2,500 for the three weekends in the encamp
ment, which is always held during the last two weeks in July. However, 
there may be as few as 400 men in residence in the middle of the week 
because most return ~o their homes and jobs after the weekends. Dur
ing their stay the campers are treated to plays, symphonies, concerts, 
lectures, and commentaries by entertail1ers, scholars, corporate exec
utives, and government officials. They also trapshoot, canoe, swim, 
drop by the Grove art gallery, and take guided tours into the outer 
fringe of the mountain forest. But a stay at the Bohemian Grove is 
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mostly a time for relaxation and drinking in the modest lodges, 
bunkhouses, and even teepees that fit unobtrusively into the landscape 
along the two or three dirt roads that join the few developed acres 
within the Grove. It is like a summer camp for corporate leaders and 
their entertainers. 

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

There are many traditional events during the encampment, in
cluding plays called the High Jinx and the Low Jinx. The most memo
rable event, however, is an elaborate ceremonial ritual called the 
Cremation of Care, which is held the first Saturday night. It takes 
place at the base of a 40-foot owl shrine, constructed out of poured 
concrete and made even more resplendent by the mottled forest 
mosses that cover much of it. According to the club's librarian, who is 
also a historian at a large university, the event "incorporates druidical 
ceremonies, elements of medieval Christian liturgy, sequences directly 
inspired by the Book of Common Prayer, traces of Shakespearean 
drama and the 17th century masque, and late nineteenth century 
American lodge rites."14 Bohemians are proud that the ceremony has 
been carried out for 134 consecutive years as of 2006. 

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

The retreat sometimes provides an occasion for more than fun and 
merriment. Although business is rarely discussed, except in an informal 
way in groups of two or three, the retreat provides members with an op
portunity to introduce their friends to politicians and hear formal noon
time speeches from political candidates. 
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Every Republican president since the early twentieth century has 
been a member or guest at the Grove, with Herbert Hoover, Richard 
Nixon, Gerald Ford, Ronald Reagan, and George H. W. Bush as mem
bers. Hoover was sitting in the Grove in the summer of 1927 when 
Calvin Coolidge announced from Washington that he would not run 
again, and soon dozens of Hoover's club mates dropped by his camp to 
urge him to run and offer their support. Future president Dwight D. 
Eisenhower made his first prenomination political speech at the 
Grove in 1951, which was positively received by the previously skepti
cal West Coast elites around Hoover, including Nixon, who was soon 
to become Ike's running mate. Nixon himself wrote in his memoirs 
that he made his most important speech on the way to the presidency 
at the Grove in 1967, calling it "the speech that gave me the most 
pleasure and satisfaction of my political career," and one that "in 
many ways marked the first milestone on my road to the Presidency" 
because it was "an unparalleled opportunity to reach some of the most 
important and influential men, not just from California, but from 
across the country." 15 During that same week he and Reagan had a 
chat in which Reagan agreed he would not challenge Nixon in the 
early Republican primaries, coming into the fray only if Nixon fal
tered. More recently, George H. W. Bush used a Lakeside Talk in 1995 
to extol the virtues of his son George W. as a potential future presi
dent, and according to a book on the Bush family by Schweizer and 
Schweizer, in 1999 he brought George W. to the Grove to meet more of 
his friends: 

In early August, father took son to a private gathering at the secre
tive and exclusive Bohemian Grove in California. George H. W. 
Bush had gone to a meeting there prior to his run, in 1979. He fig
ured it would also benefit George W. to meet his circle of friends 
there, including corporate heads. The former president was a mem
ber of Hill Billies camp. which included William F. Buckley and 
Donald Rumsfeld as members.16 

Two separate studies demonstrate the way in which this one club 
intertwines the upper class with the entire corporate community. In 
1970, according to the first study, 29 percent of the top 800 corpora
tions had at least one officer or director at the Bohemian Grove festiv
ities; in 1980 the figure was 30 percent. As might be expected, the 
overlap was especially great among the largest corporations, with 23 
ofthe top 25 industrials represented in 1970, 15 of 25 in 1980. Twenty 
of the 25 largest banks had at least one ·officer or director in atten
dance in both 1970 and 1980. Other business sectors had somewhat 
less representation. 17 
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Table 3.2 Corporations with Three or More Directors Who Were 
Members ofthe Bohemian Club in 1991 

Corporation 

Bank of America 
Pacific Gas and Electric 
AT&T 
Pacific Enterprises 
First Interstate Bank 
McKesson Corporation 
Carter-Hawley"Hale Stores 
Ford Motor 
FMC 
Safeco Insurance 
Potlatch Industries 
Pope and Talbot 
General Motors 
SBC (formerly Pacific Bell) 

Number of Directors 
in Bohemian Club 

7 

5 

4 

4 

4 

4 

3 

3 

3 

3 

3 
3 

3 

3 

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

An even more intensive study, which included partlClpant
obsenration and interviews, along with a membership network analy
,sis, extends the sociological understanding of the Bohemian Grove into 
the J 990s. Using a list of 1,144 corporations, well beyond the 800 used 
in the studies for 1970 and 1980, the study found that 24 percent of 
,these companies had at least one director who was a member or guest 
in 1991. For the top 100 corporations outside of California, the figure 
was 42 percent. I8 The companies with three or more directors who 
were members of the Bohemian Club in 1991 are listed in Table 3.2. 

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

The clubs are a repository of the values held by the upper-level pres
tige groups in the community and are a means by which these val
ues are transferred to the business environment. The clubs are 
places in which the beliefs, problems, and values of the industrial 
organization are discussed and related to the other elements in the 
larger community. Clubs, therefore, are not only effective vehicles 
of informal communication, but also valuable centers where views 
are presented, ideas are modified, and new ideas emerge. Those in 
the interview sample were appreciative of this asset; in addition, 
they considered the club as a valuable place to combine social and 
business contacts. 19 

THE FEMININE HALF OF THE UPPER CLASS 

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

Due to the general social changes that began in the 1960s, and in 
particular the revival of the feminist movement, the socialization of 
wealthy young women has changed somewhat in recent decades. Most 
private schools are now coeducational. Their women graduates are 
encouraged to go to major four-year colleges rather than finishing 
schools. Women of the upper class are more likely to have careers; 
there are already two or three exampl~s of women who have risen to 
the top of their family's business. They are also more likely to serve on 
corporate boards. Still, due to the emphasis on tradition, there may be 
even less gender equality in the upper class than there is in the profes
sional stratum. 
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The most informative and intimate look at the adult lives of tra
ditional upper-class women is provided in four different interview
and-observation studies, one on the East Coast, one in the Midwest, 
one in the Southwest, and one on the West Coast.20 They reveal the 
women to be people of both power and subservience, taking decision
making roles in numerous cultural and civic organizations but also 
accepting traditional roles at home vis-a.-vis their husbands and chil
dren. By asking the women to describe a typical day and to explain 
which activities are most important to them, these sociologists found 
that the role of community volunteer is a central preoccupation of 
upper-class women. It has significance as a family tradition and as an 
opportunity to fulfill an obligation to the community. One elderly 
woman involved for several decades in both the arts and human ser
vices said: "If you're privileged, you have a certain responsibility. This 
was part of my upbringing; it's a tradition, a pattern of life that my 
brothers and sisters [follow] too."21 

The volunteer role is institutionalized in the training programs 
and activities of a variety of service organizations. This is especially the 
case with the Junior League, which is meant for women between 20 
and 40 years of age, including some upwardly mobile professional 
women. "Voluntarism is crucial and the Junior League is the quintes
sence of volunteer work," explained one woman. "Everything the 
League does improves the situation but doesn't rock the boat. It fits into 
existing institutions."22 Quite unexpectedly, many of the women serving 
as volunteers, fund-raisers, and board members for charitable and civic 
organizations said they view their work as a protection of the American 
way of life against the further encroachment of government into areas 
of social welfare. Some even see themselves as bulwarks against social
ism. "There must always be people to do volunteer work," one com
mented. "If you have a society where no one is willing, then you may as 
well have communism, where it's all done by the government." Another 
stated: "It would mean that the government would take over, and it 
would all be regimented. If there are no volunteers, we would live in a 
completely managed society which is quite the opposite to our history 
of freedom." Another equated government support with socialism: 
"You'd have to go into government funds. That's socialism. The more 
we can keep independent and under private control, the better it is."23 

Despite this emphasis on volunteer work, the women place high 
value on family life. They arrange their schedules to be home when 
children come home from school, and they stress that their primary 
concern is to provide a good home for their husbands. Several of them 
want to have greater decision-making power over their inherited 
wealth, but almost all of them want to be in the traditional roles of 
wife and mother, at least until their children are grown. 
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In recent years, thanks to the pressures on corporations from the 
feminist movement, upper-class women have expanded their roles to 
include corporate directorships, thereby providing another link be
tween the upper class and the corporate community. One study of 
women in the corporate community reports that 26 percent of all 
women directors have upper-class backgrounds, which is very similar 
to overall findings for samples of predominantly male directors. The 
figure is even higher, 70 percent, for the 20 percent of directors who 
describe themselves as having been volunteers before joining cor
porate boards. Many of these women say their contacts with male cor
porate leaders on the boards of women's colleges and cultural 
organizations led to their selection as corporate directors.24 

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

First they must do to class what gender has done to their work
render it invisible. Next, they must maintain the same class struc
ture they have struggled to veiP5 

DROPOUTS, FAILURES, AND CHANGE AGENTS 

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

There are even a few members of the upper class who abandon 
its institutions and values to become part of the liberal-labor coalition 
or leftists. They participate actively in liberal or leftist causes as well 
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as lend financial support. Several liberal and socialist magazines of 
the past and present have been supported by such people, including 
The Nation and Mother Jones. Some of the most visible recent exam
ples of this tendency work through a national network of fifteen 
change-oriented foundations called the Funding Exchange. These 
foundations gave away over $50 million from the time they were 
founded in the 1970s to the 1990s. They receive money from wealthy 
individuals and then donate it to feminist, environmentalist, low
income, and minority-group activists. They also set up discussion 
groups for college-age members of the upper class who are working 
through issues relating to their class backgrounds and thinking about 
providing money for liberal causes. In the case of the Haymarket 
Foundation, the committee that makes the donations (about $400,000 
per year) is composed primarily of activists from groups that have 
been supported by the foundation. This approach provides a way to 
overcome the usual power relations between donors and recipients.26 

CONTINUITY AND UPWARD MOBILITY 

Americans always have believed that anyone can rise [yom 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 fictional books on young boys who had gone from pen
niless adversity to great wealth. In real life, the commentators of his day 
pointed to three or four prominent examples. Subsequent research 
showed that most of the business leaders of that era did not fit the Hor
atio Alger myth. As one historian put it, Horatio Alger stories appeared 
more frequently in magazines and textbooks than they did in reality.27 

Since 1982, the Horatio Alger story line has been taken up by 
Forbes, a business magazine that publishes an annual list of the al
legedly 400 richest Americans. "Forget old money," says the article 
that introduces the 1996 list. "Forget silver spoons. Great fortunes are 
being created almost monthly in the U.S. today by young entrepre
neurs who hadn't a dime when we created this list 14 years ago."28 But 
the Horatio Alger story is no less rare today than it was in the 1890s. A 
study of all those on the Forbes lists for 1995 and 1996 showed that at 
least 56 percent of them came from millionaire families and that an
other 14 percent came from the top 10 percent of the income ladder.29 
These figures are probably an underestimate because it is difficult to 
obtain accurate information on family origins from those who want to 
obscure their pasts. Even those in the upwardly mobile 30 percent 
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often have excellent educations or other advantages. As for the immi
grants on the Forbes list, they too sometimes come from wealthy fam
ilies; contrary to the stereotype, not all immigrants to the United 
States arrive poor, at least not anymore. 30 

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

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

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

As the findings on the rarity of great upward mobility suggest, 
the continuity of the upper class from generation to generation is very 
great. This finding conflicts with the oft-repeated folk wisdom that 
there is a large turnover at the top of the American social ladder. Once 



THE UPPER CLASS AND CORPORATE CONTROL 65 

in the upper class, families tend to stay there even as they are joined in 
each generation by new families and by middle-class brides and 
grooms who marry into their families. One study demonstrating this 
point began with a list of twelve families who were among the top 
wealth-holders in Detroit for 1860, 1892, and 1902. After documenting 
their high social standing as well as their wealth, it traced their 
Detroit-based descendants into the late twentieth century. Nine of the 
twelve families still have members in the Detroit upper class; mem
bers from six families are directors of top corporations in the city. The 
study casts light on some of the reasons why the continuity is not even 
greater. One of the top wealth-holders of 1860 had only one child, who 
in turn had no children. Another family persisted into a fourth gener
ation of four great-granddaughters, all of whom married outside of 
Detroit.33 

A study of listings in the Social Register for 1940, 1977, and 1995 
reveals the continuing presence of families descended from the largest 
fortunes of the nineteenth and early twentieth centuries. Using a list of 
8'7 families from one history of great American fortunes and 66 families 
from another such book, it was discovered that 92 percent of the fami
lies in the first book were still represented in 1977, with the figure falling 
only to 87 percent in 1995. In similar fashion, 88 percent of the families 
in the second book were represented in 1977 and 83 percent in 1995. 
Over half of these families signaled their connection to the founder of 
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 
first name, once again demonstrating the concern with continuity. 34 

The American upper class, then, is a mixture of old and new 
members. There is both continuity and social mobility, with the newer 
members being assimilated into the lifestyle of the class through par
ticipation in the schools, clubs, and other social institutions described 
earlier in this chapter. There may be some tensions between those 
newly arrived and those of established status, as novelists and journal
ists love to point out, but what they have in common soon outweighs 
their differences. 

THE UPPER CLASS AND CORPORATE CONTROL 

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

As shown by the early history of the corporate community discussed 
in the previous chapter, it has never been the case that American cor
porations were primarily owned by separate families, but by groups 
of investors, banks, and other types of financial companies. How
ever, there are nonetheless many such firms in the United States 
today that are often overlooked in discussions about the separation 
of ownership and control. They include 305 firms that had $1 billion 
or more in sales in 2004, topped by Cargill Grains, whose $62.9 bil
lion in revenues and 101,000 employees would have placed it fif
teenth on the 2004 Fortune 500 list of the largest publicly owned 
companies, followed by Koch Oil and Gas ($50 billion, 30,000 em
ployees, twenty-second if on the Fortune list), and Mars Candy 
($18.2 billion, 31,000 employees, 106th if on the Fortune list). The 
list also includes the most important mutual fund, Fidelity Invest
ments ($9.2 billion, 30,500 employees); the ninth largest defense 
contractor, Science Applications International ($6.7 billion, 42,700 
employees); and well-known names like Enterprise Rent-A-Car, Hall
mark Cards, Levi Strauss Ueans), Mervyns Department Stores, and 
Gallo Wines. ' 

Even in the case of publicly controlled corporations, three differ
ent studies provide detailed evidence on, the extent of family involve
ment in the largest American corporations. The first uses both official 
documents and the informal-but often more informative-findings of 
the business press as its source of information. It concludes that 40 per
cent of the top 300 industrials were probably under family control in the 
1960s, using the usual cut-off point of 5 percent of the stock as the crite
rion.35 Analyzing the official records that became available in the 1970s, 
a team of researchers at Corporate Data Exchange provided detailed in
formation on the major owners of most of the top 500 industrials for 
1980, showing that significant individual and family ownership contin
ues to exist for all but the very largest of corporations.36 One individual 
or family is a top stockholder, with at least 5 percent of the stock, in 44 
percent of the 423 profiled corporations that are not controlled by other 
corporations or foreign interests. The figures are much lower among the 
50 largest, however, where only 17 percent of the 47 companies in
cluded in the study shows evidence of major family involvement. The 
small percentage of the very largest industrials under individual or fam
ily control concurs with findings in a third study, which focused on the 
200 largest nonfinancial corporations for 1974-1975. For the 104 com
panies common to the two studies, there are only four disagreements in 
classifying the nature of their control structure, and some of those may 
be due to changes in ownership patterns between 1974 and 1980.37 
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The Family Office 

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

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

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

Holding Companies 

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

Warren Buffett 

Coca-Cola 
Geico 
Washington Post 

Howard Buffett 

ConAgra 
Lindsay Manufacturing 

Source: The Corporate Library. 

Walter Scott, Jr. 

Burlington Resources 
Commonwealth Telephone 
Level 3 Communications 
Valmont Industries 

Charles Munger 

Costco 
Wesco Financial 

The second-richest person in the United States, Warren Buffett, 
the scion of third-generation wealth, operates through a holding com
pany, Berkshire Hathaway. Along with his partners, he sits on the 
boards of several of the companies in which he invests. Table 3.3 lists 
the corporate directorships held by Buffett and his partners.39 

Investment Partnerships 

Some wealthy individuals and families operate through a slightly dif
ferent financial arrangement, an investment partnership, which gives 
them more flexibility than the corporate form. Kohlberg, Kravis, 
Roberts, usually known as KKR, is the best example since the 1980s 
because it was involved in many corporate takeovers. The lead part
ner, Henry Kravis, who is sometimes listed as a self-made person be
cause it is not generally known that his father was worth tens of 
millions of dollars, sat on eight corporate boards in the 1990s, includ
ing Safeway Stores and Gillette, companies that he and his partners 
acquired after 1986. His cousin and partner, George Roberts, joined 
him on seven of those boards and was on one other board as well. 
There can be little doubt about who controlled these companies, or 
about the control of any other companies where investment partner
ships or holding companies have representatives on the board of di
rectors. The takeovers by KKR and similar firms show that firms 
allegedly controlled by their managers can be acquired by groups of 
rich investors whenever they so desire, unless of course they are resis
ted by a rival group of owners.40 



THE UPPER CLASS AND CORPORATE CONTROL 69 

Sometimes investment trusts are started by successful Wall 
Street investment bankers, who raise money fyom super-wealthy fam
ilies. Such was the case with a stock trader at Goldman Sachs in the 
1980s, who went on to found ESL Investments, which in 2004 owned 
52.6 percent of Kmart (67th on the Fortune 500 list in 2004); 28.5% of 
AutoNation, a chain of car dealerships (97th on the Fortune list); and 
26.8 percent of AutoZone, a parts retailer (331st on the Fortune list). 
The former stock trader is now worth an estimated $1.7 billion. 

Other successful investment trusts are put together by people 
with Washington experience, such as a former White House aide to 
Jimmy Carter, who started the Carlyle Group in 1987 with money 
from the billionaire Mellon family of Pittsburgh and began making 
deals that soon involved defense companies. He added several promi
nent Washington insiders, including a former secretary of defense 
from the George H. W. Bush Administration, and the company was off 
and running. Carlyle was the fifteenth largest defense contractor in 
2004 with $1.7 billion in contracts, 1.7 percent of the total defense 
contract budget. The company gained greater visibility in 1995 when 
former president George H. W. Bush became a senior adviser on its 
Asia Advisory Board, traveling to South Korea, China, Kuwait, and 
Saudia Arabia to open doors for the people who made the actual busi
ness deals. It became even better known after 2002 because an es
tranged half-brother of Osama Bin Laden, one of his fifty-two siblings, 
had invested in the company in the late 1990s, along with other 
Saudis.41 

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

, largest corporations in several sectors of the economy show no large 
ownership stake by individuals or families, whether through family of
fices, holding companies, or other devices. Their largest owners, in 
blocks of a few percent, are bank trust departments, investment com
panies, mutual funds, and pension funds. Moreover, interview studies 
suggest that bank trust departments and investment companies are no 
more likely than pension funds to take any role in influencing the 
management of the corporations in which they invest.42 

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

DO PUBLIC PENSION FUNDS HAVE CORPORATE POWER? 

About half of the stock issued by large corporations is now owned by 
what are called "institutional investors," entities such as mutual funds, 
bank trust departments, corporate pension funds, union pension 
funds, and public employee pension funds, which are expected to in
vest other people's money in a financially responsible manner. During 
the late 1980s and early 1990s, several public employee and union 
pension funds, whose assets account for less than 15 percent of all 
pension assets, seemed to be flexing their muscles in corporate meet
ing rooms, attempting to force policy changes and even changes in 
management. Their actions raised the possibility of an "investor capi
talism" in which government employees and unions could challenge 
the prerogatives and power of the traditiopal owners and executives 
inside the corporate community.43 

The effort began with the creation of a Council of Institutional 
Investors in 1985 that brought together corporate reformers with lead
ers of the employee retirement funds for California, Wisconsin, and 
the city of New York. Led by the head of the California retirement sys
tem, the reformers made several efforts to influence corporate behav
ior by introducing various shareholder resolutions calling for more 
responsiveness to stockholders' concerns. All of the resolutions were 
overwhelmingly defeated, although a few corporations did alter their 
policies to allow confidentiality in voting on stockholder resolutions. 
In 1989, at a secret meeting with members of the Business Round
table, the institutional investors were quietly urged to criticize General 
Motors for its poor profit performance. Shortly after this attack began, 
the CEO at General Motors was ousted and new policies were put in 
place. There followed several other successful public campaigns 
against CEOs whose companies were performing poorly, and the 
movement seemed to be launched.44 

But corporate and other private pension fund managers, who 
control the great majority of institutionally held corporate stock, never 
joined the effort. Furthermore, the fledgling challenge to corporate 
managers all but died after a high point in the early 1990s because the 
public pension activists drew criticism from elected officials and some 
of the officials appointed to their boards. The reigning in of the public 
retirement funds was reinforced in 1996 by leadership changes at the 
Council of Institutional Investors, which by then included insurance 
companies, mutual funds, and corporate pension funds as well as pub
lic and union funds. Although pension fund activists opposed the se
lection of a corporate pension fund representative to preside over the 
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council, the majority of members expressed their lack of enthusiasm 
for activism by electing the director of the TRW pension fund as presi
dent. * The vote was widely interpreted as a rebuff to the leaders of 
union funds and activists at public employee funds. 45 

Reflecting on their efforts in September 2000, many of the lead
ing activists expressed disappointment with the cautious approach 
adopted by most institutional investors. The executive director of the 
Council of Institutional Investors said that they had "won the easy bat
tles," such as being able to have nonbinding shareholder proposals 
sent out along with company proxies, but that they were in danger of 
ending up merely writing letters asking executives why they ignore the 
reformers' proposals. She saw the movement at a turning point and 
talked about "closing up shop."46 By 2003, the New York Times called 
the movement a "Revolution That Wasn't," based on interviews with its 
disheartened leaders.47 In 2004, the executive director of the Council 
of Institutional Investors resigned, having grown weary of the conflicts 
between representatives from corporate and union pension funds, 
each of which thwarted reform efforts in their own self-serving ways.48 

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

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

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

* TRW; a manufacturing company, was the 12Sth largest corporation in the country in 
the mid·1990s. 
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CEOs and other top corporate executives are the topic of the next two 
sections. 

WHERE DO CORPORATE EXECUTIVES COME FROM? 

There have been many studies of the class origins of the top executives 
in very large corporations. They most frequently focus on the occupa
tion of the executive's father. These studies show that "between 40 per
cent and 70 percent of all large corporation directors and managers 
were raised in business families, which comprised only a tiny fraction 
of families of that era."49 One study compared business leaders at 
thirty-year intervals over the century and found that the percentage 
whose fathers were business people remained constant at 65 percent.50 

The most extensive study of corporate directors ever undertaken used 
parental occupation, listing in the Social Register, and attendance at a 
prestigious private school to estimate that 30 percent of several thou
sand directors came from the upper class (defined as the top 1 per
cent). Approximately 59 percent came from the middle class, which 
comprises about 21 percent of the population by this researcher's defi
nition, and only 3 percent came from the remaining 78 percent of the 
population (8 percent of the sample was not classifiable).51 

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

THE ASSIMILATION 
OF RISING CORPORATE EXECUTIVES 

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

Whatever the social origins of top managers, most of them are 
educated and trained in a small number of private universities and 
business schools. The results from several different studies reveal that 
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"approximately one-third of those who oversee the nation's largest 
firms attended Harvard, Yale, or Princeton, and two-thirds studied at 
one of the twelve most heavily endowed schools."s2 It is in these 
schools that people of middle-class origins receive their introduction 
to the values of the upper class and the corporate community, min
gling for the first time with men and women of the upper class, and 
sometimes with upper-class teachers and administrators who serve as 
role models. This modeling continues in the graduate schools of busi
ness that many of them attend before joining the corporation. Minor
ity group members who are not from wealthy families show the same 
educational. patterns as other upwardly mobile corporate executives in 
terms of attendance at these same schools. 53 

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

It is the uncertainty quotient in managerial work, as it has come to 
be defined in the large modern corporations, that causes manage
ment to become so socially restricting; to develop tight inner circles 
excluding social strangers; to keep control in the hands of socially 
homogeneous peers; to stress conformity and insist upon a diffuse, 
unbounded loyalty; and to prefer ease of communication and thus 
social certainty over the strains of dealing with people who are 
"different."S4 

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

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

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

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

The assimilation of professional executives into the upper class 
also can be seen in the emphasis they put on profits, the most impor
tant of ownership objectives. This manifests itself most directly in the 
performance of the corporations they manage. Several studies that 
compare owner-controlled companies with companies that have pro
fessional managers at the top show no differences in their profitabil
ity.56 Corporations differ in their profitability, but this fact does not 
seem to be due to a difference in values between upper-class owners 
and rising corporate executives. 

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

CLASS AWARENESS: A CAPITALIST MENTALITY 

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

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

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

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




