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Parties and Elections

Elections hold the potential for citizens to shape public policy through support
for candidates that share their policy preferences. But have elections delivered
on their promise in the United States? To provide perspective on this question,
it is useful to begin with a brief discussion of how the expansion of voting rights
in most Western countries in the nineteenth and early twentieth centuries was
hedged in by changes in the way elections were organized.

ELECTORAL RULES AS CONTAINMENT STRATEGIES

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

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

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

ELECTORAL CONSTRAINTS AND VOTER SUPPRESSION
IN AMERICA

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

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

Conflicts over electoral rules then declined in the face of t'he increasing
strife between the North and South in the 1840s and 1850s, and the ensuing
Civil War. However, the same tensions returned in the 18705 due to the growth
of the Greenback-Labor Party,an anticorporate farmer-labor alliance, which won
13 of the 293 seats in the House in 1878. There was even a small group of wor-
ried conservatives who thought that proportional representation might be nec-
essary. However, the collapse of the Greenback-Labor Party because of mutual
suspicions between its farmer and labor wings ended any discussion of changing
the electoral rules (Ahmed 2013a, Chapter 4). Both parties decided they could
contain any potential threats that might develop from African American voters in
the South or from the fast-growing working class in the North by manipulating
the boundaries of House districts ("gerrymandering") and by engaging in various
types of voter suppression.

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

As for voter suppression, Southern Democrats used poll taxes, literacy tests,
and violence between the 1880s and 1965 to keep African Americans from vot-
ing, and in the process disenfranchised many low-income white voters as well
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(Kousser 1974). Beginning in the 1970s, Republicans made frequent accusations
of voter fraud, demanded proof of citizenship, mandated picture IDs, and arbi-
trarily purged voter rolls to suppress voting by low-income people from com-
munities of color in the states they controlled, although state-level courts blocked
some of these efforts shortly before the 2012 elections (Davidson, Dunlap, Kenny,
and Wise 2004; Hasen 2012; Piven, Minnite, and Groarke 2009, Chapter 6).1he
result of these combined party efforts to suppress voting by some groups, which
included several other stratagems besides those already mentioned, such as reject-
ing same-day voter registration and weekend voting, is a constricted electorate
that is skewed toward white and higher-income citizens.

HOW GROWTH COALITIONS CHANGED
ELECTORAL RULES

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

1he local growth coalitions reacted to these challenges in 1894 by creating
a national-level policy-planning organization, the National Municipal League,
at a meeting that included 150 city developers, lawyers, political scientists, and
urban planners from 21 cities in 13 states. The organization gradually developed
a number of potential changes in electoral rules (called "reforms") that added up
to a containment strategy. These changes were presented as efforts to eliminate
corruption, reduce costs, and improve efficiency, but each of them lowered voter
turnout and thereby made it more difficult for Democrats and Socialists to win
elections (Alford and Lee 1968).1hree of the reforms were especially important:

1. Off year elections. Itwas argued that local elections should not be held
in the same year as national elections because city issues are differ-
ent, which obscured the many policy connections between local and
national levels;

2. Nonpartisan elections.It was claimed that parties should not playa role
at the local level because the citizens of a community have common
interests that should not be overshadowed by partisan politics. This
reform made it necessary for candidates to increase their name recogni-
tion because voters could no longer rely on the labels "Democrat" or
"Socialist" to identify the candidates with whom they sympathized.
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3. Citywide elections.It was argued that districts do not have the same
usefulness that they do at the congressional level because the problems
facing members of a city council involve the city as a whole and not
separate neighborhoods. The elimination of city electoral districts made
it more difficult for neighborhood leaders, whether Democrats, Social-
ists, or ethnic and racial minorities, to hold their seats on city councils,
because they did not have the money and name recognition to win
citywide elections.

1he National Municipal League's efforts did not produce many successes
until it was able to take advantage of the fear and patriotism created during
World War I, branding the Socialists as antiwar traitors. By 1919,.;"thad been able
to implement its ideas in 130 cities, and it continued to make gains in the next
several decades (SchiesI 1977). By 1991, 75 percent of American cities had non-
partisan elections and 59 percent used citywide elections. The successful resistance
to the package of reforms came from large cities with strong Democratic Party
organizations (Renner and DeSantis 1994).

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

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

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

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

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

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

WHY ONLY TWO MAJOR PARTIES?
In sharp contrast to countries that use proportional representation to elect their
legislatures, in which there are always four or more substantial political parties,
there have been only two major parties for most of American history. The lone
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exceptions were a brief one-party era from about 1812 to 1824, after the Federal-
ist Party collapsed, and a few years in the 18505, when the conflict over extending
slavery into Kansas and Missouri led to the breakup of the short-lived Whig Party.
Due to the very rapid disintegration of the Whigs between 1852 and 1856, the
Republican Party that developed in 1854, based on its uncompromising stance
toward the extension of slavery westward, does not really qualify as a third party
because it replaced the Whigs so quickly.

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

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

The simple fact that only one person can win the presidency or be elected
to Congress from a given state or district leads to a two-party system by creat-
ing a series of "winner-take-all" elections. A vote for a third-party candidate of
the right or left is in effect a vote for the voter's least-favored candidate on the
other side of the political spectrum. Because a vote for a third-party candidate of
the left or right is a vote for "your worst enemy," the usual strategy for those who
want to avoid this fate is to form the largest possible pre-election coalition, even

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

Third parties of the left or right therefore seldom last for more than one or
two elections and rarely receive more than 1 to 2 percent of the vote when they
do persist, but they can have dramatic impacts on the overall results. In 2000,
Ralph Nader and the Green Party contributed to President Bush's victory by
taking just enough votes from Democrat Albert Gore in New Hampshire and
Florida to give their electoral votes-and the presidency-to Bush. It was the
first time in history that a leftist party had any major influence on the outcome of
a presidential election, which led to deep and lasting anger toward Nader and the
Green Party on the part of liberals, feminists, environmentalists, and civil rights
activists, and to the near-total exclusion of Nader from any liberal-labor forums
for many years.

What is less known is that the tiny Libertarian Party to the right of the
Republicans cost the Republicans a Senate seat in Nevada in 1998, a Senate seat
in Washington in 2000, a Senate seat in South Dakota in 2002, a Senate seat in
Montana in 2006, and the governorships of Oregon and Wisconsin in 2002 by
winning far more votes than the margin by which the Republican candidates
lost to their Democratic opponents (Miller 2002). It is also likely that Liber-
tarian candidates made it possible for Democrats to win the governorship and
retain a senatorial seat in Montana in 2012 by winning nearly 17,000 votes in
a governor's race that was decided by a margin of just 8,300 votes and by win-
ning nearly 30,000 votes in a senatorial-race decided by 18,000 votes. In addi-
tion, another third party to the right of the Republicans, the Constitution Party,
helped to defeat the incumbent Republican senaror in Oregon in 2008 by win-
ning 5.2 percent of the vote in an election that the Democrat won by 48.9 percent
to 45.6 percent.

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

"This analysis is not contradicted by the 19 percent of the vote that H. Ross Perot received in 1992,
running as the candidate of his Reform Party, because his party was positioned between the two
major parties. As a centrist party, it drew votes from independents as well as partisans of both parties,
and hence was not more threatening to one than the other. Perot's vote was also unusual because he
spent $72 million of his own money to promote his candidacy in 1992, which was the equivalent of
$118.8 million in 2012.
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of parties, which they condemned as "factions" that are highly divisive. Parties arc
a major unintended consequence of their deliberations, and it was not until the
1830s and 1840s that a new generation of political leaders finally accommodated
themselves to the idea that the two-party system was not disruptive of rule by the
wealthy few (Hofstadter 1969).

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

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

REPUBLICANS AND DEMOCRATS

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

Although there are many differences between the two parties, the most
important point in terms of articulating a class-domination theory of power is
that different segments within the ownership class controlled both parties for
most of their history, as discussed further in Chapter 8. After the ratification
of the Constitution in 1789 settled the major issues between the Northern and
Southern segments of the ownership class, at least until the 1850s, it did not take
long for political parties to develop. From the day in 1791 when wealthy Virginia
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plantation owners made contact with landowners in upstate New York to create
what was to become the first incarnation of the Democratic Party, the two par-
ties represented different economic interests within the upper class. For the most
part, the Democrats were originally the party of agrarianwealth, especially in the
South, the Republicans the party of bankers, merchants, industrialists, and small
farmers in the North (Domhoff1990, Chapter 9).

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

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

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

The Spending Coalition

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

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

The basic core in this spending coalition was the approximately 100 Demo-
crats from the segregationist states and the 50 to 60 machine Democrats from
major urban areas outside the South, which together controlled the House and
Senate committees of concern to them through their seniority and their shared
interest in government spending. However, after World War II this core coalition
had to be augmented by some of the 100 liberal non-Southern Democrats who
were supportive of government spending programs. For the most part, the lib-
eral Democrats received nothing in return on two of their most important issues,
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unions and civil rights. Instead, they had to settle for incremental improvements
on economic and welfare issues crucial to the lives of average Americans, which
they were often able to win when they could attract the support of machine and
Southern Democrats. These victories included increases in the minimum wage,
increases in old-age pensions, the addition of disability insurance to the Social
Security Act, and increases in unemployment and welfare payments, food stamps,
and rent subsidies.

The Conservative Coalition

Despite the mutual back-scratching that bound the Democrats on many issues,
they differed among themselves on the issues of greatest concern to the corpo-
rate rich: union rights, the regulation of business, progressive taxation, and the
limitation of civil rights for African Americans. These are precisely the issues that
defined class conflict before 1965 because the limitation of civil rights was essential
to planters for the coercive control of their low-wage African American workforce
(Patterson 1967; Potter 1972). As a result, the Southern Democrats and Repub-
licans formed a conservative coalition in 1938 that voted together on anywhere
from 15 to 40 percent of the votes that were taken in any given two-year session
of Congress and was generally successful, as shown by detailed studies of roll call
votes (Shelley 1983).1he coalition gradually became less important because of the
growing number of Southern Republicans in Congress. As late as 1996, however,
with conservative white Southern Democrats accounting for less than 30 votes in
the House, the conservative coalition still formed on 11.7 percent of the congres-
sional votes and was successful 98.9 percent of the time. The Southern Democratic
votes were essential to 33 of 51 conservative victories in the House in that year,
offsetting defections by the handful of moderate Republicans from the Northeast
that were still in office (CQ1996).

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

Nor were the disagreements over unions and civil rights between Southern
Democrats and machine Democrats as divisive for the party as they might at first
appear to be. Machine Democrats, who were regularly returned to tpe House and
thereby attained considerable seniority, backed the Southern Democrats on issues
of party leadership and the retention of the seniority system. At the same time,
they were able to maintain liberal voting records by supporting the tepid labor,
civil rights, and social welfare legislation that did come up for a vote, thereby satis-
fying their labor and liberal constituencies. "By voting right," concluded a reporter
who covered Congress for the U0ll Street Journal in the 1960s, "they satisfied lib-
eral opinion at home; by doing nothing effective, they satisfied their Southern
allies in the House" (Miller 1970, p. 71). This reporter's observations are supported
by a systematic quantitative study based on all committee roll call votes from 1970
to 1980 (Unekis 1993,pp. 96-97).

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

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

PARTY PRIMARIES AS GOVERNMENT STRUCTURES

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

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

Put another way, parties are not fully independent organizations that con-
trol membership and choose their own leaders, as they are in most other demo-
cratic countries and once were in the United States. Since anyone can register with
the government to be a member of a party, party leaders cannot exclude people
from membership based on political beliefs. Furthermore, people registered in the
party can run in its primaries for any office, so party leaders and party conventions
have very little influence on the policies advocated by its candidates. In effect, a
party stands for what the successful candidates in primaries say it stands for. Party
leaders can protest and donors can withhold crucial campaign funds, but the win-
ners in the primaries, along with their many political consultants and fundraisers,
are the party for all intents and purposes.1his is a major difference from political
parties in most other countries.

As a result of these changes, American voters gained the opportunity to
decide which individuals from rival groups and classes would have the opportunity
to compete in the general elections. Primaries force candidates to mingle with
everyday people and pay attention to them. In the process, even incumbents are
graphically reminded that they can be deposed if they are not attentive. The need
for political candidates to interact with individuals from the general public puts
limits on the degree to which money, advertising, and name recognition can shape
the outcome of elections.



146 PARTIES AND ELECTIONS

The use of primaries by insurgents also led to some surprising victories for
them in the twentieth century. In 1934, in the midst of the Great Depression,
the most famous leftist of his day, the prolific author Upton Sinclair, switched
his party registration from Socialist to Democrat. He then announced that he
would run for governor of California on a detailed program to End Poverty In
California (EPIC), which featured a mixture of socialist and self-help ideas. He
organized his supporters into EPIC clubs, thereby giving them an identity that
distinguished them from other Democrats, with whom his leftist supporters did
not want to be associated. He proceeded to win the prirnarywith 51 percent of the
vote in a field of seven candidates. After an extraordinary campaign in which the
incumbent Republican governor promised to embrace many New Deal programs,
Sinclair lost the general election with 37 percent of the vote. But the Democratic
Party was forever changed in California because many young libtral and socialist
activists ran for other offices as part of Sinclair's campaign, and later started a set
ofliberal California Democratic Clubs throughout the state that transformed the
party (Carney 1958; Mitchell 1992).

In 1968, antiwar liberals entered Democratic presidential primaries to regis-
ter their strong opposition to the Vietnam War and did so well that the incumbent
president, Lyndon B.Johnson, chose not to run again (Rising 1997). A major civil
rights leader from the 1960s to early 2000s, Jesse Jackson, ran solid presidential
campaigns in the 1984 and 1988 primaries. In fact, he received more votes in the
1988 primaries than either future president Bill Clinton or future vice president
Albert Gore, thereby establishing his credibility with white Democratic politi-
cians that previously ignored him. However, the suspicions and tensions between
him and the leftist activists who temporarily joined him were too great for them
to build a lasting organization (Barker and Walters 1989; Ce1si 1992).

And yet, it was ultraconservatives that made by far the most successful use
of party primaries, taking their platform and strong separate social identities as
"Young Americans for Freedom" into Republican primaries in 1964 to secure
the presidential nomination for Senator Barry Goldwater of Arizona. Although
Goldwater lost badly in the regular election, his "state's rights" platform (a code
word signifYing that the Republicans would not try to end segregation in South-
ern states) started the movement of the solid Democratic South into the Republi-
can Party in response to the Civil Rights Act of1964. His campaign also recruited
a new cadre and steeled the determination of his followers to take over the party
at the grassroots level over the next three decades.

THE BIG, NOT DETERMINATIVE, ROLE OF CAMPAIGN
FINANCE
In an electoral system in which party differences often become blurred, and the
emphasis on the character and image of each candidate looms large, the corporate
rich can play an important role through large campaign contributions used to
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raise name recognition and craft a winning image. The role of wealthy donors and
fundraisers is especially crucial in determining which candidates eoter primaries
and do well. In particular, it is the need for a large amount of start-up money-to
travel around a district or the country, to send out mass mailings, to schedule
television ads in advance-that gives the corporate rich and their employees in
lobbying and public relations a very direct role in the process right from the start.
In a detailed study of campaign finance in the 19505, well before primaries were as
important as they came to be later, they were called a "choke point" in American
politics (Heard 1960, p. 34).

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

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

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

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

Although the corporate community and the growth coalitions a"'the larg-
est donors to Democratic as well as Republican candidates, analyses of PAC dona-
tion patterns at the congressionalleve1 provide strong evidence that the differences
between the corporate community and the liberal-labor alliance nonetheless man-
ifest themselves in the electoral process. These studies show that corporate PACs
usually support one set of candidates and liheral and labor PACs a different set.
Not all corporate PACs give to the same candidates, but they seldom give to
two different candidates in the same race (Neustadtl, Scott, and Clawson 1991).
These conclusions, based on sophisticated statistical analyses, were bolstered by
interviews with PAC executives, which revealed there is a large amount of coor-
dination among corporate PACs. Furthermore, candid interviews with corporate
PAC managers by the same researchers revealed that they sometimes support
Democrats for one or more of three atypical reasons: (1) because the Democrat is
a moderate or conservative, usually from a rural area; (2) to maintain access to a
Democrat who sits on a congressional committee important to the corporation; or
(3) as a favor to another corporation that wants to maintain access to the Demo-
crat (Clawson, Neustadt!, and Weller 1998).

Moreover, there is systematic evidence from an exhaustive quantitative anal-
ysis of thousands of roll call votes in the House of Representatives between 1991
and 2006 that the corporate and trade association PACs have a larger influence
than the union PACs. A comparison of the degree to which legislators voted the
same way with the degree to which they received money from the same pro-
business or pro-labor PACs, based on tens of thousands of statistical comparisons
between pairs ("dyads") of donors and recipients, showed that business PACs had a
significant impact in every two-year session during that 16-year time span. How-
ever, labor PACs had an influence in only a few sessions; in addition, the business
influence was greater than the labor influence in the few instances in which the
labor PACs had any influence at all (Peoples 2007).1he credibility of these lind-
ings is sttengthened by a more general causal analysis of PAC effects during the
same time period (Peoples 2010). It is further supported by a study of campaign
donations and voting patterns in the Canadian House of Commons in the late
1990s, which revealed that neither business nor labor donations had any impact.
This cross-national comparison demonstrated that the House of Representatives
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is more susceptible to outside influences than its Canadian counterpart (Peoples
and Cortari 2008),

Donations by business PACs continued to be large in 2012, with busi-
ness giving $329,7 million to candidates in both parties, 63 percent of which
went to Republicans. Unions, by contrast, contributed less than one-fifth that
amount, $58.3 million, 90 percent of which went to Democrats. Even within the
Democratic Party, business PACs contributed 2.3 times as much as labor PACs,
$122.6 million to $52.4 million (OpenSecrets 20l2d).

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

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

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

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

Wealthy liberals initially refused to support secretive funding groups, based
on their principled objections to both secrecy and unlimited donations. Republican
donors therefore seemed likely to have a large edge in undisclosed funding once
again in 2012. However, as the ultraconservative attack ads escalated, many liberals
decided that their only hope for any reform in campaign finance would necessitate
the election of more Democrats. The result was equally secretive groups on the
Democratic side in 20121 such as Patriot Majority USA, which ran ads criticizing
Romney for several of the business deals carried out by his private equity firm in
the 1990s, and for keeping tens of millions of his estimated $250 million in over-
seas tax havens; it also criticized specific ultraconservative billionaires for running
self-serving ads against President Obama and other Democrats (Draper 2012).
Democrats also created several other secretive super PACs, such as the Majority
PAC and the House Majority PAC, to help out with Senate and House races. The
three Democratic super PACs were mostly supported by wealthy liberals, but in
the last two weeks of the campaign they were unexpectedly given $9.7 million by
several unions (Choma 2012). Although the pro-Democratic money machines
did not come close to matching the funds provided by Republican super PAC
supporters, they did help provide the necessary minimum to compete, especially
for last-minute efforts to turn out Democratic voters.

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

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

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

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

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

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

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

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

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

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

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

President Ohama disappointed many liberals in 2008 when he decided to be
the first presidential candidate in either party since 1976 to forgo public financ-
ing for his campaign, even though he had promised a year earlier to continue this
reformist innovation if his opponent also agreed to do so. As a result, he outspent
his Republican opponent by nearly three to one from September 1 to election
day, and in the process "ranmore negative ads than any presidential candidate in
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modern history" (Lizza 2012, p. 39). He justified his decision to abandon public
financing in part with the claim that his campaign had created a parallel pub-
lic financing system of small donors (defined as people who give $200 or less)
via the Internet and door-to-door campaigning . .Although he did raise approxi-
mately $200 million in donations from these small donors and had more donors
(3.1 million) than any previous campaign, his dependence on small donors turned
out to be exaggerated. Subsequent close scrutiny of the final campaign finance
reports showed that many of the seemingly small donors gave $200 or more several
times in the course of the campaign. Only 26 percent of his donations actually came
from people who gave $200 or less, which was about the same as the percentage of
small donors for George W. Bush in 2004. Almost half of the mon.;:y donated to
Obama came from people who gave $1,000 or more (Luo 2008b; J'\iIalbin2008).

President Obama's basic donor network remained largely intact in 2012,
although there was turnover for a variety of reasons, including disappointments
with the administration's approach to some issues and the appointment of about
one-third of his 556 bundlers for 2008 (or their spouses) to governmental posi-
tions and committees. Most striking, close to 80 percent of those that collected
$500,000 or more received high administrative positions (Public Citizen 2012;
Schulte, Farrell, and Borden 2011). According to estimates by the Center for
Responsive Politics, about 25 percent of his 2012 funding was raised by 758 bun-
dlers, which is 202 more than he had in 2008. They were led by 178 lawyers that
raised $41.8 million, 90 members of the financial services industry ($21.9 million),
41 in the entertainment industry ($11.4 million), and 26 in the computer industry
($6.6 million). Thirty-seven of his bundlers raised $1 million or more, including
Penny Pritzker ($1.1 million) and James Crown ($1 million), although they were
not as active and visible as they were in his campaign in 2008 (OpenSecrets 20l2a;
OpenSecrets 2012b).

This time the president received 28 percent of his funds from small donors,
around $215 million, compared to 12 percent for Romney, by means of the same
aggressive outreach program through social media and door-to-door campaigning
that he used in 2008 (Campaign Finance Institute 2013). He also received sup-
port from the "education industry," consisting mainly of universities, which gave
$19.5 million to him and only $3.1 million to Romney because of the Republicans'
changing stance toward federal support for education and the skeptical comments
some of them make about the value and validity of scientific research. For example,
85 percent of $2 million contributed by employees of Harvard University went to
Democrats, as did 76 percent of$1.7 million from Stanford employees, 82 percent
of$721,600 from employees of the University of Texas, and 96 percent 0£$599,000
from employees of the University of Chicago. (Between 1990 and 2012, professors,
administrators, and staff at universities increased the percentage of their donations
going to Democrats from 59 to 76 percent.) (OpenSecrets 2012c).

There was one major difference with the 2008 campaign: The president
received far less support from Wall Street, which gave him $14.5 million in 2008
with much of it coming after September 1, when his Republican opponent was
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limited in his private fundraising efforts by his acceptance of public spending. In
sharp contrast to 2008, the president received only 39 percent as much, $5.5 million.
Romney, on the other hand, with many connections to the financial community
through his past membership in it as the owner of a private equity firm, raised
$18.3 million there. However, it was not simply past relationships with Romney
that influenced many high-profile financiers' donation decisions. They already had
expressed their public disapproval of the president for criticizing their role in events
leading up to the 2008 meltdown and for supporting the financial reform legisla-
tion passed in 2010 against their strong objections (OpenSecrets 2012g).

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

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

OTHER CORPORATE SUPPORT FOR CANDIDATES
As important as large campaign donations are in the electoral process, there are
also numerous other methods by which the corporate rich provide support to the
politicians they favor. One of the most direct is to purchase property from them
at a price well above the market value. Back in 1966, for example, just this kind
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of favor was done for a future president, Ronald Reagan, shortly after he became
governor of California, Twentieth-Century-Fox purchased several hundred acres
of his land adjacent to its large outdoor set in Malibu for nearly S2 million, triple
its assessed market value and 30 times what he had paid for it in 1952, The land
was never utilized and was later sold to the state government. It was this transac-
tion (which netted $14.3 million in 2012 dollars) that gave Reagan the financial
security that made it possible for him to devote full time to his political career
(Horrock 1976),

A very direct method of benefiting the many politicians who are lawyers is
to hire them or their law firms as legal consultants or to provide them with routine
legal business, Corporations can be especially helpful to lawyer-politicians when
they are between offices. For example, the chairman of Pepsico retained former
vice president and future president Richard M. Nixon as the company's lawyer in
1963, while Nixon was out of office, He thereafter paid for every trip Nixon made
overseas in the next two years. This made it possible for Nixon to remain in the
political limelight as a foreign-policy expert while he quietly began his campaign
to become president in 1968 (Hoffman 1973, P: 106),

Members of the corporate rich help political candidates by hiring them to
give highly paid speeches at corporate and trade association events. They also pro-
vide large donations to foundations, scholarship funds, and charities that elected
officials set up in their home congressional district or state. They further help
candidates in both parties by lending them corporate lobbyists to serve as political
strategists, campaign managers, and fundraisers. The 2008 Republican presidential
candidate, the multimillionaire senator from Arizona.john McCain, emphasized
that he was an opponent of lobbyists and of the favors won by them, Still, his
primary campaign was financed and managed by several of the most important
lobbyists inWashington, His chief political strategist, who had worked in Repub-
lican presidential campaigns since the 1980s, had a client list that included AT&T,
Alcoa,JPMorgan Chase, United Technologies, and US Airways, Similarly, Sena-
tor McCain's campaign manager was the co-founder of a lobbying firm that
worked for Verizon and other telephone companies. His top fundraiser worked
as a lobbyist for Saudi Arabia, Toyota, Southwest Airlines, and the pharmaceuti-
cal manufacturers' trade association. Seventeen of the 106 people that collected
S100,000 or more for the primary campaign were lobbyists (Luo and Wheaton
2008; Shear and Birnbaum 2008),

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

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

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

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

THE RESULTS OFTHE CANDIDATE SELECTION PROCESS

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

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

Few presidents after 1900 were from outside the very wealthiest circles.
Theodore Roosevelt, William H. Taft, Franklin D. Roosevelt, John F. Kennedy,
George H. W. Bush, and George W. Bush are from upper-class backgrounds.
Herbert Hoover, Jimmy Carter, and Ronald Reagan were millionaires before they
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became deeply involved in national politics. Lyndon B.Johnson was a millionaire
several times over through his wife's land dealings and his use of political leverage
to gain control of a lucrative television license in Austin. Even Richard M. Nixon,
whose father ran a small store, was a rich man when he was elected president in
1968, after earning high salaries as a corporate lawyer between 1963 and 1968.

Bill Clinton, elected president in 1992 and 1996, tried to give the impres-
sion he was from an impoverished background, claiming he was just a poor boy
from the tiny town of Hope, Arkansas, born of a widowed mother. But Clin-
ton was gone from Hope, where he lived in comfortable circumstances with his
grandparents, who owned a small store, by the age of six. At that time his mother
married Roger Clinton, whose family owned a car dealership in the nearby tour-
ist town of Hot Springs. He grew up playing golf at the local country club and
driving a Buick convertible. His mother sent him money throughout his years in
college. Clinton was not wealthy or from the upper class, but he had a very solid
middle-class upbringing and education that he artfully obscured.

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

Whatever the reasons for their involvement in politics, which may vary from
person to person and party to party, lawyers are the occupational grouping that by
training and career needs are ideal go-betweens and compromisers. The lawyers
who become politicians have developed the skills necessary to negotiate the com-
plicated relationship between the corporate rich, who finance them, and average
citizens, who vote for them. 1hey are the supreme "pragmatists" in a nation that
prides itself on a pragmatic and can-do ideology. Despite the public hyperbole
and histrionics that many of them use to reassure their constituents that they are
in touch with their sentiments, they generally have an ability to be dispassionate
about "the issues" and they are nsually respectful of the process by which things
are done. They are also masters of timing, small gestures, and symbolism, which are
essential skills in diffusing the tension that is inherent in politics because it is at
bottom a contest for power between rival groups or classes.
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Whether elected officials are from business or law, the third general result
of the candidate-selection process is a large number of very ambitious people who
are eager to "go along to get along."Ta understand the behavior of politicians, one
political scientist concluded after studying many political careers in the first half
of the twentieth century, it is more useful to know what they aspire to be than
how they made it to where they are at any given point in their careers (Schlesinger
1966). This conclusion was reinforced 30 years later by another close observer
(Ehrenhalt 1991).Their great ambition, whether for wealth or higher office, leads
politicians to become involved with people who can help them realize their goals.
Such people are often members of the corporate community or upper class with
money to contribute and connections to other districts, states, or regions in which
striving candidates need new friends. Thus, even the most liberal or ultraconserva-
tive of politicians may develop a new circle of moderate supporters ;s they move
from the local to the congressional to the presidential level, gradually becoming
more and more involved with leading figures within the power elite.

The Chicago Tribune reporter assigned to follow Barack Obama's politi-
cal career on a daily basis from 2002 to 2008 was struck by his overwhelming
ambition: "He is an extraordinarily ambitious, competitive man with persuasive
charm and a career reach that seems to know no bounds; he is, in fact a man of
raw ambition so powerful that even he is still coming to terms with its fiill force"
(Mendell 2007, p. 7). Indeed, keeping his ambition under wraps and suppressing
his "privately haughty manner"was his most difficult problem, a problem that was
remarked about frequently in the media during the 2012 presidential campaign
because he had alienated some of his 2008 financial supporters (Mendell 2007,
pp. 353-354). Ambition aside, President Obama also fit the general pattern
because he moderated his liberal positions on many issues when he ran for the
Senate in 2004 and then for the presidency in 2008. Some of the liberal activists in
Hyde Park who helped him win his first campaign resigned themselves to the fact
that he took more moderate positions when he started to raise money in wealthy
financial circles, but others became disillusioned and no longer supported him
(Becker and Drew 2008; Lizza 2008).

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

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

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

BUT THERE'S STILL UNCERTAINTY

Although most elected officials at the national level have been supported by and
feel sympathetic toward the corporate rich, there is always the possibility that
some of them may be inclined at some point to side with the liberal-labor alliance
on specific issues. This possibility once again shows, as emphasized at the end of
Chapters 2 and 4, that there is too much uncertainty and volatility in the workings
of government for the corporate rich to leave anything to chance. They therefore
have to be able to influence government policy. They do not want to risk the possi-
bility that the liberal-labor minority in Congress might be able to create coalitions
with moderates that could defeat them on key issues, especially in times of crisis.



7
How the Power Elite Dominate
Government

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

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

There is only one major issue that does not fit that generalization, labor
legislation, which is discussed briefly in the middle of the chapter. This issue is
ancient history from the perspective of the twenty-first century because the cor-
porate rich ultimately triumphed on it, but the rise of union power between 1935
and the 1970s was once the most important reason why the great majority of
social scientists doubted a class-domination theory.

162
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THE ROLE OF GOVERNMENTS

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

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

Governments are also essential in creating money, setting interest rates, and
shaping the credit system. Although private bankers tried to manage the monetary
system without a government central bank for much of the nineteenth century, the
problems caused by a privately controlled money system were so great that the
most powerful bankers of the early twentieth century worked together to create
the Federal Reserve System in 1913 (Greider 1989; Livingston 1986).1he system
was improved during the 1930s and has been an essential institution in keeping
a highly volatile business system from careening off in one direction or another.
When the stock market crashed in 1987, for example, the Federal Reserve made
sure that stoekholders would not lose their wealth by instructing large New York
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banks to keep making loans to temporarily insolvent debtors. Similar bailouts
were carried out in the 19908 due to problems in Mexico, Korea, and aWall Street
investment firm, Long Term Capital Management, which could have caused
large-scale bankruptcies (Woodward 2000). Only massive efforts by the Federal
Reserve System, this time in conjunction with the Department of Treasury and
Congress, staved off a potentially disastrous meltdown of the financial system in
late 2008.

The federal government also is essential in providing subsidy payments to
groups in trouble, whether it's well-off growers or low-income workers, and it
needs to do so in ways that bolster the market system and benefit large corpora-
tions. For example, and as already mentioned in Chapter 2, 38 percent of all farms
receive tens of billions in direct payments and government crop insurance, which
adds up to half of all farm income in some years. As for low-income employees that
work full time, they receive tens of billions of dollars (ranging from about $500
for a married couple without children to $6,000 for a parent or parents with three
or more children) through a program called "Earned Income Tax Credits." The
Earned Income Tax Credits serve as an offset to payroll taxes for individuals and
as a subsidy for corporations that pay low wages, which is why most corporate
leaders and Republicans supported them back in the 1970s as preferable to welfare
payments. From their point of view, this type ofincome support also increases the
size of the labor pool and reinforces the work ethic. As of 2012,26 states also had
Earned Income Tax programs, including several Republican-dominated states.

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

THE SPECIAL- INTER£ST PROCESS

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

Intricate and arcane tax breaks are one of the most important aspects of the
special-interest process, starting with a variety of legal loopholes that save indi-
viduals and families many millions in taxes each year (Johnston 2003; Johnston
2007). However, corporations also benefit from similar strategies. Due to success-
ful efforts in 1993 to relax rules concerning minimum corporate taxes, and then
changes in 1997 making it possible for corporations to spread tax breaks over
several years, 12 of 250 profitable large firms studied for the years 1996-1998
paid no federal income taxes. Seventy-one of the 250 paid taxes at less than half
the official rate during those three years (Johnston 2000). The trend to increas-
ingly large tax breaks continued during the administration of George W. Bush.
Forty-six of 275 major companies studied for 2003 paid no federal income taxes,
a considerable increase from a similar study in the late 1990s (Barshay and Wolfe
2004; Browning 2004; McIntyre 2004).

Although President Obama and his Republican opponent agreed during
the 2012 election campaign that the tax rates on corporations were too high, 26
large companies, including Boeing, General Electric, DuPont, and Verizon, paid
no taxes at all between 2008 and 2011 (CTJ 2012a). Another study by Citizens
for Tax Justice, a Washington tax research group, found enough information on
290 Fortune 500 companies to determine that they kept $1.6 trillion in earnings in
offshore tax havens for an estimated tax savings of $433 billion; just 20 companies
were sheltering half of that income, and the next 30 had another 24 percent of it
(CTJ 2012b). According to a study for the New York Times, the effective tax rate
on corporations in general was 23 percent in 2011, well below the official top rate
of35 percent (Duhigg and Kocieniewski 2012; NYT 2012).

Corporations spend far more money on lobbying than their officers give
to political candidates or to their company's political action committee. In 2000,
for example, the tobacco industry, facing lawsuits and regulatory threats, spent
$44 million on lobbyists and $17 million on the Tobacco Institute, an industry
public relations arm, but gave only $8.4 million to political campaigns through
political action committees (deFigueiredo and Snyder 2003). A study of the top
20 defense contractors showed that they spent $400 million on lobbying between
1997 and 2003, but only 546 million on campaign contributions (POGO 2004).
The top pro-business lobbying organization in 2012, the Chamber of Commerce,
spent $95.7 million, compared to 536.2 million on campaign donations.

In achieving their successes, individual corporations and trade associa-
tions deploy many thousands of former congressional staffers and employees in
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departments and agencies of the executive branch. In2012,forexample,521 worked
for rhe TV/movie/music industry, 423 for the automotive industry, and 279 for
finance and credit companies (OpenSecrets 2012e). At the same time, a large
number of lobbyists were part of a few big firms that were major businesses in
and of themselves, bringing in from $100 to $500 million each year (OpenSecrets
2012f). Several of these firms, in turn, are owned by the public relations firms that
have a major role in the opinion-shaping network discussed in Chapter 5.

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

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

Some special-interest conflicts pit one sector of business against another,
such as when broadcastersjockey for advantage against movie or cable companies.
Sometimes the arguments arewithin a specific industry, as occurred when smaller
insurance companies moved their headquarters to Bermuda in 1999 and 2000 to
take advantage of a tax loophole worth as much as $4 billion annually. Since the
bigger insurance companies could not easily avail themselves of this opportunity,
they hired a lobbying firm, several law firms, and a public relations firm to advo-
cate bipartisan legislation to end the tax benefits that derive from creating a mail
drop in Bermuda. The small companies countered by hiring a different set of law
firms and public relations companies (Stone 2000).1h< loophole stayed open and
the bigger companies continued to fight it, but in 2012 Bermuda still was advertis-
ing itself as the ideal place for insurance companies to incorporate (Forbes 2012;
Johnston and Treaster 2007).

The special-interest process often is used to create loopholes in new legisla-
tion that was accepted in principle by the corporate community. "I spent the last
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seven years fighting the Clean Air Act," a corporate lobbyist in charge of PAC
donations for his company told researchers. He then went on to explain why he
gave money to elected officials who voted for the strengthening of the Clean Air
Act in 1990: "How a person votes on the final piece of legislation is not repre-
sentative of what they have done." Most members of Congress voted for the act,
he continued. "But during the process some of them were very sympathetic to
some of our concerns" (Clawson, Neustadtl, and Weller 1998, p. 6). Translated into
results, this means there were 40 pages of exceptions, extensions, and other loop-
holes in the 1990 version of the act after a 13-year standoff between the Business
Roundtable's Clean Air Working Group and the liberal-labor alliance's National
Clean Air Coalition. For example, the steel industry was given 30 years to bring
26 large coke ovens into compliance with the new standards. Once the bill passed,
lobbyists went to work on the Environmental Protection Agency to win the most
lax regulations possible for implementing the legislation.

Although most studies of the special-interest process recount the success
of one or another corporation or trade association in gaining the tax or regu-
latory breaks it seeks, or discuss battles between rival sectors of the corporate
community, there are occasional defeats for corporate interests at the hands of
liberals and labor-within this process, but most of them were long ago. In 1971,
for example, environmentalists convinced Congress to end taxpayer subsidies for
construction of a supersonic transport. In 1977, a relatively strong anti-strip mine
bill was adopted over the objections of the coal industry. Laws that improved auto
safety standards were passed over automobile industry objections in the 19705, as
were standards of water cleanliness opposed by the paper and chemical industries
(Luger 2000; Vogel 1989).

The special-interest process is the most visible and frequently studied aspect
of governmental activity in Washington. It also consumes the lion's share of the
attention devoted to legislation by elected officials. Although the special-interest
process is very important to wealthy families and the corporate community, it is not
the heart of the matter when it comes to a full understanding of corporate power
in the United States. Moreover, there is general agreement among a wide range
of theorists about the operation of this dimension of American politics: everyone
concludes that wealthy families and organized business groups have great power
in this arena. But as far as most social scientists are concerned, as explained fur-
ther in Chapter 9, this is not enough to demonstrate corporate dominance of the
federal government in general. They note that the special-interest process is too
narrow to explain the adoption ofimportant new foreign and domestic polices of
a more general namre, even while agreeing that many departments and regulatory
agencies are dominated by the business sectors with the greatest interest in their
activities and rulings. Although corporate domination of many specific parts of
the government is no trivial matter as evidence for a class-dominance theory, this
point about general policies means that the policy-making process discussed in
the next section is not only important to the corporate community, but pivotal in
theoretical arguments among social scientists as well.
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THE POLICY-MAKING PROCESS
Domination of the federal government on issues of concern to the corporate com-
munity as a whole is the culmination of work done in the policy-planning network
described in Chapter 4. However, the differences between moderate conserva-
tives and ultraconservatives within the policy-planning network sometimes lead
to major conflicts between them within the executive branch or Congress over
new policies. In addition, at this point the power elite have to fend off alternative
legislative proposals put forward by the liberal-labor alliance.

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

Federal Advisory Committees

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

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

Presidential and Congressional Advisory Commissions

Corporate executives and experts from the policy-planning network have been
prominent on the presidential and congressional commissions that have been
appointed from time to time since World War II to make recommendations on
a wide range of issues from highway construction to changes in Social Security
to a new missile defense system to, during the first Obama administration, deal-
ing with the federal debt. The recommendations of these commissions have met
with varying degrees of success, and sometimes they are meant as no more than
window dressing, but they reinforce and legitimate corporate policy positions even
when they do not lead to immediate changes.

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

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

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

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

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

Government Consultations with the Business Council and
Business Roundtable

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

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

The Creation of New Government Agencies

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

The Great Exception: Labor Policy

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

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

The Role of Congress in Major Policy Changes

Congressional approval of large-scale policy proposals put forth by organiza-
tions in the policy-planning network does not mean that congressional voting
coalitions develop any more quickly and easily on policy legislation than they do
on special-interest issues. Instead, each coalition has to be carefully constructed
by elected officials with the help of corporate lobbyists and grassroots publicity.
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It is here that the political leaders do their most important work in terms of major
policy changes that generate strong disagreements and receive media attention.
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 legislation. 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 legislation into
omnibus bills that are hard for voters to fathom. Finally, their constant interaction
with constituents and the media gives them the experience and sensitivity to use
the rhetoric and metaphors needed to make the new legislation palatable to as
many people as possible.

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

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

Reflecting the different coalitions that make up the MO parties, however, there
were often striking differences between the second-level and third-level appointees
in Republican and Democratic administrations in the years between 1932 and 2008.
Republicans appointed ultraconservatives to agencies that they thoroughly disliked,
sueh as the Environmental Protection Agency, the Occupational Safety and Health
Administration, the National Highway Traffic Safety Commission, and the Office
of Civil Rights.These appointees proceeded to do everything they could to limit the
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effectiveness of these agencies. Democrats, on the other hand, often placed liber-
als in the same agencies. The Clinton administration's lower-level appointments to
the Office of the Attorney General, for example, were far more vigorous in using
the antitrust laws to challenge monopolistic corporate practices than those of the
Reagan and George H. W. Bush administrations.

The many pre-1980 studies were updated for the Reagan, Clinton, and
George W. Bush administrations for previous editions of this book. They show
the same patterns as the earlier studies (DomhoffI983, pp.139-141; Domhoff
1998, pp. 251-255; Domhoff 2006, pp. 167-170). For example, the four people
who served as secretaries of state for the Clinton and Bush administrations
were almost indistinguishable in their credentials even though they differed by
race and gender. President Clinton's first secretary of state was a director of
Lockheed Martin, Southern California Edison, and First Interstate Bancorp,
a trustee of the Carnegie Corporation, a recent vice-chair of the Council on
Foreign Relations, and officially a corporate lawyer at the time of his appoint-
ment. President Bush's first secretary of state, a four-star army general who
retired in 1993, made millions as a speaker to corporate employees at $60,000
to 575,000 per appearance. He served as a director of Gulfstrcam Aerospace
until its merger with General Dynamics in 1999, where he earned $1.5 million
from stock options in exchange for helping the company sell its corporate jets
in Kuwait and Saudi Arabia. He was a member of the Council on Foreign Rela-
tions at the time of his appointment (and became one of its directors after he
left the Bush administration).

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

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

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

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

President Obama's two most important White House staff appointments
had direct connections to the corporate community. His first chief of staff worked
after his graduation from Sarah Lawrence with a public interest group and then
as an aide to elected officials, including six years in the Clinton White House. He
joined the private sector for a few years in 1998 as a dealmaker in the Chicago
office of a Wall Street banking firm, brokering several lucrative mergers that
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earned him $16.2 million, including the merger of two smaller utility firms into
Exelon, which became the largest utility company in the countty (Luo 2008a).1he
president's other key White House appointment, Valerie Jarrett, was mentioned in
Chapter 6 as his friend, fundraiser, and main connection to the middle-class black
community in Chicago. In the White House she had numerous liaison duties
to communities of color, women's groups, and the Chicago business community,
where she had been the CEO of a real estate management firm, a director for
USG (a Chicago-based building materials company), the vice-chair of the board
of trustees at the University of Chicago, and a trustee of the Joyce Foundation (the
63rd largest family fonndation in 2008). She had an estimated net worth between
$5 and $15 million at the time of her appointment.

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

SUPREME COURT APPOINTMENTS

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

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

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

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

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

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

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

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

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

THE LIBERAL-LABOR ALLIANCE AND CONGRESS

Despite the presence of supporters of the liberal-labor alliance in Congress since
the 19305, and the growing percentage of liberal Democrats in Congress between
the 19908 and 2010, the alliance's efforts to introduce new economic initiatives
and defend union rights met with little or no success between 1939 and 2012.
As noted in the Introduction and Chapter 6, most of its victories consisted of
increases in the minimum wage, increases in Social Security payments, the addi-
tion of disability insurance to Social Security, and improvements in social welfare
benefits, some of which were attempts to keep even with inflation, and some of
which were not opposed by corporate moderates.

The liberal-labor alliance also can claim some victories for its own initiatives
in Congress. For example, the Family and Medical Leave Act of 1993 allows both
male and female employees of companies with 50 or more employees to take up
to 12 weeks of unpaid leave a year for pregnancy or adoption, or 26 weeks to take
care of certain familyillnesses. The act covers almost half of American workers if
government agencies are included. The fact that the leaves are unpaid limits the
number of workers who can take advantage of them, and conservatives were able
to exempt small companies and reduce the amount of leave time for pregnancies
and adoptions from 18weeks to 12, but health benefits are still in place during the
leave. Between 8 percent and 17 percent of eligible employees made use of the act
in 2005, according to a study by the Department of Labor (DOL 2007).

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

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

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

The extent of the insurance coverage for both the elderly and low-income
people was far greater than the leaders of the liberal-labor alliance originally
thought would be possible, which made their victory all the more significant.
However, the congressional conservatives that made the final bargain with the
White House abandoned many of the price restraints and other features to con-
trol costs that had been worked out carefully by union experts. As a result, the
legislation built a relentless inflationary pressure into medical costs. Hospital costs
increased 14 percent and physician fees 6.8 percent a year during Medicare's first
five years, far more than most other costs were rising at the time (Marmor 2000,
p. 98). In the process, the health insurance companies became a more powerful
lobby as they greatly increased their profits. In addition, more for-profit hospitals
were able to enter the market and earn high profits, often after buying up or buy-
ing out and closing a large number of nonprofit and public hospitals. Medicare
and Medicaid were a savior for many individuals, but they were also a bonanza for
hospitals, health-related corporations, and physicians.
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With the election of Republican Richard Nixon to the presidency in 1968,
the liberal-labor alliance lost on everything except the expansion of Social Secu-
rity benefits and the Earned Income Tax Credit, which had the support of Pres i-
dent Nixon and many moderate Republicans as well. The value of the minimum
wage declined after 1968 despite a few small increases in it during the 1970s that
did not keep up with inflation. There were no further increases between 1981
and 1990, and it was frozen again between 1997 and 2007. By 2012, the mini-
mum wage would have been $10.52 an hour If it had retained its 1968 purchasing
power, not the 57.25 to which it was raised in 2007, so it declined in value by
35 percent over that 44-year period. It lost even more value in comparison to the
average salary of those who were employed in 1968 and 2012 (Schmitt 2012).Thi5
large decrease on a "who benefits?" indicator is further evidence that the liberal-
labor alliance gradually lost much of its political power after the 1960s.

It perhaps goes without saying that the liberal-labor alliance had no success
with any new initiatives during the Reagan and George H. W. Bush administrations;
moreover, it also suffered cutbacks on many social programs, including Social Secu-
rity (Domhoff2013, Chapter 12). Except for the Family and Medical Leave Act of
1993, there were no victories for the liberal-labor alliance during the eight years of
the Clinton administration either. The social welfare program for low-income and
unemployed families, which was created during the New Deal as one part of the
Social Security Act and then expanded during the 1960s, was reduced to a shadow
of its former self by a welfare reform act in 1996. The reform was the outcome of
Clinton's 1992 campaign promise to "end welfare as we know it," but his plan was
made more stringent by the Republicans' insistence that his provisions for child
care and health insurance for those on welfare had to be eliminated (Q11adagno and
Rohlinger 2009). Called the "Personal Responsibility and Work Opportunity Act"
in order to reinforce the idea that those on welfare had lost moral fiber and needed
to look harder for work opportunities, it put time limits on the number of years a
person could receive welfare, added a work component, and reduced assistance for
immigrants, due to the strong Republican belief that many immigrants came to the
United States with the hope of receiving welfare assistance.

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

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

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

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

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

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

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

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

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

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

CORPORATE COMPLAINTS OF IMPOTENCE:
THEIR REAL FEARS
Despite the strong "who governs?" and "who wins?" evidence that the corporate
rich have great power within the federal government on the issues of concern to
them, many corporate leaders feel they are relatively powerless in the face of gov-
ernment. To hear them tell it, the Congress is more responsive to organized labor,
environmentalists, and consumers than it is to them. They also claim to be harassed
by willful and arrogant bureaucrats that encroach upon the rightful preserves of
the private sector, sapping them of their confidence and making them hesitant to
invest their capital. In 2010 members of the financial industry felt insulted by any
criticisms of them by President Obama, despite his administration's support for
the bailout passed at the end of the Bush years and their complicity in the financial
failures of2008-2009.

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

* The one escape hatch in the face of a likely filibuster is a legislative process called "reconciliation,"
which allows for a vote after 20 hours of Senate debate on resolutions having to do with the budget.
While budget issues may seem narrow, the reconciliation process was used by the Republicans in 1996
to pass welfare reform, by the Republicans to pass tax cuts in 2001,2003, and 2005, and by the Demo-
crats to pass parts of the Patient Protection and Affordable Health Care Act in 2010.
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in the mid- I 970s when the Republicans held the presidency and the conservative
coalition won 60 to 80 percent of its challenges and did not lose on any major
piece of legislation, the corporate leaders at these meetings were convinced that
government listened to everybody but them. Government was seen as responsive
to the immediate preferences of the majority of citizens. "The have-nots are gain-
ing steadily more political power to distribute the wealth downward," complained
one executive. "The masses have turned to a larger government" (Silk and Vogel
1976, pp. 50, 75).

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

The negative feelings these corporate leaders had toward government were
not a new development in the corporate community. A study of business leaders'
views in the nineteenth century found that they believed political leaders to be
"stupid" and "empty" people who went into politics only to earn a living (Silk and
Vogel 1976, P: 193). Even in the 1920s, a time when social scientists and histo-
rians think that business was unrivaled in its power, there were constant outcries
from the corporate rich about _a domineering and overbearing federal govern-
ment (Prothro 1954). These complaints undercut any claims that business hostil-
ity toward government stems largely from the growth of effective government
programs during and after the New Deal.

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

First of all, complaining about government is a useful power strategy, a form
of action in itself. It puts government officials on the defensive and forces them
to keep proving that they are friendly to business so that corporate leaders will
not lose "confidence" in economic conditions and stop investing. One of the most
insightful political scientists of the twentieth century concluded after 30 years
of studying the relationship between business and government that "Whether
the issue is understood explicitly, intuitively, or not at all, denunciations serve to
establish and maintain the subservience of government units to the business con-
stituencies to which they are actually held responsible" (McConnell 1966, p. 294).
"Attacks upon government in general," he continued, "place continuing pressure
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on governmental officers to accommodate their activities to the groups from
which support is most reliable."

The perennial complaints about government by corporate officials also
reveal a fear of the American belief system about power that emerged during the
Revolutionary War. Since power is in theory in the hands of all the people, as
explained in Chapter 1, there is always the possibility that some day "the people,"
in the sense of the majority; will make the government into the pluralist democ-
racy it is supposed to be. In the American historical context, the great power of
the dominant class is illegitimate, and therefore the existence of such power is
vigorously denied (Voge11978).

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

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

2. Although moderate conservatives in the corporate community appreci-
ate the value of old-age, disability, and unemployment insurance, they
join ultraconservatives in worrying that politicians might allow these
programs to become too generous. In fact, these programs expanded
in response to the turmoil of the 1960s and 1970s, but the benefits for
low-income people were cut back during the Reagan administration.

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

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

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

THE LIMITS OF CORPORATE DOMINATION

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

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

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

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

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

It is now time to put the findings and conclusions in this and previous chap-
ters into a larger theoretical and historical context in order to explain why there is
corporate domination in the United States.


