
How the Power Elite 
Dominate Government 

The power elite build on their structural economic power, their store
house of policy expertise, and their success in the electoral arena to 
dominate the federal government on the issues about which they care. 
Lobbyists from corporations, law firms, and trade associations playa 
key role in shaping government on narrow issues of concern to spe
cific corporations or business sectors, and the policy-planning net
work supplies new policy directions on major issues, along with 
top-level governmental appointees to implement those policies. 

However, victories within government are far from automatic. 
As is the case in the competition for public opinion and electoral suc
cess, the power elite face opposition from a minority of elected offi
cials and their supporters in labor unions and liberal advocacy 
groups. These liberal opponents are sometimes successful in blocking 
,the social initiatives put forth by the Christian Right, but the corpo
rate-conservative coalition itself seldom loses when it is united. In 
fact, most of the victories for the liberal-labor coalition come because 
of support from moderate conservatives, usually in situations of ex
treme social disruption, such as economic depressions or wars. 

There is only one major issue that does not fit these generaliza
tions, the National Labor Relations Act of 1935. This legislation gave 
employees, with the exception of agricultural, seasonal, and domestic 
workers, the right to join unions and enter into collective bargaining 
with their employers. It was vigorously opposed by virtually every 
major corporation in the country, but the liberal-labor coalition 
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nonetheless prevailed in the context of strong labor militancy. This de
feat for the corporate community is due in part to the defection of the 
Southern Democrats from the conservative voting bloc, which is ex
plained at the end of the chapter. 

THE ROLE OF GOVERNMENTS 

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

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

Sometimes the federal government has to act to protect markets 
from being completely destroyed by the anticompetitive practices of a 
company that thereby grows very large. That is what happened in 
1911, when the Supreme Court ordered the breakup of the Rocke
fellers' huge Standard Oil of New Jersey because of the illegal strate
gies used by John D. Rockefeller, Sr., to destroy rivals. It is also what 
happened in the case of Microsoft, when Netscape sent the Depart
ment of Justice a 222-page paper in 1996, which was later backed up 
by testimony from representatives of Sun Microsystems, AOL, and 
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Table 7.1 Selected Reports from the New York TImes Concerning Illegal 
Actions by Corporations or Individuals in 2003 and 2004 

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

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

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

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

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

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

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

American International Group, an insurance company, agreed to pay $126 
million in penalties and accept a monitor from the Securities and Exchange 
Commission because it arranged illegal loss-hiding transactions for PNC 
Financial Services. December 22,2004, p. Cl. 

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

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

E. Kirk Shelton, former vice-chair of the Cendant Corporation, which sells 
real estate and travel services, was found guilty of an accounting fraud that 
cost shareholders $14 billion when it was discovered in 1998. January 5, 
2005, p. Cl. 
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others. What seemed at first to be innovation turned out to be manip
ulation and intimidation in the tradition of Rockefeller, Sr.3 

Governments are also essential in creating money, setting inter
est rates, and shaping the credit system. Although the United States 
tried to function without a central bank for much of the nineteenth 
century, the problems caused by a privately controlled money system 
were so great that the most powerful bankers of the day worked to
gether to create the Federal Reserve System in 1912.4 The system was 
improved during the 1930s and is now an essential tool of the corpo
rate community in keeping a highly volatile business system from ca
reening off in one direction or another. When the stock market 
crashed in 1987, for example, the Federal Reserve made sure there 
would be no repeat of the Great Depression by instructing large New 
York banks to keep making loans to temporarily insolvent debtors. 
Similar bailouts were performed in the 1990s for problems in Mexico, 
Korea, and a Wall Street investment firm, Long Term Capital Manage
ment, that could have caused large-scale bankruptcies.s 

The federal government also is essential in providing subsidy 
payments to groups in trouble, such as farmers and low-income work
ers, in ways that bolster the market system and benefit large corpora
tions. Farmers received a record $28 billion in direct payments in 
2000, and 16.4 billion in 2003. This program allows large corporations 
to buy commodities at low prices, while at the same time providing 
purchasing power in rural communities throughout the South, Mid
west, and Great Plains.6 At the other end of the economic ladder, low
income employees who work full-time and have children received $30 
billion in 2000 through a program called Earned Income Tax Credits. 
Both corporate leaders and Republicans prefer these year-end govern
ment bonus payments to the old system of welfare payments because 
they increase the labor pool and reinforce the work ethic.7 

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



APPOINTEES TO GOVERNMENT 165 

be passed stipulating that goods could not enter the United States 
from countries that ban unions and use government force to sup
press wages. 

APPOINTEES TO GOVERNMENT 

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

There have been numerous studies of major governmental ap
pointees under both Republican and Democratic administrations, 
usually focusing on the top appointees in the departments that are 
represented in the president's cabinet. These studies are unanimous in 
their conclusion that most top appointees in both Republican and 
Democratic administrations are corporate executives and corporate 
lawyers, and hence members of the power elite. Moreover, they are 
often part of the policy-planning network as well, supporting the claim 
in Chapter 4 that the network plays a central role in preparing mem
bers of the power elite for government service. 8 

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

.. showing that chief executive officers often mention participation in a 
·policy group as a qualification for an appointment to government.9 

.. Reflecting the different coalitions that make up the two parties, 
{there are some differences between the second-level and third-level 
appointees in Republican and Democratic administrations. Republi
cans frequently appoint ultraconservatives to agencies that are thor
oughly disliked by the appointee, such as the Environmental 
Protection Agency, the Occupational Safety and Health Administra
tion, the National Highway Traffic Safety Administration, and the Of
fice of Civil Rights. Democrats, on the other hand, often place liberals 
in the same agencies, creating a dramatic contrast when a Democratic 
administration replaces a Republican one. The Clinton Administra
tion's appointments to the Office of the Attorney GeneraL for example, 
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were far more vigorous in using the antitrust laws to challenge mo
nopolistic corporate practices than those of the Reagan and Bush ad
ministrations. JO As an even more dramatic example, the Food and 
Drug Administration took on the tobacco companies during the Clin
ton years and won, to the amazement of everyone. J 1 

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

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

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

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

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

The secretary of state, Condoleezza Rice, an African-American 
woman from the middle class in Birmingham, earned a B.A. and a 
Ph.D. in international relations from the University of Denver, joined 
the faculty at Stanford University in 1981, and received a fellowship 
from the Council on Foreign Relations in 1986 to work for the Joint 
Chiefs of Staff in the Pentagon. She served in a secondary position on 
the National Security Council during the presidency of George H. W. 
Bush, and then returned to Stanford, where she soon became the sec
ond-ranking officer in the university and joined the boards of directors 
of ChevronTexaco and Transamerica. She is a fellow of the Hoover In
stitution and a member of the Council on Foreign Relations. She left 
her administrative role at Stanford in 1999 to become George W. 
Bush's personal tutor on foreign relations, and then became his na
tional security advisor in 200l. 

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

The secretary of treasury, John W. Snow, was the CEO of CSX, a 
freight transportation company, and a director of Circuit City, John
son & Johnson, and Verizon. He was a member of the Business 
Roundtable. The attorney general, Alberto Gonzalez, raised in a low
income Mexican-Ame.rican immigrant family, served in the air force 
after high school graduation, received a B.A. from Rice University, and 
graduated from Harvard Law School. He then joined the most impor
tant corporate law firm in Texas, Vinson & Elkins. where he worked in 



APPOINTEES TO GOVERNMENT 169 

the business, real estate, and energy group from 1981 to 1995. When 
Bush was elected governor of Texas in 1994, Gonzalez became his gen
eral counsel in 1995 and later was appointed to the Texas Supreme 
Court. He became White House counsel in 2001. 

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

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

The secretary of labor, Elaine Chao, a Chinese-American, is the 
daughter of wealthy immigrants from Taiwan. She graduated from 
Mount Holyoke and the Harvard Business School, worked in manage

, ment for the Bank of America and Citigroup, and served as deputy sec
retary of transportation and then head of the Peace Corps in the 
George H. W. Bush Administration. She has been on the boards of 
Clorox, Dole Foods, and Northwest Airlines, and is a fellow of the Her
itage Foundation and a member of the Council on Foreign Relations. 

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

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

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

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

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

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

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

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

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

SUPREME COURT APPOINTMENTS 

The Supreme Court has a special and unique role in the American 
system of governance. As the final arbiter in major disputes, it has 
been imbued with a mystique of reverence and respect that makes it 
the backstop for the American power elite. 14 While its members are 
to some extent constrained by legal precedent, there is in fact a fair 
degree of discretion in what they decide, as seen in the numerous 
great reversals of opinion down through the years. IS Such reversals 
have occurred most dramatically on the issue of rights for African
Americans. Then, too, a switch in precedents in 1937 by two mem
bers of the court legitimated the crucial legislation having to do with 
union organizing that is discussed toward the end of this chapter.16 
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Coming closer to home, the independent power of the Supreme Court 
was on display for all Americans in the 2000 elections: A highly con
servative court that preached against judicial activism and empha
sized states rights nonetheless overrode the Florida Supreme Court 
and found a way to put a stop to the counting of uncounted votes that 
might have tipped the presidential election to the Democrats. As con
stitutional scholars argued vociferously about the legal reasoning be
hind the Court's majority, the Democratic Party and most Americans 
accepted the decision. 

As the Court's prevention of the Florida recount shows, Supreme 
Court appointments, and deference to their decisions, do matter, which 
is yet another reason why the power elite work so hard to win elections. 
As standard sources conclude from an examination of Supreme Court 
appointments, virtually all appointees have shared the ideological and 
political views of the presidents who appointed them.J7 In effect, this 
means that the Supreme Court reflects the range of acceptable opinion 
within the corporate-conservative coalition. The appointees are also pri
marily from the upper and upper-middle classes, and an "inordinate 
number had served as corporate attorneys before their appointments." 18 

However, they also tend to be from elite law schools, to have experience 
as lower-level judicial appointments or as professors at prestigious law 
schools, and to have been active in a political party. They are subject to 
strong scrutiny by leaders of the American Bar Association and confir
mation by the Senate. 19 

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

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

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

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

THE SPECIAL-INTEREST PROCESS 

The special-interest process consists of the many and varied means by 
which specific corporations and business sectors gain the favors, tax 
breaks, regulatory rulings, and other governmental assistance they 
,need to realize their narrow and short-run interests. The process is 
}carried out by people with a wide range of experiences: former elected 
officials, experts who once served on congressional staffs or in regula-
tory agencies, employees of trade associations, corporate executives 
whose explicit [unction is government liaison, and an assortment of 
lawyers and public-relations specialists. The process is based on a 
great amount of personal contact, but its most important ingredients 
are the information and financial support that the lobbyists have to 
offer. Much of the time this information comes from grassroots pres
sure generated by the lobbyists to show that voting for a given mea
sure will or will not hurt a particular politician.2Q 

Corporations spend far more money on lobbying than their offi
cers give to PACs, by a margin of ten to one. In 2000, for example, the 
tobacco industry, facing lawsuits and regulatory threats, spent $44 
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million on lobbyists and $17 million on the Tobacco Institute, an in
dustry public relations arm, but gave only $8.4 million to political 
campaigns through PACs. More generally, a study of the top 20 defense 
contractors showed that they spent $400 million on lobbying between 
1997 and 2003, but only $46 million on campaign contributions.z1 

The most powerful lobbyists are gathered into a few large firms 
that are large businesses in themselves. These firms, in turn, are often 
owned by the public relations firms that have a major role in the opin
ion-shaping network discussed in Chapter 5. Two former Senate ma
jority leaders, one Democratic and one Republican, are the leading 
figures in the second-largest lobbying firm, whose many clients in
clude Citigroup, Merrill Lynch, and Brown & Williamson Tobacco. 
The issues these finns handle are typical of the special-interest 
process. For example, Pfizer, a pharmaceutical manufacturer, paid one 
finn $400,000 to try to work against a National Transportation Safety 
Board proposal to ban the use of antihistamines by truck drivers. The 
Magazine Publishers of America paid another finn $520,000 to oppose 
a possible 15 percent increase in magazine postal rates.22 

Intricate and arcane tax breaks are one of the most important as
pects of the special-interest process. Thanks to successful efforts in 
1993 to relax rules concerning minimum corporate taxes, and changes 
in 1997 making it possible for corporations to spread tax breaks over 
several years, 12 of 250 profitable large firms studied for the years 
1996 to 1998 paid no federal income taxes. Seventy-one of the 250 
paid taxes at less than half the official rate during those three years. 
General Electric alone saved $6.9 billion.23 

The trend toward increasingly large tax breaks continued from 
2001 to 2003, with the effective tax rate on corporations declining from 
21.7 percent during the last years of the Clinton Administration to 17.2 
perceni: in 2003. Forty-six of 275 major companies studied for 2003 
paid no federal income taxes, a considerable increase from a similar 
study in the late 1990s. A new tax bill in October 2004 added another 
$137· billion in tax breaks for manufacturing and energy companies, 
with General Electric, which spent $17 million in lobbying fees in 2003, 
once again the biggest beneficiary. At the same time, other legal loop
holes have allowed multinational corporations to increase the shelter
ing of profits in foreign tax havens by tens of billions of dollars. 24 

Special interests also work through Congress to try to hamstring 
regulatory agencies or reverse military purchasing decisions they do 
not like. When the Federal Communications Commission tried to 
issue licenses for ove'r 1,000 low-power FM stations for schools and 
community groups, Congress blocked the initiative at the behest of big 
broadcasting companies, setting standards that will restrict new li
censes to a small number of stations in the least populated parts of the 
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country.25 When the Food and Drug Administration tried to regulate 
tobacco, Congress refused authorization in 2000 in deference to the 
tobacco industry. The FDA is now so lax with pharmaceutical compa
nies that one-third of its scientific employees have less than full confi
dence that it tests new drugs adequately, and two-thirds expressed a 
lack of complete confidence in its monitoring of the safety of drugs 
once they are on the market.26 

Some special-interest conflicts pit one sector of business against 
another, such as when broadcasters jockey for advantage against 
movie or cable companies. Sometimes the arguments are within a spe
cific industry, as occurred when smaller insurance companies moved 
their headquarters to Bermuda in 1999 and 2000 to take advantage of 
a tax loophole worth as much as $4 billion annually. Since the bigger 
insurance companies cannot take advantage of this opportunity, they 
supported bipartisan legislation to end the tax benefits of setting up in 
Bermuda. They hired a lobbying firm, several law firms, and a public 
relations firm to press their cause. The small companies countered by 
hiring a different set of law firms and public relations companies.27 

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

"How a person votes on the final piece of legislation is not represen
tative of what they have done. Somebody will do a lot of things dur
ing the process. How many guys voted against the Clean Air Act? 
But during the process some of them were very sympathetic to 
some of our concerns."28 

Translated, this means there are forty pages of exceptions, ex
tensions, and other loopholes in the 1990 version of the act after a 
thirteen-year standoff between the Business Roundtable's Clean Air 
Working Group and the liberal-labor coalition's National Clean Air 
Coalition. For example, the steel industry has thirty years to bring 
twenty-six large coke ovens into compliance with the new standards. 
Once the bill passed, lobbyists went to work on the Environmental 
Protection Agency to win the most lax regulations possible for imple
menting the legislation. As of 1998, after twenty-eight years of argu
ment and delay, the agency had been able to issue standards for less 
than ten of the many hazardous chemicals emitted into the air.29 

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

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

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

THE POLICY-MAKING PROCESS 

General policy-making on issues of concern to the corporate commu
nity as a whole is the culmination of work done in the policy network 
described in Chapter 4. However, the differences between moderate 
conservatives and ultraconservatives sometimes lead to major con
flicts over new policies within the executive branch and the legislative 
process. This was especially the case before the mid-1970s, although 
the moderate conservatives stopped ultraconservatives from going too 
far on some issues during the Reagan Administration. In addition, the 
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power elite have to fend off alternative legislative proposals put for
ward by the liberal-labor coalition at this point in the policy process. 

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

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

.. in the Department of State comes from telecommunication, informa
tion, and electronic companies. CEOs make up the entire membership 

'<of some of these advisory committees. Every government department 
that is of potential interest to the corporate community has such com
mittees.32 (For further information on these advisory committees, see 
www.whorulesamerica.net. ) 

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

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

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

Sometimes general policy battles pit one or two industries 
against the rest of the corporate community, with the aggrieved indus
tries eventually losing out. This is what happened to a large extent in 
the 1950s and 1960s when the textile and chemical sectors blocked at
tempts to reduce tariff barriers and increase world trade. When lead
ers from the Committee for Economic Development were able to forge 
a compromise with textile and chemical spokespersons, the opposition 
in Congress disappeared immediately.33 The same thing happened in 
1987 when the U.S. Chamber of Commerce and the National Federa
tion of Independent Business objected on general principle to a call by 
the American Electronics Association, the Chemical Manufacturers 
Association, and organized labor for a federal program to monitor and 
notify workers exposed to toxic substances in the workplace. The legis
lation was defeated by a Republican filibuster in the Senate because 
the corporate community as a whole feared that such a program might 
provide a thin entering wedge for further demands for regulation.34 

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

However, important parts of this usual picture changed signifi
cantly when President George W. Bush was elected in 2000 in the con
text of Republican control of the Congress and the Supreme Court. 
From the outset, his administration ignored the suggestions of the 
moderate conservatives, casting aside international treaties that they 
had patiently negotiated concerning weapons control and global 
warming. This tendency to govern from a nationalistic and ultracon
servative stance was increased all the more by the terrorist attacks on 
New York and Washington on September 11, 2001, which turned the 
administration's relative disinterest in foreign affairs into an assertive 
nationalism.35 Virtually all foreign policy experts, whether moderates, 
moderate conservatives, or ultraconservatives, supported the retalia
tory attack on Afghanistan and AI Qaeda, but the invasion of Iraq in 
March 2003 was undertaken against the opposition of moderate con
servatives, and without the support of either the United Nations or the 
nation's usual Western European allies. Plans for the occupation 
worked out by the State Department, where moderate conservatives 
were in charge, were ignored in favor of plans by more optimistic and 
inexperienced ultraconservative planners at the Pentagon. Most of 
these decisions were openly disputed by leading moderate conserva
tives in debates at the Council on Foreign Relations, which spilled 
onto the opinion pages of the New York Times and Washington Post. 
Nor did the Bush Administration feel any need to offer the liberal
labor coalition the kinds of concessions on employment and welfare 
issues that were often made in past wars in the name of national unity. 
Except for the need for sixty votes in the Senate to end a filibuster, the 
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ultraconservatives and their Christian Right allies are in control of the 
agenda in Washington. 

THE POLICY PROCESS 
AND THE ORIGINS OF SOCIAL SECURITY 

Several detailed studies could be used to demonstrate how the policy 
process operates. They are of necessity historical in nature so that all of 
the essential information can be assembled, including the behind-the
scenes story of how the last few votes were secured. These studies en
compass the most important twentieth-century initiatives of the power 
elite, everything from the creation of agricultural subsidies to the ori
gins of several key regulatory agencies. They also include the success of 
the conservative voting coalition in defeating innovative economic pro
posals from the liberal-labor coalition in 1946 and 1976.36 

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

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

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

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

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

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

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

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

The old-age plan the cabinet members endorsed was almost ex
actly like the one originaily proposed by the Rockefeller employees. 
However, it did not cover agricultural employees even though the staff 
recommended their inclusion. This exclusion was made in anticipa
tion .of likely opposition from Southern plantation capitalists.4o Al
though the plan was conservative and uncontroversial, some cabinet 
members and Roosevelt began to think about waiting to introduce it 
until unemployment legislation was passed. The Rockefeller experts 
leaked this possibility to the press, and the corporate leaders on the 
Advisory Council insisted that the president keep old-age insurance in 
the package.41 

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

Almost without exception, congressmen and senators from the 
South indicated extreme skepticism of the wisdom of any legisla
tion of a social character which would concentrate further power in 
Washington. Behind this feeling was obviously a fear that unsym
pathetic administrations in Washington would require southern 
states to pay Negroes a benefit which would be regarded locally as 
excessive.42 

Just as the plan was being discussed in Congress, a Supreme 
Court ruling in May 1935, almost undermined the rationale for the 
new legislation and endangered its constitutionality. In a case con
cerning a new government retirement program for railroad employ
ees, the court ruled that pensions and unemployment relief are not 
"proper objects" of legislation under the constitution. Nor are the al
leged positive effects of pensions on the efiiciency and morale of the 
workforce. The preamble justifying the social security proposal there
fore had to be rewritten. It now emphasized that such legislation 
would contribute to the general welfare of the country, which it is per
missible to support under the Constitution. In other words, an ideol
,ogy based in social welfare had to be constructed that stressed needs, 
not efficiency. This change in justification caused the labor-market 
basis of the plan to be lost from sight and contributed to the false no
tion that social workers, liberals, and unions had created the Social 
Security Act.43 

Once the plan finally arrived in Congress, Southern Democrats 
objected to a number of features concerning old-age assistance. They 
modified it so that states could hire their own personnel for local ad
ministration, set their own pension levels, and determine eligibility.44 
However, they accepted the unemployment plan much as it had been 
written because it gave so much discretion to individual states and al
ready allowed them to set their own benefit levels. Labor leaders also 
had their say at this point, objecting to the fact that workers had to 
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pay into the unemployment fund. The plan was amended at their be
hest, but it was a shortsighted victory because it makes unemploy
ment insurance less generous and harder to legitimate than old-age 
insurance, where both workers and employers are taxed. 

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

The Rockefeller group also played a very large role in the imple
mentation of the new legislation after it passed. With the aid of large 
grants [rom the Rockefeller Foundation, the Social Science Research 
Council created a Committee on Social Security and augmented its 
Committee on Public Administration, both of which helped solve ad
ministrative problems and supplied staff personnel for departments of 
the Social Security Administration.45 In addition, the Rockefeller pro
fessor at Princeton became head of the advisory committee that made 
many changes in 1939.46 The system later expanded to include agri
cultural workers, became slightly more generous to low-income re
tirees, and added a regular cost-of-living adjustment. 

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

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

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

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

THE GREAT EXCEPTION: LABOR POLICY 

The corporate community suffered its two biggest setbacks of the 
twentieth century on the issue that matters most to it, labor policy. The 
first came in the turmoil of the Great Depression and in the face of de
termined union-organizing drives. The second happened in the midst 
of the social upheaval and new environmental movement in the late 
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19605. In both cases, the aftermath of the defeats is very instructive for 
understanding the full scope of corporate domination in the United 
States: The corporate community lost the legislative battles, but then it 
chipped away at the agencies created by the legislation until it weak
ened them to the point where they are just about powerless. 

Labor Relations and Union Organizing 

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

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

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

The 1920s were a time of corporate ascendancy and union failure 
in the midst of a growing economy, and it looked like even the small 
union movement that had survived in the building trades, coal mining. 
and garment making was on its way to extinction. But the Great De
pression that began suddenly in 1929, and grew worse for the next 
three years, changed everything. When the Senate unexpectedly 
passed a bill early in 1933 establishing a 30-hour week at the same 
weekly pay rate, desperate corporate leaders decided that they had to 
create a new government regulatory agency, the National Recovery 
Administration. as an alternative. They believed this agency could help 
to restart the economy by bringing business leaders together to set 
minimum wages, minimum prices, and maximum levels of productive 
output. The hope was that the elimination of wage cutting and over
production. which produced cutthroat competition and a vicious 
downward spiral in profits, would allow for the reemployment of 
workers and an increase in purchasing power.48 

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

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

The National Recovery Administration was a complete failure 
that did not contribute to the recovery and was abandoned in less than 
two years, but Section 7a had an electrifying effect on workers and 
union organizers. They interpreted it to mean that the president of the 
United States wanted them to join a union, and within months there 
were strikes and protests in hundreds of locations across the country, 
with workers demanding the right to join unions of their own choos
ing. In the midst of this upheaval, surprised corporate leaders from 
General Electric and Standard Oil of New Jersey (the heart of what is 
now ExxonMobil) suggested a reincarnation of the wartime mediating 
board, and then their real troubles began. They hoped the new Na
tional Labor Board would be able to put an end to the disruption, but 
the simple fact of its existence, as a seeming fulfillment of Section 7a, 
generated even more labor militancy and a new political crisis that the 
corporate community could not contro1.49 

The new labor board consisted of three corporate leaders, three 
union leaders, and New York Senator Robert F. Wagner, who ulti
mately. wrote the legislation that the corporate leaders vigorously op
posed. Ironically, corporate leaders had suggested Senator Wagner as 
the ideal leader for the board because he was supportive of policy sug
gestions fTom moderate-conservative think tanks and enjoyed the trust 
of labor leaders.50 The board developed a set of rules for bringing 
business and labor into collective bargaining, including the idea that a 
union should be recognized if a majority of workers in a factory voted 
in favor of having it represent them. Members of the board then met 
with both sides of the dispute to see if they could mediate, but they 
still had no enforcement power. 

The labor board had some success in its first few months, in part 
because it was dealing primarily with small companies that did not 
have the collective strength to resist. Coal miners and garment work
ers especially benefited. However, large companies, notably in mass
production industries, began to defy the board's authority as the 
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economy improved. Moreover, union leaders on the board insisted 
that there should not be more than one union representing workers in 
each company, which they had not demanded in the past. The corpo
rate moderates resisted this step. They did not want to risk the possi
bility that most American workers would be organized into inclusive 
unions that might eventually provide a challenge to corporate power 
inside and outside the workplace. 

The idea of collective bargaining was acceptable to the sophisti
cated conservatives in the corporate community if it was voluntary 
and primarily involved a number of separate craft unions, and left 
room for their employee representation plans to hold on to some 
workers, which meant in practice that the corporations could divide 
and conquer. But even in the midst of an economic crisis, they contin
ued to bitterly oppose collective bargaining if it was mandated by law 
and had the potential to unite craft and industrial workers. 51 When 
Senator Wagner and several liberal Democrats suggested that majority 
rule should be made into law and that fines should be levied against 
those who refused to follow governmentally sanctioned rules that 
spelled out good-faith collective bargaining, the corporate leaders 
serving on the board turned against it. In addition, many corporations 
began to fire union organizers, hire detectives to break up strikes, 
stockpile weapons and dynamite, and in a few cases make contact 
with right-wing vigilante groups.52 

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

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

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

Instead, the Southern Democrats sided with the liberal Demo
crats. This unusual agreement on a labor issue was possible due to a 
simple expedient, the exclusion of agricultural, seasonal, and domes
tic workers from the protection of the act, the same bargain made in 
the case of the Social Security Act. The exclusion of agricultural work
ers also made it easier for the progressive Republicans from the pre
dominantly agrarian states of the Midwest and Great Plains to support 
the legislation, leaving the employers of Northern industrial labor al
most completely isolated. As a perceptive observer from the 19305 
wrote: 

Most of our social legislation, in fact, has been enacted as a result 
of a political "deal" between organized labor and the farm groups. 
The basis of this deal has always been: we, the farm representatives, 
will not object to this legislation, if you, the representatives of orga
nized labor, will agree to exempt agricultural employees. 54 

This compromise was fully understood at the time. When the 
leader of the Socialist Party wrote Senator Wagner to ask why agri
cultural workers had been excluded from the bill, he replied that he 
was "very regretful of this," but that they had not been included be
cause he thought it "better to pass the bill for the benefit of industrial 
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workers than not to pass it at all, and the inclusion of agricultural 
workers would lessen the likelihood of passage so much as not to be 
desirable."55 

Further support for this analysis can be found in events that un
folded after the legislation passed. Due to disruptive sit-down strikes 
throughout the North in 1937, along with attempts to create racially 
integrated industrial unions in some parts of the South, the Southern 
Democrats quickly turned against the act, doing everything they could 
to undermine it throughout the years leading up to World War II. 
When Republicans gained control of Congress for a two-year period in 
1946, the Southerners joined with them in passing conservative 
amendments that had severe consequences for the union movement. 
When the liberal-labor coalition worked very hard to elect a Demo
cratic Congress and president in 1948, it argued that the Democrats 
should remove the conservative amendments because of the large 
liberal-labor contribution to their victory. But the Southern Demo
crats would not agree to do so. 56 

Unions lost more ground to the conservative voting bloc on 
union issues in 1959, 1961, and 1967. Then, they were defeated in 
1978 by a filibuster in the Senate in their attempt to make improve
ments in the laws concerning union organizing. They have offered no 
new legislative initiatives of any significance since that time. In effect, 
then, the history of union-related legislation since 1935 is as follows: 
During the New Deal, the union leaders conceded to government the 
right to regulate methods of union organizing in exchange for govern
mentally protected rights, then had those rights taken away gradually 
by a series of legislative amendments, negative rulings by the National 
Labor Relations Board, and court decisions. 57 

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

The Occupational Safety and Health Administration 

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

Occupational safety and health arrived on the legislative agenda 
due to the general social upheaval, environmentalism, and tight labor 
markets of the late 1960s, along with the increasing scientific evidence 
that asbestos and some industrial chemicals are dangerous to work
ers. President Lyndon Johnson had his staff prepare new legislation on 
the issue as part of his anticipated reelection campaign of 1968, and 
then President Nixon decided to back a weaker version of the program 
as part of his strategy to win blue-collar workers as Republican voters. 
The standards created by the corporate community's own American 
National Standards Institute were written into the legislation as a 
starting point. 58 

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

As the new Occupational Safety and Health Administration 
slowly tried to develop its own standards, the corporate community 
fought back with a strategy of withholding information, delay, and 
litigation. The corporate leaders also launched a strong ideological 
campaign, blaming government regulation for a recent decline in eco
nomic productivity, but public opinion remained supportive of safety 
and health regulations nonetheless. In the 1980s, however, the en
forcement powers of the agency were scaled back through legislative 
amendments, budget cuts, and court rulings. 59 Once again, the pas
sage of legislation does not tell the full story. 

Predictably, the corporate community registered a massive 
protest in November 2000, when the Occupational Safety and Health 
Administration issued its first new standards in twenty years. The rul
ings, intended to reduce repetitive stress injuries such as back strain 
and carpal tunnel syndrome, covered 102 million workers at 6 million 
workplaces. The U.S. Chamber of Commerce, the National Association 
of Manufacturers, and numerous trade associations claimed the stan
dards were a parting gift to organized labor by President Clinton, even 
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though the intent to create such standards was first announced in 1990 
by a Republican appointee, and then delayed by Congress in 1995, 
1996, and 1998 through legislative amendments. They were over
turned by Congress in March 2001 after a vigorous lobbying effort by 
the corporate-conservative coalition.60 

Although it is hard to imagine that the Occupational Safety and 
Health Administration could be even less effective than it has been in 
the past, it achieved this feat in the first four years of the twenty-first 
century. For example, a set of rules to stem the return of tuberculosis 
in the workplace was cancelled, along with several unfinished plans 
for new regulations. Responses to complaints took longer to process, 
and there were fewer enforcement actions. 61 

WHY CORPORATE LEADERS FEEL POWERLESS 

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

These feelings have been documented by a journalist and politi
cal scientist who observed a series of meetings at a policy discussion 
group in which the social responsibilities of business were being dis
cussed. The men at these meetings were convinced that everybody but 
them was listened to by government. Government was seen as respon
sive to the immediate preferences of the majority of citizens. "The 
have-nots are gaining steadily more political power to distribute the 
wealth downward," complained one executive. "The masses have 
turned to a larger government." Some even wondered whether democ
racy and capitalism are compatible. "Can we still afford one man, one 
vote? We are tumbling on the brink," said one. "One man, one vote has 
undermined the power of business in all capitalist countries since 
World War II," announced another. "The loss of the rural vote weakens 
conservatives."62 

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

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

It would be better if the recession were allowed to weaken 
more than it will, so that we would have a sense of sobriety.63 

The negative feelings these corporate leaders have toward gov
ernment are not a new development in the corporate community. A 
study of business leaders' views in the nineteenth century found that 
they believed political leaders to be "stupid" and "empty" people who 
go into politics only to earn a living. As for the ordinary voters, they 
are "brutal, selfish and ignorant." A comment written by a business 
man in 1886 could have been made at the meetings just discussed: "In 
this good, democratic country where every man is allowed to vote, the 
intelligence and the property of the country is at the mercy of the ig
norant, idle and vicious."64 Even in the 1920s, when everyone agrees 
that business was at the zenith of its powers, corporate leaders sang 
the same tune.65 These findings undercut any claim that business hos
tility toward government stems largely from the growth of govern
ment programs during the New Deal. 

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

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

Whether the issue is understood explicitly, intuitively, or not at all, 
denunciations serve to establish and maintain the subservience of 
government units to the business constituencies to which they are 
actually held responsible. Attacks upon government in general place 
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continuing pressure on governmental officers to accommodate their 
activities to the groups from which support is most reliable.66 

There also seems to be an ideological level to the corporate 
stance toward government, which is based in a fear of the populist, 
democratic ideology that underlies American government. Since 
power is in theory in the hands of all the people, there is always the 
possibility that some day the people, in the sense of the majority, will 
make the government into the pluralist democracy it is supposed to 
be. In the American historical context, the great power of the domi
nant class is illegitimate, and the existence of such power is therefore 
vigorously denied.67 

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

1. The government can hire unemployed workers to do neces
sary work relating to parks, schools, roadways, and the environment. 
Such government programs were a great success during the New 
Deal, when unemployment reached 25 percent and social disruption 
seemed imminent, but they were quickly shut down at the insistence 
of business leaders when order was restored and the economy began 
to improve.68 

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

3. Although the power elite appreciate the value of old-age, dis
ability, and unemployment insurance, they worry that politicians 
might allow these programs to become too generous. In fact, these 
programs expanded in response to the turmoil of the 1960s and 1970s 
to the point where the Reagan Administration felt it necessary to cut 
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them back in order to reduce inflation and make corporations more 
profitable.69 

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

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

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

THE LIMITS OF CLASS DOMINATION 

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

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

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

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

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




