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INTRODUCTION

I remember myself as a child growing up in the fifties, thinking, “How
lucky I am to be an American.” How sad it would be to come from some-
where else, I thought, to be French or Italian, perhaps. Wouldn’t everyone,
if they could, choose to be American? By the late eighties, three decades
later, David Remnick, then a writer for the Washington Post, complained
that the United States had become “second-rate in business, culture,
even sports,” and today this lament is echoed from left to right. Amer-
ica is “in warp speed decline,” writes C. J. Werleman for the liberal activ-
ist news service Alternet. “America is in trouble,” writes centrist New York
Times columnist Thomas Freidman. “America is disintegrating,” writes
conservative political commentator and former presidential hopeful Pat
Buchanan. Hector Barreto, former chief of the U.S. Small Business Ad-
ministration and chair of the Latino Coalition, asks, “Are we the land of
the American Dream, or the American Decline?”!

The repeated concern that the United States is in decline is odd. In
many ways the America of today is a far, far better country than that of the
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fifties and sixties, a period frequently idealized as the high-water mark of
U.S. prosperity and power. Living standards have risen. Life expectancy
is up, and infant mortality are rates down. The air and water are cleaner.
Crime rates are down. High school has become universal, and college is
more accessible. Expression of sexuality is freer. Transportation is cheaper,
safer, easier, and more efficient. Information is more available. Health care
is more effective and finally—maybe—about to become more universally
available. The danger of the United States engaging in nuclear war (at
least all-out nuclear war between states) is lower. For huge groups of once
marginalized people—women, African Americans, Latinos, other people
of color, gay and bisexual men and women, transsexuals—the United
States provides far greater freedom, far more opportunity, and far greater
safety than it did a generation or two ago.

Given the gains in American society, the pervasive belief in decline and
the pessimism infecting both pundits and the wider public calls out for
explanation. Dating back a quarter of a century or more, it can’t be dis-
missed as nothing more than the result of the sluggish recovery from the
Great Recession of 2008, the political gridlock of the Obama years, and
the anxieties bred by the threats of terrorism, Ebola, and climate change.
The national malaise reflects longer-term discontents and perhaps a dis-
tant, often-distorted memory of post—World War II America and a dim
sense of the paths not taken. Though “decline” may be the wrong word,
something has changed in the United States, and that something has pro-
duced a sense of looming crisis.

James Truslow Adams, who coined the phrase “the American Dream”
in his 1931 book The Epic of America, defined it as “not a dream of motor
cars and high wages merely, but a dream of social order in which each man
and each woman shall be able to attain to the fullest stature of which they
are innately capable, and be recognized by others for what they are, re-
gardless of the fortuitous circumstances of birth or position.” The Ameri-
can Dream was to live in a country characterized by freedom, based on the
proposition that “all men are created equal,” a country ruled by “govern-
ment of the people, by the people, and for the people.”

In the years after World War I, the American Dream seemed alive and
thriving. Free at last from the Great Depression, Americans looked for-
ward to steadily rising incomes and upward mobility. Advances in medi-

cine, communications (television), transportation (jet planes), and energy



Introduction 3

(“the promise of the peaceful atom”) promised ever-improving health and
well-being. The United States had become the world center of both high
culture (art, dance, music, literature) and mass culture (Hollywood movies,
comic books, rock 'n’ roll, and television). The country was certainly too
large to be a community, but in cities and in small towns, despite ethnic,
racial, and religious friction and hostility, a sense of community, shared
values and purposes, and collectivity survived. In the wake of the New
Deal, the belief that government could and should intervene to guarantee
the common welfare was generally accepted.

In retrospect, it is easy to see the illusions and fantasies that underlay
the American Dream. In the South, Jim Crow still ruled, and lynching was
far from a thing of the past. In the North, rigid housing segregation, job
discrimination, and hostility of whites towards blacks were the rule, not
the exception. Throughout the land, a third of Americans lived in poverty.
The “red scare” made neighbor suspicious of neighbor and suppressed dis-
sent, and the threat of nuclear annihilation hung over all. A cult of confor-
mity masked deep divisions in society. Still, imperfect though things might
be, there was a widespread belief that the country’s story was one of prog-
ress and the gradual expansion of democracy. The progressive social gains
of the New Deal were a beginning, not an end. “Our marching song will
come again,” proclaimed leftist Earl Robinson’s “Ballad for Americans,”
sung at the 1940 Republican National Convention, at the 1940 Commu-
nist Party National Convention, and by two hundred African American
soldiers at a wartime concert in London. The song was recorded by both
Paul Robeson and Bing Crosby. And the faith seemed justified. Only a few
years later, the civil rights movement, the black liberation and community
control movements, the Great Society and the War on Poverty, the New
Left and the sixties counterculture, and the modern feminist, gay rights,
and environmental movements transformed the country and its people.

Now, however, half a century later, despite easily documented gains in
wealth and well-being, that world of faith in the American Dream seems
long gone. Politics are gridlocked and impotent in the face of a faltering
economy, climate change, and a dozen other problems. We have lurched,
apparently rudderless, from the dot.com boom of the late nineties to the
financial crisis of 2008 and the following recession, from the triumphal
end of the Cold War to a disastrous preemptive war in Iraq and an appar-

ently endless “war against terror.” The country’s public schools, once the
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wonder of the world, seem to lag behind those of a dozen other, poorer
countries. The American health-care system is the most expensive, least
accessible, and one of the least effective in the industrialized world.

In 2015, the economy of the richest country in the history of the world
seems to be unraveling. Long before the Great Recession, we were losing
competitiveness to the Chinese and others, and today, years after the finan-
cial crisis, we are still unable to climb out of the financial pit dug for us by
the banks. For decades, wages have stagnated, income and wealth inequal-
ity has grown, the poverty rate has remained stuck at mid-1970s levels, and
the social safety net has deteriorated. Families have only been able to main-
tain their standard of living by working more (the dual-income family is
now the norm) and by borrowing to stretch their income. The price, not
surprisingly, has been increased pressure on individuals and on the family
as a unit, with concomitant political tension.

While racial attitudes of whites may have softened, racial inequities
persist at an institutional level, and individual racism and bigotry is still
widespread. Poverty in America remains concentrated among people of
color. The rate of incarceration of black men (mainly for nonviolent drug
offenses) is five times that for white men, and, sixty years after Brown vs.
Board of Education, well over a third of black students nationwide (and al-
most two-thirds of black students in New York and Illinois) attend a school
with fewer than 10 percent white students.” Hundreds of thousands of “il-
legal immigrants,” most of them people of color and many raised in the
United States since childhood, are unceremoniously deported each year.
Other issues, such as abortion, gay and transgender rights, and gun control,
provoke bitter division along the familiar Red State and Blue State lines.

As for the government’s role in providing for the common welfare, it
has lost out to free market ideology and a belief in unbridled individual-
ism. In the United States these days, freedom seems to be less about the
absence of constraint than about freedom from obligations to one another.
Social critics have documented a decades-long decline in the sense of com-
munity and decried the rampant greed, litigiousness, consumerism, and
belligerent egoism of today. The very idea of the common well-being has
all but disappeared from political discourse. U.S. citizens, even before 2008,
seemed to be experiencing a loss of optimism with respect to the future and

with respect to the country’s collective ability to solve pressing problems.
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So what happened? How did we go from “how lucky I am to be an
American” to “the American Dream is in trouble”? What complex shifts in
American society have led to the perception of irreversible decline despite
the real gains for so many? What do they mean for families and personal
lives, for the way we educate children, for the way we deal with sickness
and health, for our chances of personal happiness? Is it possible for us to
recapture that sense of community and hope that once bound us together?
Or are political polarization and paralysis, growing inequality, ongoing ra-
cial disparities, popular alienation from government, virulent individual-
ism, concern about what our schools are teaching, and inability to confront
challenges such as climate change and globalization here to stay.

Some of the fears of decline may be transient, rooted in the depth and
intransigence of the post-2008 recession, and some of the claims that the sky
is falling may be motivated chiefly by ideological agendas. Yet to describe
what has happened in recent decades as nothing more than “the inevitabil-
ity of change” is insufficient. There is a coherence to the changes, distin-
guishing the United States of recent decades from that of my childhood.
Beginning in the early 1970s, the American political economy underwent
a major transformation. Just as the Industrial Capitalism of the nineteenth
century gave way to the Corporate Capitalism of the first two-thirds of
the twentieth century, in recent decades the latter has given way to a new
phase—the era of “Third Wave Capitalism.”

Conceptualizing the last five decades as the onset of a new phase in the
history of American capitalism helps resolve and explain the apparent con-
tradictions of recent history—the growth of poverty amid growing wealth,
the apotheosis of individual freedom and the paralysis of democracy, the
election of a black president and the incarceration of a million black men,
the increase in educational attainment and the growing mismatch between
student skills and the needs of the job market, and the increasingly sophis-
ticated medical technology and the decline in health indicators compared
to other affluent countries.*

Chapter 1 provides a deeper, more systematic look at the sources and es-
sential characteristics of Third Wave Capitalism. Like Industrial Capital-
ism and Corporate Capitalism before it, Third Wave Capitalism is marked
by distinctive forms of economic enterprise, new technologies, a dramatic

expansion of markets, new modes for the accumulation of wealth, a
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changed relationship between the public and private sectors, new patterns
of social conflict, and shifts in ideology.

Subsequent chapters provide examples that flesh out these somewhat
abstract conceptualizations. Chapters 2 and 3 look at the U.S. health-care
system and educational system, respectively. The health-care system,
which evolved into its current form over the years after World War I and
especially since the 1960s, is a “mature” Third Wave system, fully reveal-
ing the characteristic features of Third Wave Capitalism. By contrast,
the school system was forged during the eras of Industrial and Corporate
Capitalism. The drive to reform it, based on the claim that our schools are
failing, is a concerted effort to transform American schools into a Third
Wave system that can generate profits for the private sector as efficiently as
the health-care system does.

Chapters 3 and 4 turn to the impact of Third Wave Capitalism on vari-
ous groups of U.S. citizens. Chapter 4 focuses on the collapse of sixties’ ef-
forts to “eliminate the paradox of poverty in the midst of plenty” and “close
the springs of racial poison” (to use President Lyndon Johnson’s phrases)
and examines the persistence of poverty and racial disparities. The aban-
donment of the poor, the retreat from commitments to end racial discrimi-
nation and racial disparities, and the turn to the criminal justice system to
exert social control reflect the most extreme version of Third Wave Capi-
talism’s more general retreat from collective solutions to societal ills.

Chapter 5 looks at the fate of the privileged upper end of the American
middle class. The liberal and creative professions (e.g., lawyers, teachers,
writers) were once able to maintain a position of relative autonomy, largely
outside the corporate framework. From their privileged positions, profes-
sionals could dream of a society ruled by reason. But in recent years, cuts
in public spending and the rise in new technologies, offshoring, and direct
ideological attack have undermined their position, and along with it, their
dreams for America.

Chapter 6 explores the cultural and psychological impact of Third
Wave Capitalism. It examines the rise in individual distress in recent years,
expressed sometimes as depression, anxiety, and loneliness, sometimes as
political rage. These join economic inequality and political gridlock as cen-
tral components of our national malaise. The distress is rooted in changes

in typical personality patterns, a response to the demands that Third Wave
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Capitalism places on its citizens, and in the decline in social integration and
economic and cultural stresses that Third Wave Capitalism has created.

The epilogue that follows is less a conclusion or set of proposals or
plan for political action than exploration of the potential for progressive
change—and of obstacles to it.

A few caveats: I have made no effort to make Third Wave Capitalism
encyclopedic. Many important aspects of the American experience of re-
cent decades will appear only incidentally. These include the changing sta-
tus of women, the situation of economically disadvantaged ethnic groups
such as Latinos, the national debates about reproductive rights and gay
marriage and gender identity, the impact of massive immigration (docu-
mented and undocumented), and the threat of global warming.

I also focus on what has happened within the United States and do not
address the country’s decline in power relative to the rest of the world.
I have treated world events such as the Vietnam War and the “war on
terror” as external, making no effort to explore the reciprocal interaction
between what happens here and what happens elsewhere. The two are
not independent, of course. The decline of U.S. power on a world scale,
the confusion of purpose, the lack of moral compass leading to our war of
aggression in Iraq and to waterboarding and “external rendition” certainly
contribute to the national malaise.

I also do not examine the development of capitalism in other countries.
Many of the changes in the United States in recent decades can be seen
in other “advanced” democracies as well, but I have not attempted to ad-
dress the similarities and differences between what has happened here and
elsewhere. While history may be shaped by grand forces, its working out is
full of particularities and the influences of very specific and local histories.

Others have analyzed many of the specific issues addressed in this
book, of course, and I have relied judiciously on these secondary sources.
My hope is that putting these analyses together in a new way will be
illuminating.

Finally, the passage of time creates an inherent problem with any book
about current affairs. Events inevitably outrun the production cycle of a
book. Congress or the Supreme Court may yet cripple the Affordable Care
Act. The Common Core Curriculum (or at least the testing regime associ-

ated with it) may implode under the pressure of the “opt out” movement.
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The minimum wage may be increased. Revulsion at police killings of un-
armed black people may lead to reform of policing tactics. But none of
these developments would invalidate the insights into the dynamics of the
health-care system, the politics of the school reform movement, or the state
of the black community provided by my analysis of the dynamics of Third
Wave Capitalism.



THIrRD WAVE CAPITALISM

Looking back on the decades since World War II from the vantage point
of 2015, the gods would seem to have looked with favor upon America.
Our economy has boomed. New technologies have transformed our lives.
Our standard of living is much, much higher than it was. Americans are
healthier and better educated than ever before. While inequalities and big-
otry certainly remain, people of color, women, and gays and lesbians now
know far greater freedom, opportunity, and security than in the years im-
mediately following the war.

But if we look back more carefully, the view gets more complicated.
From the end of World War II until the 1970s, despite turmoil and ups
and downs, evidence of progress in the United States is clear. But some-
where in the 1970s or early 1980s the road turned sharply. In some areas,
progress came to a dead halt. In other areas, we, the American people, took
what now seems to be a wrong road. In a few areas, progress was even

reversed.
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Consider a few examples (all of which I will return to later, in more

detail):

e From World War II untl the early 1970s, Americans from all socio-
economic strata benefited from economic growth. But beginning in the
seventies, productivity and incomes became uncoupled, and inequal-
ity grew. In the late 1970s, the richest .01 percent of Americans owned
7 percent of our aggregate wealth, a 30 percent lower proportion than
thirty years earlier. Today they own 22 percent. In the late 1970s, the
richest 1 percent took home 10 percent of aggregate wages; today they
take home over 20 percent. Though productivity has increased by
120 percent since 1979, inflation-adjusted average hourly earnings for
production and nonsupervisory workers (everyone but higher paid
managers and supervisors) went up only 0.1 percent per year between
1979 and 2014.!

e By virtually any measure of health status, Americans are far healthier
today than they were decades ago. Life expectancy is up, mortality rates
are down, and effective treatments for many diseases, nonexistent fifty
or sixty years ago, have become routine. But the price has been high.
Health-care spending as a percent of GDP has risen 250 percent since
1970. Inability to pay medical bills accounts for more than half of all
family bankruptcies. And by international standards, at least, what we
get for the $2.9 trillion we pay each year for health care isn’t very good.
Americans experience more illnesses and have shorter lives than people
in other high-income countries. In 1960, the country’s infant mortality
rate ranked twelfth among the thirty-four countries in the Organiza-
tion for Economic Cooperation and Development (OECD), ahead of
Japan, Canada, Germany, and France. Today the United States has
fallen to thirtieth in infant mortality, behind Greece, Poland, and Slo-
vakia. Most of the relative decline has occurred since 1980. Within the
United States, huge disparities remain. A male black infant born today
can expect to live four years less than his white counterpart, and for
poor people with less than a high school education, mortality rates are
actually rising.?

® Americans today are far better educated than years ago. The average
number of years spent in school, the percentage of Americans of all so-
cial classes who are high school graduates, the percentage who are col-
lege graduates, and (despite what you may have heard) students’ test
scores are all up dramatically. Students from all over the world come
to attend U.S. colleges and universities and even high schools. But most
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of the reduction in the gaps in academic achievement between white
and black and between white and Latino students occurred during
the 1970s. The gap barely changed in the two decades following and
has narrowed only slightly over the last fifteen years. The difference
between the proportion of children of poor people and the proportion
of children of rich people attending or completing college has doubled
since the 1970s. And at least since “A Nation at Risk,” the 1983 report
of the Reagan administration’s National Commission on Excellence in
Education, we have been inundated with claims that our schools are
failing, that students’ skills are falling behind the rest of the world, and
that U.S. students are not being prepared for the job market.?

Jim Crow is no more, and the income, health, and educational statuses
of African Americans today are dramatically better than in the 1950s.
For most white Americans, open expressions of racism have become
unacceptable. A large black middle class has emerged, and we have a
black president and countless elected black officials at lower levels. But
the gaps between black and white in schooling, unemployment rates,
and income have barely narrowed since the mid-1970s. Since the 1980s,
school segregation has been rising again, in both the North and the
South. Today one quarter of all of black children in New Jersey attend
super-segregated schools, with fewer than 1 percent nonblack children.
A growing proportion of blacks live in predominately poor neighbor-
hoods. And, beginning in 1980, the rate of incarceration of black men
has risen dramatically. Today, the New York Times headlines, some
1.5 million black men are “missing” from their communities, either
languishing in prison or prematurely dead.!

Between 1960 and 1975, the proportion of Americans living in pov-
erty dropped by more than half. By 1973, the poverty rate was down to
11 percent. But it then rose a bit, and it has never again reached its 1973
low point. Meanwhile, the proportion of the poor who are in “deep pov-
erty”—who have incomes less than half the official poverty level—has
steadily risen, from 30 percent in 1975 to 44 percent today.’

Despite rising wealth, personal misery and a sense of personal isolation
have increased. Rates of depression are up and levels of self-reported
anxiety among young people have doubled since 1980. Meanwhile,
sources of social support have declined. The number of Americans who
say that they have no “confidant” rose two-and-one-half-fold between
1985 and 2004. Sociologists have documented a decline in social trust in
recent decades, especially among the less educated. Despite increasingly
shrill proclamations of religiosity, church attendance, once a source of
solace for many, has dropped precipitously since the mid-1970s.°
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e The first two-thirds of the twentieth century brought wave after wave
of progressive reform—the Progressive Era of Teddy Roosevelt and
Woodrow Wilson, FDR’s New Deal, Truman’s Fair Deal, and John-
son’s Great Society. Regulation of banks and of the transportation,
food, drug, and other industries, the development of the “social safety
net,” governmental guarantees of minimum wages and maximum
hours and the right to unionize, unemployment compensation, work-
place safety rules, anti-discrimination laws, and controls over air and
water pollution made Americans safer, less exploited as workers and
consumers, and more secure in the face of the vagaries of employment
and the inevitability of old age. There were periods of backsliding, of
course, but rarely for long. Looked at from a distance, progress was
steady. But in the early 1970s, the reforms came to an abrupt halt and
militant conservatism became increasingly triumphant. There was Re-
publican Nixon’s “southern strategy” with its withdrawal from aggres-
sive enforcement of civil rights, Democrat Jimmy Carter’s onslaught
against transportation industry regulation, Republican Ronald Rea-
gan’s proclamation that “government is not the solution, government
is the problem,” Republican George H. W. Bush’s deregulation of the
energy industry, and Democrat Bill Clinton’s embrace of deep cuts in
welfare, bank deregulation, and harsh prison sentences for minor of-
fenses. After Republican George W. Bush’s effort to cut taxes for the
rich, and in the face of ever-more-entrenched and ever-more-powerful
conservative opposition, Barack Obama’s claim of “yes we can” seems
ever more hollow.

Many other examples could be given. In sphere after sphere of Amer-
ican life, the seventies and early eighties are an inflection point. Before,
there was progressive change. After, there was not.

There are what seem to be exceptions, of course, most notably in the
gains in the status of women. But looked at more closely, the course of
modern feminism shows a similar pattern, peaking in the early 1970s, then
falling back. State ratification of the 1972 Equal Rights Amendment had
stalled out by 1977. The 1973 Roe v. Wade decision (disallowing most state
and federal restrictions on abortion) was followed by a wave of increas-
ingly successful efforts to chip away at women’s reproductive rights. By
the 1980s, the feminist movement had become increasingly fragmented,
fraught with dissension, and imperiled by backlash. Even the gains in

women’s employment and income may have reflected the growing need



Third Wave Capitalism 13

for families to have two wage earners, if they were to maintain their living
standard in the face of stagnant wages, as much as support for women’s
rights.

So what’s going on here? Let’s step back for a moment. The change of
course that is evident in U.S. history since the 1970s is not merely a super-
ficial, retrospective grouping together of unrelated events. Inequality, po-
litical paralysis and the conservative onslaught, the crises in the American
health care system and in American education, the collapse of efforts to
end poverty and racial disparities, the rise in personal misery and political
rage, all traceable to the 1970s and early 1980s, are not just a random col-
lection of isolated problems. They represent the emergence of a new stage
in the history of American capitalism.

Historians often divide American social, political, and economic history
since the early nineteenth century into two phases, the age of Industrial
Capitalism and the age of Corporate Capitalism. Each of these phases was
characterized by the emergence of distinctive forms of economic enter-
prise, by novel technologies and radically new modes of transportation and
communication, by expansion in the extent of the market, by changes in
the modes through which wealth was accumulated, by shifts in the re-
lationship between public and private sectors, by evolution of the typical
forms of social conflict, and by distinctive ideologies. Since the 1970s, we
have entered a third phase, the phase I call “Third Wave Capitalism.” (For
discussion of this terminology, see below).

The First Two Waves: Industrial Capitalism
and Corporate Capitalism

The age of Industrial Capitalism—the era of the Erie Canal and the
transcontinental railroad, of Morse’s telegraph and McCormick’s
reaper and Edison’s electric light bulb, of small entrepreneurs but also
of hyper-rich “robber barons” such as Andrew Carnegie and John D.
Rockefeller—extended through most of the nineteenth century. The
steam engine and the factory system revolutionized production. Railroads,
steamboats, and the telegraph and telephone revolutionized transporta-
tion and communications, widening markets. Great fortunes were made

in railroads, mining, and basic industry. Though its role was minimal by
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later standards, the federal government subsidized the railroads, indi-
rectly subsidized manufacturing through the tariff system, and promoted
the settlement of the West. Local and state governments helped maintain
order, which included helping to break strikes and repress the recently
freed black population in the post-Reconstruction South. This was a tur-
bulent period in the United States, with social and economic conflict man-
ifest in the Civil War, pitting region against region and manufacturers
against plantation owners, in widespread strikes, pitting workers against
their employers, and in regional political battles such as the Populist strug-
gles, pitting southern and Plains State farmers against banks and railroads
and their allies.

Then, around the end of the nineteenth century, Corporate Capitalism
began to emerge. Giant joint stock companies and giant banks increasingly
dominated the American economy. Technological advances in chemistry
and electricity, the rise of the petroleum industry, and the development of
the internal combustion engine—what some called “the second industrial
revolution”—led to the emergence of the automobile industry, electrical
utilities, and broadcasting. Soon the automobile and the truck and the
radio permitted the development of a truly national marketplace. Rapid
urbanization, wave upon wave of immigration from eastern and south-
ern Europe, and the great northward migration of blacks from the rural
South transformed the American workforce and the American landscape.
“Scientific management” reorganized work processes, turning individual
workers into little more than appendages of the machines they operated.
In response to financial crises, labor unrest, and middle-class outrage over
excesses of industrial capital such as those described in Upton Sinclair’s
The Jungle, both government and corporations were forced to accommo-
date to some degree to the needs of workers, farmers, and consumers. At
the same time, corporate leaders began to see the state as a mechanism that
could directly serve their needs. Progressive Era reforms such as railroad
rate regulation, the Pure Food and Drug Act, and the Federal Reserve Act
not only protected consumers and small businesses but also helped ratio-
nalize industries, stabilize the economy, and protect corporations against
more radical demands from workers and farmers.”

The increasing scale of enterprises and the rise of a national market
created the possibility of raising wages to permit higher consumption. In

1914, Henry Ford increased the wages he paid his workers to five dollars
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a day, doubling their previous rate. In legend, at least, Ford realized that
paying higher wages to his workers would make it possible for them to
buy his products. It was actually probably more an effort to reduce worker
turnover in his plants and was accompanied by vastly increased scrutiny
of the workers’ lives. But regardless of Ford’s own intentions, the under-
standing that higher wages would, in the end, help corporations make
profits, triumphed. Of course, the argument that higher wages lead to
higher consumption really only works at the level of society as a whole, not
at the level of a single company. No matter what Boeing pays its workers,
they won’t be able to themselves afford a 747. But if everyone pays their
workers more, capitalists can benefit from higher sales. The Boeing work-
ers may be able to afford to buy tickets from American Airlines to fly on
a 747 and a Samsonite suitcase to carry their belongings from one city to
another.?

Struggles between workers and owners persisted at the level of indi-
vidual corporations, of course (as the great 1941 strike against Ford itself,
among other labor battles, showed), but something new had been added.
Now what happened to workers at a specific company was often insepara-
ble from what happened to workers in general. Struggles for economic jus-
tice took on an intercompany or even national form. In earlier times, most
strikes had been local, pitting workers against the owners of an individual
company. The new model was reflected in the emergence of industry-wide
strikes, such as the steel strike of 1919, the textile workers’ strike of 1934,
and the coal miners’ strike of 1946, and even citywide strikes such as the
San Francisco general strike of 1934. It can also be seen in the develop-
ment of explicit or implicit industry-wide collective bargaining, as in the
auto industry’s adoption of “pattern” settlements after World War II:
Once the union reached a contract with one of the Big Three auto compa-
nies, the other companies copied it.

Sometimes big strikes took on an anticapitalist, “class struggle” tone,
but in the wake of the 1946 strike wave, a general social compact emerged.
Unions would accept the underlying class relationships of society, agree to
long-term contracts that protected employers from the threat of frequent
strikes, and give up the right to bargain over some issues, in exchange for
employment stability, a steady increase in real wages, and extensive health
and pension benefits and vacation time (all underwritten, of course, by in-

creases in productivity and monopoly control over pricing).
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Unions, an insurgent force in earlier days, became a powerful institu-
tional force throughout the United States, backed by federal laws protect-
ing workers’ right to organize and bargain collectively. By 1954, more than
one in three wage and salary workers in the United States (and more than
half of all manufacturing workers) belonged to a union. Unions provided
the organizational underpinning for the post-FDR Democratic Party’s
electoral machine and served as what John Kenneth Galbraith, in his 1952
book American Capitalism, termed a “countervailing” force, capable of par-
tially offsetting the enormous power of the giant corporation.’

Reflecting the newfound power of unions and the national integration
of the economy, wages and working conditions became not just a matter of
negotiation between an individual company and its workers but a matter
for governmental action as well. Labor conditions were regulated by the
New Deal’s minimum wage and maximum hours laws, the workman’s
compensation system, and, later, by workplace health and safety laws.
Progressive taxes (on corporations and on all citizens, including bankers,
landlords, and factory owners) were paid out as a “social wage” to workers
of all sorts, in the form of benefits such as unemployment compensation,
Social Security, subsidized mortgages, and later Medicare, Medicaid, food
stamps, and the Earned Income Tax Credit. The modern welfare state
had emerged. In addition to providing greatly increased security for most
Americans, these developments led to a dramatic redistribution of income.
The share in national income of the top 1 percent fell from almost 24 per-
cent in 1928 to less than 10 percent by 1970.1°

At the same time, in the wake of the Great Depression, the federal gov-
ernment took on responsibility to manage the well-being of the country’s
economy as a whole. This responsibility became official U.S. policy with
the passage of the Employment Act of 1946, which gave the federal gov-
ernment responsibility for maintaining full employment at fair rates of pay
and low inflation. (The act did not prescribe specific policies.)"!

The “national-ization” of the economy, corresponding to the develop-
ment of a national market, became increasingly evident in other ways.
FDR’s National Industrial Recovery Act, intended to regulate wages, pro-
duction, and prices, was declared unconstitutional by the Supreme Court,
but similar, if smaller, efforts to provide a nationally uniform system ap-
peared in oil production, coal mining, agriculture, trucking, and shipping.

Under government sponsorship, the nation’s uniform electrical grid was
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completed, telephone service was made available even in rural areas, fed-
eral control over the airwaves was completed, and the interstate highway

system was developed.

The Rise of Third Wave Capitalism

Since the 1970s, American capitalism has evolved into a distinctive third
phase, Third Wave Capitalism. This third phase of American capitalism
is marked off from the preceding Corporate Capitalist period by the dra-
matic growth of globalization. Capital markets were internationalized.
Foreign trade and investment grew dramatically, and the new mulu-
national corporations created globally integrated supply chains, uniting
under the control of a single enterprise the extraction of raw materials,
production of parts, assembly of final products, and sales, with each pro-
cess occurring in a different geographic location. At home, U.S. manu-
facturing declined, its once proud place in the national economy taken
over by service industries and the financial sector. Meanwhile giant non-
profit enterprises arose, coming to account for more than 10 percent of
U.S. employment by the end of the twentieth century. Another wave of
technological innovation, this time in electronics and materials, fueled an-
other historic shift in production, communications, and transportation.
Free market, highly individualistic ideologies flourished, promoted by a
well-financed and self-conscious propaganda barrage from conservative
business leaders and media. The relationship between government and
business became ever more intimate, and, correspondingly, the protec-
tions that the federal, state, and local governments offered the poor and
the middle class began to fray (see table 1).

A word about my use of the term “Third Wave Capitalism” to de-
scribe this phase in American history. Many others have explored changes
in the United States over recent decades (though not always focusing on
the same changes or on precisely the same time frame) and have sought a
way to name them. Each of the other leading candidates is deeply prob-
lematic, however. “Global capitalism” implies that the economic world
is far more integrated than the real world actually is and falsely suggests
that developments in the United States are closely mirrored in other capi-

talist countries, including not only the countries of Western Europe but
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countries such as China, Russia, and Brazil."” “Finance capitalism” focuses
on a very important shift in our economy, but financialization alone has
little power to explain the many changes in U.S. politics, economics, and
culture.” “Late capitalism,” espoused by many in the humanities, is vague
and leaves us with the problem of what we will call the inevitable next
phase of capitalism (“later capitalism”?)."* “Neoliberal capitalism,” a favor-
ite among many Left scholars to refer to the renewed popularity of laissez
faire economic ideas, uses the word “liberal” in a sense completely opposite
to historic American usage.” In Europe, “liberalism” implies small gov-
ernment and laissez faire economics, but in the United States the word is
virtually synonymous with strong government and support for the welfare
state. None of these terms will do. “Third Wave Capitalism” simply sets
off the current phase of American capitalism from the two earlier phases,
with no obvious downside.

In a deeper sense, the difficulty in coming up with a more precisely
descriptive label is itself telling. The Industrial Revolution was the over-
whelmingly dominant force in shaping the era of Industrial Capitalism,
and the rise of the giant corporation was equally central to the era of Cor-
porate Capitalism. But no one institution or process dominates the changes
in of recent decades. If anything, in Third Wave Capitalism the bound-
aries between institutions and between processes—between business and
government, money and politics, profit and nonprofit, race and class, war
and peace, police and military, private and public, cultural practice and
commodification, male and female—are increasingly blurry. The very

vagueness of “Third Wave” turns out to be descriptive.

The Corporate Imperative

Where did the Third Wave come from? The most basic engine driving
the transition to the new stage of American capitalism was the relentless
search for corporate profits, at home and abroad. U.S. corporations have
long sought foreign markets and invested in sources of raw materials. For-
eign investment and international trade grew gradually until the 1990s,
then explosively penetrated into the most remote corners of the world.
Today, at the top of the heap, some sixty giant international corporations,
including companies such as General Electric, Exxon, AT&T, Walmart,
and Pfizer, account for $30 trillion in annual revenues and $119 trillion in

assets, and they employ seventy-two million people worldwide.'®
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In their relentless search for profits, corporations moved into areas pre-
viously left to families or to the nonprofit sector. The most human of rela-
tionships, such as educating children and caring for the sick and the aged,
were turned into commodities, whose availability and quality are subject
to the vagaries of the market and the imperatives of profits. The interests
of the market trumped all others. Young children were targeted by toy and
breakfast food advertisements, pharmaceuticals were marketed to televi-
sion viewers (even though their sale is controlled by physicians and phar-
macies), and powerful corporate interests prevented or distorted reform in
areas central to social well-being.

Within the corporation, restructuring of corporate reimbursement poli-
cies so that top management compensation became linked to the company’s
stock price resulted in the triumph of a short-term perspective: short-term
profits (and as a result, higher stock prices) were generated, even at the
expense of long-term planning and growth. Corporations became increas-
ingly unwilling to make long-term investments in activities that did not
guarantee rapid and large-scale payoffs, unless they were accompanied by
massive government subsidies or guarantees (for example, guarantees for
drug companies developing vaccines).

Corporate greed, of course, is nothing new, but well into the sixties,
recalls Washington Post business columnist Steve Pearlstein, “Corporations
were broadly viewed as owing something in return to the community that
provided them with special legal protections and the economic ecosystem
in which they could grow and thrive.” The law does not actually require
corporations to be run to maximize profits or share prices, points out Pearl-
stein, nor do the executives and directors have a special fiduciary duty to
the shareholders (as opposed to the corporation itself). All the corporation
contractually owes its sharecholders is “a claim to the ‘residual value’ of the
corporation, once all of its other obligations have been satisfied.”"”

In the past, CEOs did consider the needs of a variety of stakeholders,
at least rhetorically. “The job of management,” said Frank Abrams, chair-
man of Standard Oil of New Jersey, in 1951, “is to maintain an equitable
and working balance among the claims of the various directly interested
groups . .. stockholders, employees, customers, and the public at large.” As
late as 1981, the Business Roundtable, an organization of the CEOs of the
country’s biggest firms, proclaimed: “Corporations have a responsibility,
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first of all to make available to the public quality goods and services at
fair prices, thereby earning a profit that attracts investment to continue
and enhance the enterprise, provide jobs, and build the economy. . .. The
long-term viability of the corporation depends upon its responsibility to
the society of which it is a part.”!®

Beginning in the 1970s, however, American businesses shifted from this
“stakeholder model” to a “shareholder model,” in which the immediate in-
terests of shareholders were practically all that mattered. By the late 1990s,
the Business Roundtable had changed its tune. The principle objective of
a business enterprise, it now said, “Is to generate economic returns to its
owners . . . [If] the CEO and the directors are not focused on shareholder
value, it may be less likely the corporation will realize that value.” The
shareholders had won. Or, as Gordon Gecko said in the movie Wall Street,
“Greed is good.”"”

The long-term struggle between individual large corporations and their
workers, clients, and smaller-scale competitors escalated, with the large
corporations going on the offensive. In the face of a wave of labor unrest
in the 1970s and growing competition from abroad, employers placed re-
newed emphasis on labor flexibility and on control over their workers. At
home they shifted from long-term commitments to their employees to the
use of temporary and part-time employees, freelancers, and other workers
deemed “outside contractors.” Ever larger parts of both production and
administration were outsourced to other domestic or foreign companies.
Advances in automation technology increasingly permitted replacement
of potentially obstreperous workers with lower-cost, more docile ma-
chines. Companies also showed a growing resistance to the pay and benefit
demands of unions, and a greater willingness to vigorously fight union
organizing campaigns and strikes. In the marketplace, Walmart, Home
Depot, and other huge national retail chains used the savings from their
enormous scale of operations, along with aggressive use of loss leaders, to
drive millions of small retailers out of business. Small mom-and-pop retail
establishments providing day-to-day commodities such as food, clothing,
hardware, and books were driven out. This, in turn, contributed to the col-
lapse of smaller scale, “people-friendly” neighborhoods.”

The aggressiveness of large corporations was especially evident in
banking and other financial institutions. Before the 1960s, banks were
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staid, heavily regulated institutions, investing mainly in government bills
and bonds and short-term loans. Most corporate investment came from
funds generated internally by the corporations themselves. But then, with
Citibank’s CEO Walter Wriston leading the way, banks surged into retail
banking and credit cards and into investing in equities and derivatives. As
federal regulations were loosened, both consumer banks and investment
firms began to invest heavily, often recklessly. The line between what in
retrospect get called “reckless” sub-prime loans and “predatory” loans be-
came harder and harder to see, and the banks’ products—“derivatives”
and other complex financial instruments—became less and less easy to un-
derstand. Today, four banking groups (JP Morgan Chase, Citigroup, Bank
of America, and Wells Fargo) have assembled assets equal to 43 percent of
the Gross Domestic Product of the United States, four times the relative

amount they controlled twenty-five years ago.”!

The Rise of Nonprofits

A second change in the organization of private enterprise, easily overlooked
amid the rapid growth of multinational corporations, was the emergence
of the giant nonprofit organization. There is nothing new about nonprof-
its, of course. What is new is their dramatic growth in numbers and in size.
Today elementary and secondary schools, universities, hospitals, think
tanks, social welfare organizations, charities, unions, trade associations, so-
cial clubs, fraternal societies, churches, foundations, and other types of or-
ganization categorized by the Internal Revenue Service as “not for profit”
enterprises account for about 10 percent of U.S. employment, up tenfold
since the early twentieth century and threefold or fourfold since 1960. By
official estimates, nonprofit enterprises are responsible for 5.4 percent of
the GDP, but this figure may significantly underestimate their impact, due
to the way the statistics are gathered. Their annual revenues, $2.16 trillion in
2012, are the equivalent of more than 13 percent of the GDP.*

What defines an enterprise as being “nonprofit” is not the absence of
profits in the usual sense of the word (that is, revenues in excess of ex-
penses). A more accurate name would be “non-taxpaying organization.”
A nonprofit is defined by the U.S. tax code as an organization ostensibly
organized for purposes other than making a profit and that has no share-

holders to distribute profits to. In return for presumably serving some
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socially beneficial purpose or providing charity or other forms of commu-
nity service, the organization is exempted from most income, property,
and sales taxes.

Despite their benign name and aura of doing good, nonprofits are
simply a variant form of business enterprise, and they are thoroughly in-
tegrated into the for-profit business system. Some provide essential ser-
vices to for-profit businesses. For example, the National Football League
(NFL), the trade association for the $9-billion-a-year professional football
business, was a nonprofit until it voluntarily relinquished its tax-exempt
status under heavy political pressure in 2015. The NFL (as opposed to its
individual franchises, which have never been nonprofit) had revenues of
over $300 million in 2012. The U.S. Chamber of Commerce, another non-
profit, spent over $1 billion between 2004 and 2014 lobbying for business
interests.” Other nonprofits serve as conduits for other companies to make
profits. Nonprofit hospitals, for instance, provide an enormous market for
the products of the pharmaceutical industry, and nonprofit charter schools
provide a market for the products of testing companies such as Pearson.
(I'll have more to say about this in chapters 2 and 3.)

Nonprofits are also central to the research endeavors of for-profit enter-
prises. The 1980 Bayh-Dole Act (the Patent and Trademark Act) permit-
ted universities and hospitals to patent products or processes discovered
by their researchers using federal tax dollars and license them to for-profit
companies. For example, the anticancer drug Taxol was developed by
Florida State University (FSU) scientists with almost half a billion dollars
in federal grants. FSU licensed it to drug maker Bristol Myers Squibb,
which, after more research and testing, marketed it, accounting for almost
$10 billion in wholesale revenue for the company. Other highly profitable
drugs, including the anti-HIV drug Truvada (developed at Tufts and mar-
keted by Gilead), the anti-allergy drug Allegra (developed at Georgetown
and marketed at Sanofi), and the anti-wrinkle drug Renova (developed
at the University of Pennsylvania and marketed by Johnson and John-
son), have similar histories. A former president of the technology-heavy
NASDAQ Stock Exchange estimated that no less than 30 percent of its
value stems from university-based, federally funded research results, com-
mercialized due to the Bayh-Dole Act.?*

In all of these cases, nonprofits serve a legitimate role (though whether

one deserving of tax exemption is debatable), but other nonprofit activities
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are less defensible. For example, a nonprofit may make purchases from
companies linked to their board members. One 2007 study found that ad-
ministrators and directors were involved in insider arrangements at nearly
half of large nonprofit organizations, including universities. Fraud and
embezzlement associated with nonprofits is also common, totaling more
than $40 billion a year from charities alone.”

Though they may not pay profits to shareholders, nonprofits may le-
gally use their income to pay their executives very well. In 2012, Cleveland
Clinic paid its CEO, Delos Cosgrove, $3.17 million; Goodwill Industries
paid CEO John L. Miller $3.21 million a year, Northeastern University
paid its president Joseph Aoun $3.12 million; and the National Football
League (while it was still claiming its tax-exempt status) paid its commis-
sioner Roger Goodell no less than $44 million. The pay of nonprofit CEOs,
including bonuses, like that of their counterparts in for-profit companies,
may be linked to their institution’s financial performance, with higher pay
contingent upon the organization’s financial success.

As if to emphasize the lack of any large difference between nonprof-
its and profit-making enterprises, nonprofits sometimes even decide that
the business benefits of not having to pay taxes are not great enough to
forego openly making profits for shareholders, and they seamlessly shift
to become for-profit endeavors. In the 1990s, for example, the nonprofit
Blue Cross and Blue Shield insurance plans were transformed into very
profitable for-profit companies, shedding their former obligations to the
community (which had included providing insurance coverage regardless
of a customer’s health status and charging the same premiums to all con-
sumers). Anthem, the second-largest health insurer in the United States
and the thirty-eight largest company altogether, with 2013 revenues of
$71 billion and profits of $2.5 billion, is the most prominent member of
this group.”

The Role of Technology

The shift to Third Wave Capitalism was also driven by the emergence
of new technologies. Often these were the result of federal government
investment, later adopted by and benefiting the private sector. Comput-
ers, originally developed in the 1940s as part of the war effort, were first
adopted by big companies in the 1960s to control automated industrial
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processes and to maintain business records, and they have since become
ubiquitous. Container ships revolutionized the movement of goods. Cheap
air transport (also the product of military development) moved passengers
and goods rapidly. Communications satellites and the Internet (both de-
veloped by the federal government) made rapid long-distance communi-
cation cheap and reliable.

New technology transformed the way U.S. companies operated. Many
routine jobs were eliminated, taken over by machines, and many new
kinds of relatively skilled jobs were created. The transportation revolu-
tion made globally integrated production systems, export of production
jobs abroad, and expansion of world trade possible and profitable.”® The
communications revolution permitted outsourcing of many backroom
operations—{rom routine clerical tasks to accounting, design, and legal
services—and enabled coordination of increasingly global enterprises. By
century’s end, home computers and the Internet, and then laptops, smart
phones, and tablets, profoundly influenced popular culture as well as busi-
ness practices, undermining traditional senses of privacy and altering pat-
terns of interpersonal interaction.

Some have argued that technological advances themselves have driven
economic growth in recent years and that recent technological change
has transformed society in an unprecedented way. Some perspective is in
order, however. Though recent technological developments have certainly
had major economic, social, and cultural impacts, their uniqueness can be
easily overestimated. With the possible exception of the computer, most
technological changes of the last half-century had counterparts in earlier
phases of capitalism. Ever since the beginnings of the Industrial Revolu-
tion in the first half of the nineteenth century, transportation and commu-
nication have become ever more efficient, ever faster, and ever cheaper. In
comparison to what went before, industrial capitalism’s railroads, steam-
ships, and telegraph brought different parts of the world into contact with
one another even more dramatically than has the Internet. Corporate
capitalism’s tractors, insecticides, and fertilizers revolutionized agriculture
around the world, leading to massive immigration, rural depopulation in
the United States, and the continued rise of the country’s great cities. The
medical advances of corporate capitalism saved children from infectious
diseases and prolonged life, forever changing our perceptions of child-

hood, adolescence, and aging. The computers of Third Wave Capitalism
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may have dramatically reduced the need for certain types of labor and in-
creased the need for other types, but so did the steam engine and the reor-
ganization of production into factories in the era of industrial capitalism.
And despite the claims to the contrary of those star-struck by the cyber
age, the jury is still out as to whether the rise of digital technology, mobile
computing, and the Internet and their competition with the printed word
and the physical phonograph record will turn out to be comparable in their
social and cultural implications to the invention of moveable type.

Seeing technology as the major driver of economic and social change,
blaming it for the ills of contemporary society or, conversely, looking to
technology for solutions to our contemporary woes, can divert attention
from underlying economic and political explanations. Yes, the improve-
ments in communications and transportation of recent decades certainly
facilitated globalization, but, as nineteenth-century British imperialists
could testify, globalization could proceed quite well with ships and hand-
written manifests. High-tech created vast fortunes (e.g., Microsoft, Google,
Intel, and Facebook), but so did coal, oil, and railroads, and so did radio,
television, and airlines. Sophisticated medical equipment has transformed
health care, but the rise of the health insurance industry in the 1950s and
the consolidation of hospital systems that began in the 1960s predated it.

New technologies may create a demand for new products or undercut
old business models or enable new behaviors, but nothing automatically
links invention to demand. It is not the impersonal progress of technology
and its inevitable impact on society that explain history, but human ac-
tions. As C. S. Lewis wrote, “What we call Man’s power over Nature turns
out to be a power exercised by some men over other men with Nature as its
instrument.”® Take the 1960 introduction of the birth control pill, which
helped foster the sexual revolution and the new feminist movement of the
late 1960s on. The origins of the pill lay in a Mexican pharmaceutical com-
pany’s commercially motivated synthesis of progestin analogs, intended as
the basis for a fertility drug. But the road to the pill coming into use as a
contraceptive and having a massive cultural impact led through a series
of deliberate human actions: private funding by women’s suffrage activ-
ist (and International Harvester heiress) Katharine McCormick; a 1965
Supreme Court ruling (Griswold v. Connecticut) establishing the consti-

tutional right to use contraceptives; the liberalization of Catholicism by
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Vatican II; and disingenuous advertising by pharmaceutical giant G. D.
Searle (who initially marketed the pill as a treatment for menstrual disor-
ders).* In short, the introduction and impact of the pill were not the inevi-
table consequence of new technology. They were the product of political
demands and social change and corporate profit-secking as much as their
cause.

To take another example, the current crisis in the publishing industry is
often ascribed to technology. To be sure, millions of people have switched
from a daily paper to the 24/7 news sites on the Internet, ads on Craigs-
list and eBay have eaten into newspaper want ad revenues, the ebook has
undercut publishing companies’ traditional pricing, and Internet journals
such as Slaze have become an alternative to printed magazines for readers
and for writers. But the publishing crisis long predates the World Wide
Web and the ebook. Leveraged corporate takeovers in the publishing in-
dustry in the 1980s and 1990s resulted in the new owners demanding profit
margins that their market could never sustain (see chapter 5). The poster
child for failure due to leveraged over-expansion was the Chicago-based
Tribune Company, which by 2008 owned twelve newspapers, twenty-three
television stations, a national cable channel, and assorted other media hold-
ings, but which also was $13 billion in debt. Faced with declining circula-
tion and ad revenues, it was unable to pay its debts and in 2008 it declared
bankruptcy.”

The result of the financial pressures on publishing has been a substan-
tial narrowing in what kind of book can get published and a decline in the
willingness of newspapers to meet the demands of any but the largest mass
audience. At the next remove, we see a narrowing of readers’ expectations
and of taste, a narrowing of the formal possibilities that most writers are
able to imagine, and a narrowing of the imagination for all. But although
new technology may have delivered the deathblow, it was not the source
of the underlying disease.

Assessing the interactions between technology and other social pro-
cesses is crucial. If advances in technology are independent of social forces
and if technology per se is responsible for economic and social change, then
negative changes in people’s experience are no one’s fault, and change—at
least social and political change—is both irrelevant and impossible. Only

technological fixes are possible.
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The Nature of Third Wave Capitalism

Whatever its sources, Third Wave Capitalism is characterized by a distinc-
tive ideology, a distinctive relationship between business and government,

and a distinctive way of getting rich.

The Triumph of Ideology

The emergence of Third Wave Capitalism was accompanied by the tri-
umph of ideologies that centered on the belief in market-based solutions
to all social problems and the exaltation of the rights of the individual over
the needs of the community. The so-called free market was equated with
freedom itself. Businesses demanded direct and indirect government aid
while insisting that the right to remain free of government supervision was
the essence of the American Dream. Corporations are persons, declared
the Supreme Court, and free spending is free speech.

This conservative ideology didn’t just develop on its own. It was devel-
oped systematically and self-consciously at the initiative of conservatives
in the religious, business, and political communities. It was elaborated by
academics, promoted by wealthy individuals and corporate executives, as-
sertively promulgated through local and national political campaigns, and
spread by conservative talk radio, Fox News, and thousands of local and
national groups, ranging from the organizations of the religious right to
the Tea Party (see chapter 6 for more on this).

Along with conservative ideology came an attack on liberalism, includ-
ing an effort to demonize the very word. Liberalism, Bill Moyers once said,
consists of “public action for the public good.”* Proponents of such liber-
alism have been on the defensive in the United States since the early or
mid-seventies. By the standards of 2015, at least, the last “liberal” president
was the not-very-liberal Republican Richard Nixon, who expanded the
Food Stamp program, applied cost-of-living adjustments to Social Secu-
rity, expanded the role of affirmative action, proposed what became the
Earned Income Tax Credit, and signed the Clean Air Act of 1970.** But
the Vietnam War and the decade of stagflation that followed combined
with the rise of free market ideology to undermine popular trust in gov-
ernment. From the cautious centrism of Presidents Carter and Clinton,
through the outright assault on the liberal tradition by Reagan and both
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Bushes, to the political stalemate of the Obama years, little of liberalism
has survived. In its absence, all that is left is an exalted belief in the rights
of the individual, unfettered by any moral requirement to consider the
well-being of others.

In the booming nineties, it sometimes seemed as if free market capital-
ism might be able to provide some of the social benefits that liberals in
earlier years had assumed could only come from the public sector. During
the Clinton years, there was, in fact, some decrease in overall inequality. In
some measure this resulted from relatively rapid economic growth and the
lack of serious recessions, but it was not entirely the free market at work.
It was also the result of government action, including an increase in the
top income tax rates, an increase in the Earned Income Tax Credit, and
increased government spending for both K—12 schools and higher educa-
tion. Even so, the top 1 percent widened their advantage over everyone
else.*

It took the 2008 financial crisis to finally reveal the hollowness of
the free market solution. At the level of the individual, the free market
had brought rising incomes only for the upper levels of U.S. society.
For the rest it meant stagnating wages, intransigent unemployment
and sub-employment, and the unraveling of the social safety net. Far
from being convinced that the automatic functioning of the market was
in any way dysfunctional, however, conservatives doubled down. The
failures of the last decades, brought on by the failure of government to
act and the overreliance on the free market to solve all problems, led
to an even more concerted right-wing attack on the idea that govern-
ment can (or should) help. To conservatives, Adam Smith’s “invisible
hand” rules, and even the possibility of public action for the public good
grovels before it. It is the pursuit of self-interest alone that leads to the
good of all.

The now four-decades-long retreat from public efforts to systemati-
cally address social problems is a correlate of the rise in free market ideolo-
gies and of the collapse of organized countervailing forces such as unions
(see below and chapter 4). At a societal level, efforts to reduce poverty and
eliminate racial and ethnic inequities faltered, and wages for working
families stagnated. The conservative response was to blame poor people
for their own misfortune and to shift attention to street crime, the federal

deficit, and the rights of gun owners.



30 Chapter 1

The New Private-Public Intimacy

The rise of multinational corporations and of giant nonprofits, the new
technologies, the spread of free market ideologies glorifying the individ-
ual, and the collapse of liberalism interacted with one another to produce
a second major defining characteristic of Third Wave Capitalism: a vastly
increased intimacy between the private sector and the state. The state had
always served the needs of business, of course, but in Third Wave Cap-
italism the economic and political distinctions between the state, private
enterprise, and the nonprofit sectors have become increasingly blurred.
Whether in health care, military equipment, education, technology, or fi-
nance, it’s very hard to make money any more without major government
involvement.

Recall what came before. Until the 1960s or 1970s, the federal govern-
ment and many state and local governments, with prodding from unions,
civil rights organizations, a wide range of advocacy groups, and other com-
ponents of civil society, served as a partial counterbalance to the power
of the private sector. The basic operations of the capitalist economy were
never challenged (howls of protest from the right notwithstanding), but
federal and state regulatory systems did counter many of the worst excesses
of private enterprise. At the federal level, at least, a moderately progres-
sive system of taxation prevailed, and compared to pre-Depression days
the distribution of wealth and income became less unfair. Federal fiscal
and monetary policy moderated recessions. Americans’ economic security
were underpinned by governmental programs such as Social Security and
Medicare, minimum wage and maximum hour laws, unemployment com-
pensation, mortgage and housing subsidies, and Food Stamps. Quality of
life was sustained by environmental and occupational health and safety
regulation. The government protected the position of labor unions and,
from the sixties on, the rights of racial and ethnic minorities and women.
These government roles helped maintain an implicit social contract:
working-class and middle-class Americans would accept the economic
and political structure of society in exchange for a steady increase in their
standard of living, quality of life, and political and social rights.”

Then, beginning in the late 1970s, everything changed. Against a back-
ground of the largest strike wave since the post—World War II shutdowns
of 1945-46 (with many of the strikes initiated by rank-and-file workers
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without the approval of the union bureaucracy), business went on an anti-
union crusade, aided by its allies in government.*® Manufacturing employ-
ment, the most important source of union membership, began a steady
decline, the victim of automation, outsourcing, and foreign competition.
The federal government became increasingly hostile to unions. National
Labor Relations Board (NLRB) decisions impeded union organizing. The
Internal Revenue Service allowed corporations to redefine an increasingly
large part of their staffs as independent contractors, supervisors, part-time
workers, or interns, exempting them from the protection of the NLRB.
And in 1981, the Reagan administration decided to break the air traffic
controllers’ strike. Individual companies stepped up their war on unions,
or picked up shop and moved production to non-unionized facilities in the
American South or in low-income countries. Not surprisingly, union mem-
bership and union power plummeted. Union membership, expressed as a
percent of employed workers, dropped by two-thirds from its 1954 peak.
At the same time, the civil rights movement, the militant black and
Latino community movements, the New Left, and the feminist movement
of the late sixties and early seventies also declined or were defeated. The
FBI’'s COINTELPRO (an acronym for COunterINTELIligence PRO-
gram, a series of covert and often illegal efforts to infiltrate, discredit, and
disrupt “radical” social movements), played a major role in their decline.
The collapse of these movements combined with the decline in the union
movement dramatically reduced the pressure on government to sustain
the social gains and worker and consumer protections of earlier years.”
The decline in countervailing forces, the rise of conservative free mar-
ket ideology, and the pressures of globalization together provide the con-
text in which government and the private sector cozied up. Government
became ever more closely allied with business interests, and deregulation
of business became a permanent project of both Republicans and Demo-
crats. In the late 1970s, Democrat Jimmy Carter led the way, deregulating
airlines and trucking. Republican Ronald Reagan followed, loosening reg-
ulation of savings and loans, oil and natural gas production, interstate bus
service, and ocean shipping, and weakening the vigor with which remain-
ing regulations were enforced. Under Republican George H. W. Bush,
some environmental regulations were strengthened but regulation of the
electric power industry was loosened. Democrat Bill Clinton continued

the tide of deregulation, repealing the 1930s Glass-Steagall Act, which had
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separated commercial and investment banking, and deregulating the fi-
nancial products known as derivatives. In the wake of the financial crisis
of 2008, some re-regulation of financial institutions became inevitable, but
in the years since the passage of the Dodd-Frank Act, efforts to roll back
the new regulations have reappeared, with support from Republicans and
some Democrats.*

Under Democrats and Republicans alike, programs that had historically
been governmental were spun off to semi-autonomous “authorities” such
as the Long Island Power Authority (electricity) and the Massachusetts
Water Resources Authority (water and sewer services). Other programs
were simply given to the private sector: Federal government-sponsored
private enterprises such as Sallie Mae originated, serviced, and collected
private education loans and Freddie Mac guaranteed home mortgages. The
operation of these programs became less accountable and less transparent,
and the private agencies running them took a cut of the taxpayer-provided
funds as profits and as high executive salaries.

The U.S. government bailout of banks and auto companies in the wake
of the 2008 crash is well known, but long before that it had bailed out,
among others, Lockheed in 1971, Chrysler in 1980, savings and loans in
1989, and the airline industry in 2001. Governments also directly contracted
with private, for-profit firms to carry out what had long been government
functions. Such contracting now adds up to more than $500 billion a year
at the federal level, more than one-third of all federal government dis-
cretionary spending. State and local governments outsource billions more.
Private firms were hired to carry out military functions (Blackwater, for
example), intelligence functions (e.g., Booz, Allen, Hamilton), and infor-
mation technology and communications functions (EDS). They were hired
to operate prisons and Immigration and Naturalization Service detention
centers (e.g., Corrections Corporation of America), to operate public trans-
port systems (e.g., Accenture), to run schools (e.g., KIPP, Gulen, Success
Academy), to develop and maintain roads (e.g., Infrastructure Corpora-
tion of America, Plenary Roads Denver, VMS Inc.), and to administer
Medicare and Medicaid (e.g., United Health Care, Humana). At the same
time, wealthy people, working through nonprofit foundations and think
tanks, undertook previously governmental tasks, such as developing, pro-
moting, and financing education “reform,” with little or no input from the

public (see chapter 3).%
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Sometimes the outsourcing was not deliberate but was the result of the
private sector’s ability to compete effectively with the public and nonprofit
sector (often by cherry picking the most profitable lines of business). Thus
chains of proprietary general and psychiatric hospitals such as Hospital
Corporation of America and Psychiatric Solutions have taken over an
ever-growing part of health care, and Fed Ex and UPS have taken over an
ever-increasing portion of mail delivery. There is little evidence that out-
sourced or privatized services are more efficient than government-run ser-
vices. To take one example, FedEx and UPS use the U.S. mail to ship the
more than one-third of their ground deliveries that are not cost-efficient
for them to do themselves. That is, they shift their high-cost deliveries to
the government.”

Generally the last decades have seen the emergence of what have been
called “complexes” of intimately interacting businesses, nonprofit, and
governmental enterprises. First came the “military-industrial complex,”
against which President Eisenhower warned in his 1961 farewell address.
By 1970, the lineaments of a medical-industrial complex had begun to
emerge (see chapter 2). Today, an educational-industrial complex (chap-
ter 3), a prison-industrial complex (chapter 4), and, for all intents and pur-
poses, a banking-industrial complex have joined the others.

Elections themselves have come increasingly under the sway of private
enterprise. With the Supreme Court’s 2010 Cizizen United and 2014 Mc-
Cutcheon decisions, what few barriers remained between money and po-
litical power disappeared. Reflecting the decline of organized labor, the
rise of new technologies such as social media, and the massive flows of
corporate and individual money into politics, the basis of American politics
shifted from a “community organizing” model, driven by grassroots activ-
ism and by unions, to a “mass communications” model, based on televi-
sion, robocalls, social media, and other technology-driven approaches.

Increasingly the state, influenced by corporations, took on a direct role
in shifting resources from poor to rich. Lobbyists (often circulating back
and forth between government positions and the private sector), regula-
tors (in cahoots with the regulated and often going from working for the
regulatory agencies to working for the companies they had regulated),
legislators (increasingly dependent on the corporate rich for campaign fi-
nancing), mogul-controlled media, and other elite-controlled cultural in-

stitutions systematically sought to shift wealth toward the owning classes.
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In many cases, industry lobbyists actually wrote tax regulations, to the
benefit of the well-to-do. The maximum individual marginal tax rate,
70 percent in the seventies, was dropped to 50 percent, then to 28 percent
under President Reagan. It was raised to 39.6 percent under Bill Clinton,
cut to 35 percent by George W. Bush, and returned to the Clinton level
under Barack Obama. It still remains far below the 1945-86 levels, how-
ever, and Obama era cutbacks in federal spending shifted a greater part of
the overall tax burden to the states and cities, where the tax rates are much
more regressive. At the same time, under the influence of free market ide-
ology proclaiming that “big government” and deficits were at the root of
all economic difficulties before and since the financial crisis of 2008, tax
cuts and government subsidies amounting to an estimated $100-200 bil-
lion a year were provided to corporations.*!

Other public policy changes directly undercut the economic position of
working people. The federally mandated minimum wage, which under-
lies the entire wage structure, was allowed to decline simply by not raising
it. The minimum wage peaked in purchasing power in 1968. If the 1968
minimum wage had merely kept up with inflation, the minimum hourly
wage today would be $10.79, almost 50 percent above its current level. If it
had increased proportionate to the gains in worker productivity, it would
be nearly $18.50 an hour (and well above the $15 an hour which today
is often denounced as a radical demand that would destabilize the labor
market). As for the long-term unemployed, cash benefits under the federal
welfare program, Aid for Families with Dependent Children, declined
47 percent, adjusted for inflation, even before the 1998 Clinton welfare
reforms. Since then they have declined another 20 percent and are avail-
able to far fewer people in need. Failure to adjust the salary threshold enti-
tling salaried employees to overtime pay and tax law changes encouraging
the move from defined benefit pension plans to defined contribution plans
(which shift the risk to the employee) further reduced worker security.

Ironically, the social safety net, which was developed in the era of cor-
porate capitalism to enable workers to withstand temporary adversities,
in the era of Third Wave Capitalism has been turned into a subsidy to
enable employers to pay lower wages. One recent study found that nearly
three-quarters of the people helped by programs geared to the poor are
members of a family headed by a worker. Their employers are able to pay

them low wages only because the workers can fall back on the more than
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$150 billion a year that state and federal governments spend on four key
programs used by low-income working families: Medicaid, Temporary
Assistance for Needy Families, food stamps, and the Earned Income Tax
Credit. Housing and child-care subsidies provide additional aid.*

Rent-Seeking and the Accumulation of Wealth

The third major defining characteristic of Third Wave Capitalism is the
tendency for rewards to go not to those who create wealth but to those who
succeed in using their power over government and private institutions to
grab a greater share of the wealth that would have been produced in any
circumstances.

Economists call this “rent-seeking.” As Nobel Prize—winning econo-
mist Joseph Stiglitz and Harvard public policy professor Linda Bilmes
explain,

The word ‘rent’ was originally used, and still is, to describe what someone
received for the use of a piece of his land—it’s the return obtained by virtue
of ownership, and not because of anything one actually does or produces.
This stands in contrast to ‘wages,” for example, which connotes compensa-
tion for the labor that workers provide. The term ‘rent’ was eventually ex-

tended to include monopoly profits [and] other kinds of ownership claims.®

Thus, the profits gained when the government grants a company the right
to import a certain good, such as sugar, at a favored tariff rate, or grants the
right to mine or drill on public land, or grants preferential tax treatment
for particular industries, all constitute rents.

Every functional society since caveman days has produced more goods
and services than are needed for bare survival, and in every society there
has been an ongoing battle over how to divide up this “social surplus.”
Slave masters struggled with slaves over how much food the slaves would
get, and feudal lords struggled with serfs over how many days of labor
a year would belong to the lord. In more recent times, landlords battled
renters, bankers battled borrowers, manufacturers battled workers, and
merchants battled customers.

Historically there have been many tools and weapons used by those

with power to seize a disproportionate share of the social surplus. Legal
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codifications of status underlay the slave-owners’ ability to seize the sur-
plus produced by their slaves. Tradition helped determine the share that
feudal lords extracted from their serfs. Ownership of land or of the ma-
chinery of production gives landlords and manufacturers the upper hand
over renters and workers. Reputation and status enable a few pop stars to
earn far more than many equally talented singers. Intellectual and social
capital, including access to government and corporate officials at home and
abroad, enable Bill Clinton and Henry Kissinger to make fortunes offering
up their opinions (labeled “consulting and speaking”), even though they
are no longer in office.

In Third Wave Capitalism, the above mechanisms still apply, but in-
creasingly it is power that determines the distribution of earnings and
wealth. That is, rent-seeking is the route to wealth. Government deter-
mines what the tax rates are, what is fair competition, what business ac-
tivities are legal, what portion of the social costs of air and water pollution
corporations have to pay, what kinds of debts can be discharged through
bankruptey laws, what kind of personal assets can be protected when one
is eligible for Medicaid, and what inequalities in access to financial infor-
mation are permissible. With the increasingly tight ties between govern-
ment and the private sector and the increasing centrality of federal, state,
and local government policies to business operations, the road to riches
lies in gaining control over those policies. It means working hand-in-hand
with elected officials to limit regulation of business, to gain access to direct
and indirect governmental subsidies, and to encourage the shift of poten-
tially profitable activities from government to private enterprise (whether
for-profit or nonprofit).

The rent-seeking sector par excellence is the financial industry. As Stig-

litz and Bilmes write,

[The financial industry] now largely functions as a market in speculation
rather than a tool for promoting true economic productivity. . . . Rent seek-
ing goes beyond speculation. The financial sector also gets rents out of its
domination of the means of payment—the exorbitant credit- and debit-card
fees and also the less well-known fees charged to merchants and passed on,
eventually, to consumers. The money it siphons from poor and middle-class
Americans through predatory lending practices can be thought of as rents.
In recent years, the financial sector has accounted for some 40 percent of all

corporate profits.*
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Rent-seeking, put in blunt terms, is nothing more than the naked redis-
tribution of wealth from those with less power to those with more. In the era
of rent-seeking, social conflict increasingly focuses on laws and regulations,
social benefits, private subsidies, and other governmental and corporate
policies and programs that affect market share, credit, wages, and profits.

Even in the private sector, wealth more and more comes not from pro-
ducing something or performing some service of value, but from power
within the corporation. CEOs generally heavily influence the appointment
of the members of their corporate boards, which in turn determine the
CEOs’ pay. In recent years, they have used that power to their own ben-
efit. In 1973, the typical CEO at a top U.S. firm earned annually about
twenty-two times what a full-time, nonsupervisory worker in their com-
pany earned. By 2000, the ratio had reached 383 to 1. Since CEO pay is
usually tied to the value of the firm’s stock, the CEO-to-worker pay ratio
fell during the 2001 and 2008 recessions, when stock prices fell, but it re-
covered along with the economic recovery. Since 2009, while worker com-
pensation has remained flat, CEO compensation has grown by more than
33 percent. Other top managers have shared in the gains. A significant part
of the dramatic increase in income inequality in the U.S. over the last few
decades stems from this factor alone.”

Anotherpotentsourceof wealthisadifferenttypeof power—monopolistic
power over markets. To take one example, drug companies’ ability to ob-
tain favorable patent laws, together with their ability to get Congress to
pass a law barring the government from negotiating the drug prices paid
by Medicare, enable them to charge whatever they will for their drugs. And
where does the Bill Gates fortune come from? It is not a reward for his
being a better computer programmer than anyone else, or even for his cre-
ating Microsoft Windows thirty years ago. Microsoft extracted an average
of $180 (shall we call it the Gates tax?) from every man, woman, and child
in the United States who bought a computer, through Microsoft’s power to
force computer manufacturers to make Windows their operating system

and to bundle Internet Explorer and other software with Windows.*

Why Does It Matter to Call It Third Wave Capitalism?

I began this chapter with a question: how did America go off the track in
the four decades following the mid-1970s? Since then we have seen rising
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inequality, stagnating wages, and a poverty rate that just won’t go down,
even in prosperous times. Health-care costs rise with no apparent limit, de-
spite the failure of our health-care system to match those of other affluent
countries. A chorus of demands to reform our “failing” schools continues,
although those schools seem to be giving more Americans more and better
education than ever before. Racial disparities in income, housing, school-
ing, health care, and criminal justice have not improved. Personal misery
and rage are rife; and liberalism apparently has been defeated.

Viewed from the perspective of the transition to Third Wave Capital-
ism, these developments seem less puzzling. They are all the direct con-
sequences of the workings of Third Wave Capitalism, with its blurring
of the distinction between business and government, its absence of coun-
tervailing forces, its pervasive rent-seeking, and its individualistic, free
market ideology. In the decades since the mid-seventies, conservatives and
the wealthy have been able to roll back many of the earlier, hard-won eco-
nomic and social gains of the poor and of the working and middle classes.
As Warren Buffet famously said, “There’s class war, all right, but it’s my
class, the rich class, that’s making war and winning.”¥

In Third Wave Capitalism, great wealth is generated by the dynamic
and relentless corporate search for profits. New technologies, developed
through implicit or explicit government partnerships with for-profit and
nonprofit corporations, are rapidly integrated into production, distribu-
tion, and other business operations. Government underwrites the vast and
very profitable expansion of our health-care system, military industries,
and financial sector. New opportunities for profit-making are seized from
what used to be public systems, such as schools and prisons.

At the same time, the power of those who might have other agendas is
destroyed. Governmental regulation of business is gutted. The very notion
that people, acting collectively and deliberately through government, can
address our common problems is ridiculed, and the capacity for govern-
ment to do so (which may require raising taxes) is weakened. [t often seems
that the only legitimate roles left for government are to enable the already
powerful to seize an ever-larger part of the wealth that is produced—and
to control those who are left behind.
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Health care provides an example of a quintessentially Third Wave
system. Today’s health-care system has come a long way from the
old family doctor, neighborhood drugstore, and community hospital.
Although its major components date back to the era of Corporate
Capitalism and even before, it developed into its current form only
in the years after Medicare and Medicaid went into effect in the late
1960s, at the dawn of the Third Wave era.

Today health care in America is dominated by the medical-industrial
complex, a characteristically Third Wave mix of intimately interacting
for-profit businesses, nonprofit enterprises, and government agencies.
Though generating enormous profits for the private sector, every part
of it is completely dependent on government spending and completely
integrated with public-sector institutions and programs. Huge non-
profit enterprises play a central role not just in the actual adminis-
tration of health services but also in the generation of profits for the

for-profit sector. The well-known high costs of health care reflect the
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control that drug and medical supply companies, insurance compa-
nies, and hospitals have over the health-care enterprise and over gov-
ernment health policy, rather than accurately reflecting the value of the
goods and services it provides. That is, much of the wealth generated
by the health-care system constitutes rent-seeking. And the American
health-care system is both built on and reinforces an individualistic,
free market ideology that simultaneously embraces government subsi-

dization and scorns government intervention.

When I was very young, my father contracted tuberculosis, a disease then
treated by sending the patient to a sanitarium in the countryside. My fa-
ther’s sanitarium stay lasted over a year and a half. Tuberculosis in those
days was still the seventh-leading cause of death in the United States, and,
had my father become ill only a year or two earlier, he probably would
have died. But the year before he became ill, a clinical trial had shown that
the then-new antibiotic, streptomycin, could be used to treat the disease
successfully. My father was enrolled in an experimental treatment pro-
gram (featuring fourteen intramuscular shots a day of the antibiotic) and
recovered, enabling him to live to age ninety-four. I was left with an almost
magical belief in the efficacy of modern medicine. After all, it had saved
my father’s life.

Years later, as a graduate student in biology at Rockefeller University,
one of the temples of biomedical science, one of my mentors was Rene
Dubos. Dubos had played a key role in the development of antibiotics, in
1939 discovering gramicidin, the first commercially produced, clinically
useful antibiotic. He also had written a book, The White Plague, in which
he showed that even before the introduction of streptomycin, the death
rate from tuberculosis in the United States had dropped to less than a quar-
ter of the turn-of-the-century rate. Modern medicine may have saved my
father, but what saved millions of other Americans from TB was not anti-
biotics but better hygiene and other public health measures.'

The goal of health care is, of course, better health—reduced sickness,
disability, and suffering, and longer, more productive lives. We do not de-
sire to get injections, undergo surgery, take medication, or spend time in
a doctor’s waiting room. We seek out health care because it is a route to
health. Any discussion of the problems in the American health-care system
will get us nowhere unless we recognize that that “medical care,” is not a
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synonym for “health care” that health care is not the only route to better
health, and that reducing sickness and disability and suffering is not the
only goal pursued by the health care system.

The Price of Health

Let us start with the conventional narrative, in which we equate improv-
ing health with improving health care and conflate “health care” with
“medical care.” From this perspective, the Affordable Care Act, Presi-
dent Obama’s signature effort to improve the U.S. health-care system, will
probably be the most important lasting achievement of his presidency. It
has certainly been the most divisive political issue in the United States over
the last few years. President Obama declared that passage of the Afford-
able Care Act “answers the prayers of every American who has hoped for
something to be done about a health care system that works for insurance
companies, but not for ordinary people. . . . It’s a victory for the Ameri-
can people.” Supporters such as former U.S. Senate Majority Leader Tom
Daschle proclaimed that “every American’s quality of life will improve
as a result of its passage.” Then-Senate Minority Leader Mitch McCon-
nell retorted that the act was unnecessary, saying the United States already
had “the finest health care system in the world.” Neurosurgeon, conser-
vative pundit and 2016 presidential hopeful Ben Carson upped the ante,
calling Obamacare “the worst thing that has happened in this nation since
slavery.”

The driving force behind the Affordable Care Act was costs. The Amer-
ican health-care system is the most expensive in the world. In 2013, Ameri-
cans spent more than $2.9 trillion on health care. That represents more
than 17 percent of the Gross Domestic Product, the equivalent of $9,255
for every person in the country. We spend 50 percent more per capita on
health than Norway, the second-biggest spender, and more than twice as
much per capita as Sweden, Germany, France, and Japan, all countries
that provide health care whose quality matches or surpasses our own.?

Health-care spending consumes an ever-larger part of family budgets.
Per capita spending on health care has grown more than 300 percent since
1990, four times faster than spending in other sectors of the economy.

The rate of inflation has slowed somewhat since 2008, largely due to the
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lingering effects of the recession and slow recovery. But even by the most
optimistic estimates, although some provisions of the Affordable Care Act
may help moderate inflation in the health-care sector, they will not fun-
damentally change the disproportionate amount of resources going into
health care.*

One mightask, “So what? Whatbetter thing is there to spend our money
on than our health, on relieving pain and suffering and disability and ex-
tending our lifespans?” But the more we spend on health care, the less we
have available to spend on other desired goals. For those with poor health
insurance or none at all, the cost of medical care is borne directly. For those
who do have good health insurance, it is reflected in higher premiums. For
employers who pay all or a portion of their workers’ insurance, the rising
burden of health insurance premiums cuts into their profits. For state and
local governments faced with rising costs for Medicaid (the governmental
insurance program that pays the medical costs of poor people), the rising
cost of care seems to leave little alternative but to cut back on schools and
other needed programs. And the widely held fears that the federal budget
is intractably in deficit, which has driven so much of our recent political
gridlock, largely rests on the belief that costs for Medicaid and Medicare
will continue to soar.

The high costs of medical care also directly affect the health care Amer-
icans receive. Put simply, if you don’t have insurance and can’t pay out of
your own pocket, or if the cost of getting care is a significant threat to your
economic well-being, you delay getting care or fail to get it at all. Despite
Obamacare, many remain uninsured or underinsured. In the summer of
2015, after the second round of Affordable Care Act enrollments, almost
10 percent of U.S. citizens, some thirty million people, still remained with-
out insurance.’ In part this reflects the fact that even with Affordable Care
Act subsidies, the cost of premiums remains a significant barrier for many.
In part it reflects the ideologically driven refusal of many states to expand
their Medicaid programs, despite the fact that the federal government
picks up almost the entire bill.

The burden falls heaviest on people of color and the poor. As of early
2015, more than 15 percent of African Americans, 28 percent of Latinos,
and almost 24 percent of those from poor families regardless of race or eth-
nicity had no insurance. Even many of those, white and nonwhite, who do

have insurance are deterred from seeking needed medical care by soaring
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copayments (as much as 35-50 percent of the cost of each service) and de-
ductibles (often several thousand dollars per family member), as their in-
surance companies try to cut the amount that they have to pay out for their
enrollees’ medical services.®

The results are predictable. A 2013 Commonwealth Fund study found
that more than one in three Americans surveyed reported that they had
skipped a recommended medical test, treatment, or follow-up due to cost,
or had a medical problem but did not visit a doctor or clinic or had not
filled a prescription in the previous two years for the same reason. Even
for those who had health insurance throughout the year, more than
one-quarter reported that their access to health care had been limited by
cost over the preceding twelve months. By contrast, only 4-6 percent of

British and Swedish subjects reported similar problems.”

The Quality of U.S. Health Care

The cost of health care and its consequences are familiar. But what do we
get for that $2.9 trillion? The public conversation about health care seems
to assume that the quality of U.S. health care is high, as good as it gets. Per-
haps in this sense, bragging about the American health-care system as the
“best in the world” might be justified. But this claim, too, fails to stand up
to close examination.

First, the good news: By any reasonable standard, Americans are
healthier now than in the past. Life expectancy at birth has gone up by five
years since 1980 and more than ten years since 1950. The infant mortal-
ity rate is down 52 percent since 1980. Life expectancy at age twenty, age
fifty, and age seventy has also lengthened dramatically, for both men and
women and for both the white and the nonwhite population. Since 1991
alone, death rates from the leading forms of cancer—lung, colon, breast,
and prostate—have fallen by more than 30 percent and age-adjusted mor-
tality rates for coronary heart disease have declined steadily in the United
States since the 1960s.*

Now the bad news: Though, in absolute terms, the health of Americans
has improved, we live shorter lives and experience more injuries and ill-
nesses than people in other high-income countries. In a National Research

Council study, mortality rates in the United States were the worst among
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seventeen high-income countries, including Germany, Japan, Canada,
France, Sweden, and the United Kingdom.

Americans die of higher rates of cardiovascular disease than citizens of
all but two of the other wealthy countries. We have higher rates of respira-
tory diseases and infectious and parasitic diseases than citizens of all but
one of the others, and we have higher rates of diabetes, endocrine diseases,
genitourinary diseases, and perinatal conditions than any of the other six-
teen wealthy countries studied. U.S. adolescents are more likely than their
peers elsewhere to be obese or to have a chronic illness such as asthma.
Older Americans report a higher level of arthritis and activity limitations
than their counterparts. With respect to cancer deaths we are right in the
middle of the pack.’

Despite forty years of spectacular medical progress, much of it based
on made-in-the-USA research, we have actually lost ground compared to
citizens of other industrial nations with respect to infant mortality and life
expectancy at birth, in young adulthood, at midlife, and at age sixty. Before
1965, U.S. infant mortality rates were lower than those in other industrial-
ized countries. Since 1975, however, U.S. performance has steadily dete-
riorated relative to other countries, and today the country has the highest
infant mortality rate and the highest rate of low-birth-weight infants of
any of the wealthy countries. A forty-to-fifty-year-old in Japan, France, or
Sweden can expect to live two to three years longer than his or her equiva-
lent in the United States."

There remain enormous disparities in health status within the United
States, as well. The mortality rate for African Americans in the first days
of life is twice that for whites, and the disparities persist throughout the
lifespan. Life expectancy at birth is more than four years shorter for black
males than for white males, and the life expectancy of a sixty-five-year-old
black man is 1.6 years shorter than that of a sixty-five-year-old white man.
African-American men have a 27 percent higher death rate from cancer
than white men and a 26 percent higher rate of death from heart disease.
African American women have a 14 percent higher death rate from cancer
than white women, despite having a lower rate of new cancer cases, and
they have a 32 percent higher rate of death from heart disease."

Socioeconomic status, education, and geographic location also matter.
A white woman without a high school diploma lives on average 10.4 years

shorter than a white woman with a college degree or more. For white
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men, the gap is even bigger—12.9 years. And although mortality rates
have fallen in most of the United States, they have actually been rising in
recent years for white men and women without a high school diploma, and
female mortality rates (regardless of socioeconomic status) rose in almost
43 percent of U.S. counties between 1992 and 2006."

It is tempting to blame the overall poor performance of the United
States on aggregate measures of health status such as life expectancy on our
having more poor people than other countries categorized as “affluent.”
But even white, insured, college-educated, upper-income Americans have
higher rates of heart disease, diabetes, cancer, and other health impair-
ments than their counterparts abroad.”

What does explains the health lag? By international standards, the
United States does quite well in some aspects of medical care. We excel at
the most advanced high-tech treatments, and U.S. doctors do better than
their peers in other highly industrialized countries at talking with their
patients about healthy lifestyle (e.g., the importance of good nutrition, ex-
ercise, and giving up smoking), encouraging patients to ask questions, and
giving them clear instructions about care of chronic conditions or aftercare
following surgery.

At least part of failure is on the part of the health-care system itself. By
many indices, the quality of U.S. medical care is not up to world standards.
Consider, for example, the almost sacred doctor-patient relationship. The
mythology of the family doctor dies hard, but in fact one in ten Americans
has no regular doctor at all, and only 57 percent of U.S. citizens have seen
the same doctor for five years, rates much lower than those in almost all
other industrialized countries. We are also less likely to get a same-day
response when we call the doctor, and we are less likely to be able to get a
same-day or next-day appointment with our doctor. Even for those with
insurance, a 2013 survey of medical offices found that in cities such as Bos-
ton, the average wait time for a new patient to get an appointment for
nonemergency care in five different specialties (cardiology, dermatology,
obstetrics and gynecology, orthopedic surgery, and family practice) was
almost five weeks."

Many—perhaps most—U.S. doctors and hospitals maintain a high
standard of knowledge and practice. But a patient here has a far greater
likelihood than patients in other industrialized countries of being given a

wrong medication or a wrong dosage at a pharmacy or while hospitalized
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or being given incorrect information about the results of a diagnostic or
laboratory test. Hospital errors are the third-leading cause of death in the
United States, and medical care not meeting current standards of best prac-
tice is all too common. One study of Medicare patients who had suffered
heart attacks found that only 21 percent of eligible patients had received
the optimal medication. Another analysis of hysterectomies performed in
women in seven different health plans found that one in six operations
was inappropriate. Many other studies have found that doctors prescribe
antibiotics for children’s ear infections far more frequently than indicated
and that they often prescribe antibiotics for colds, which is never indicated.
Inadequate treatment of other basic and common medical conditions such
as hypertension is also common."”

If the purpose of our health-care system is to ensure the nation’s health,
it is hard to avoid the conclusion that the U.S. system is not doing a very
good job. Yes, the health of Americans today is significantly better than
it was decades ago, and that is certainly something to celebrate. But U.S.
medical care is overly expensive and for far too many, often inaccessible.
Even if one can get and afford care, it often falls below the standard of
quality expected in other affluent countries. A 2007 New York Times edi-
torial commented that “it is doubtful that many Americans, faced with
a life-threatening illness, would rather be treated elsewhere.” Yet it ac-
knowledged that this might be as much “a cultural preference for the home

team” as a realistic assessment. It is hard to disagree with this conclusion.'®

A Short History

Disturbing though this critique of health care in the United States may be,
it is also profoundly misleading. It diverts us from asking even more basic
questions about American health care.

Let us go back to fundamentals. The goal of health care is better
health—reduction of sickness, disability, suffering, and premature death,
and increase in physical and mental well-being. What determines health?
How could we make Americans healthier?

First, we can try to prevent health-related problems from develop-
ing. Much of the improvement in Americans’ health over the past hun-

dred years reflects a reduction of disease due to overall improvements in
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economic and social conditions and changes in the ways we go about our
everyday lives. Better housing, improved sanitary facilities, cleaner water
and air, reduced work hours, better education, reduced poverty, and the
like have dramatically reduced disease independently of individual health
care. The greatest impact of these changes was on infectious diseases.
Deaths from tuberculosis, typhus, typhoid, scarlet fever, cholera, and other
great nineteenth-century killers all declined sharply, long before specific
vaccines or treatments became available."”

A more explicitly health-oriented approach is to change individual be-
haviors that are associated with poor health outcomes: encourage people
to wash their hands after using the toilet, eat a healthier diet, smoke less,
drive more safely, exercise more, drink less, cope better with stress, and
engage in safer sex. Educational campaigns (e.g., “This is your brain on
drugs”), laws and regulations (e.g., a ban on trans fats in foods), and in-
centives and disincentives (e.g., taxes on cigarettes) all can play a role in
encouraging such behaviors.

Perhaps the best-known and most effective recent example of this ap-
proach has been the campaign to reduce smoking. Educational campaigns
(starting with the Surgeon General’s 1964 report, “Smoking and Health”),
federal taxes on cigarettes (making them less affordable), laws banning
cigarette advertising on TV and radio and sale of tobacco products to mi-
nors, and bans on smoking in public places all contributed to changing
behavior and ultimately the nation’s health. The percentage of people who
smoke has dropped to less than half the 1950s level. As a result, deaths
from lung cancer have declined 12 percent over the last three decades—a
saving of over forty-five thousand lives a year."

Another effective, explicitly health-oriented approach is concerted gov-
ernmental actions to reduce environmental sources of health-related prob-
lems. Many environmental threats to health are obvious and remediable:
raw sewage or industrial wastes dumped into the water supply, toxic sub-
stances released into the air in the course of manufacturing or in providing
services such as dry cleaning, infectious materials in medical waste, par-
ticulate by-products of burning coal for energy, harmful bacteria in food
or milk, safety hazards from poorly designed roads. Other hazards are
embedded in products we use in everyday life and are harder to discern.
We've just begun to understand the risks of “endocrine disrupters” such as

some additives to plastics used for packing food and beverages, pesticides
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used in agriculture, fire retardants in upholstery, and prescription drugs
disposed of by flushing down the toilet (and thence entering the public
water supply). Other health threats, such as those from genetically modi-
fied foods, are more arguable but cannot be dismissed."”

This governmental approach to public health has been very effective.
Our air and water are cleaner and our food supply and waste disposal tech-
niques are safer than years ago, but the battle against known and unknown
environmental, societal, and behavioral sources of illness is far from won.
By one estimate, more than 60 percent of U.S. cancer deaths are caused by
smoking and diet; other environmental causes, such as air pollution and
contaminants in food packaging, also account for a significant percentage.
The major causes of death from breast, lung, pancreatic, and colorectal
cancers, heart disease, stroke, and diabetes remain preventable environ-
mental, social, and behavioral factors. Variations in social determinants of
health, such as poverty, poor nutrition, poor schooling, poor housing, liv-
ing in polluted communities, and unemployment, account for a significant
part of the disparities in health status. And climate change harbors po-
tential new health threats, including prolonged heat waves and increases
in weather-related natural disasters, exacerbation of respiratory disorders,
increased food insecurity, and lengthened transmission seasons and ex-
panded geographic distribution of insect-borne diseases.”

Sadly, many corporate and government behaviors actually undercut
efforts to promote health. For example, nutritionists urge people to eat
less sugar and less red meat. At the same time, however, the U.S. govern-
ment subsidizes sugar, corn, and soybean producers, leading to cheaper
sweetened foods and meat. Meanwhile, soft drink companies and fast food
companies pour billions of dollars into advertising not just their products
but what City University of New York public health professor Nicholas
Freudenberg calls a lifestyle characterized by “hyperconsumption” and the
belief that more consumption is the key to happiness.”!

Some of this disregard for the nation’s health is blatant. For example,
a few years ago the Bush administration, pressured by sugar producers
and the packaged food industry, threatened the World Health Organiza-
tion to get it to tone down anti-obesity guidelines that called for reducing
sugar intake and increasing consumption of fruits and vegetables. In 2015,
the same actors are trying to block a Food and Drug Administration pro-
posal to require that foods be labeled with the amount of added sugar they
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contain. But often, disregard for public health is unintentional, simply a
by-product of the normal functioning of the economic system.”

Harvard public health professor Dariush Mozaffarian observes, “The
main goal of food production through most of human history . . . was
producing as many inexpensive calories as possible that were free from
bacterial contamination and toxins. A whole system was built around
creating, shipping, and storing a handful of products—rice, soy, wheat.”
In the United States, this goal has been met spectacularly. Agricultural
subsidies made the raw products cheaper. Factory farming of cattle, pigs,
and poultry, streamlined industrial processing of foods, and more efficient
transportation and distribution systems made the final products cheaper.
And development of mass markets through advertising brought unit costs
down even more.”

As a result, U.S. consumption of animal protein and total calories is
high and the variety of foods available has increased. Although too many
Americans still experience food insecurity, outright starvation is rare. Most
people obtain more than enough nutrients to maintain their bodies and
public health has benefited tremendously. But in recent years, the problem
has reversed. For many, the problem is that they eat too much, depend too
much on processed foods, and do not eat enough whole grains, fruits, veg-
etables, fish, nuts, legumes, and vegetable oils such as olive oil.

What prevents people from adopting healthier diets? Mozaffarian’s
studies suggest one factor is cost. A healthy diet—one rich in fruits, veg-
etables, nuts, and fish—costs roughly $1.50 more per person per day than
a diet rich in processed foods, red meat, refined starches, sugar, salt, and
trans fats. That comes to about $2,200 a year for a family of four, a major
barrier for most U.S. families. But there are no government subsidies for
broccoli, and agribusiness and food companies have a major investment in
the status quo. The healthy diet does not have the benefit of either govern-
ment subsidy or a long history of corporate rationalization of production
and distribution processes. In the absence of government subsidization of
more healthy foods and reduction in subsidization of unhealthy foods, the
cost-benefit barrier to healthy eating is not likely to change.”

Now inevitably, no matter how effective individual and social efforts
to prevent illness are, sooner or later we will all develop health problems.
It is at this point, and only at this point, that medical care becomes a rel-

evant way of improving people’s health. Preventive medicine (for example,
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immunizations and early detection programs), treatment, and rehabilita-
tion all play an important role.

There is no doubt that advanced medical techniques have significantly
cut mortality from heart disease, cancer, strokes, and acute trauma. A re-
cent study found that better medical care is to thank for about half of the
decline in mortality from coronary heart disease and an even larger part
of the decline in breast cancer mortality.” But—and it is an important
but—medicine can’t take credit for the other half of the decline. In fact,
study after study has found that, taken as a whole, variations in avail-
ability and quality of medical care account for only 10-15 percent of the
variation in health outcomes. The remaining 85-90 percent of the im-
provement in our health is due to our improved standard of living, efforts
to clean up our food, air, and water, and changes in individual behavior
such as reduced smoking and drunk driving. By one estimate, preven-
tive or therapeutic medical practice is responsible for only five of the ad-
ditional thirty years we now expect to live compared to our forebears a
century ago.”

Yet while we spend $2.7 trillion a year on personal health care (includ-
ing public, insurance, and personal expenditures) and our debates about
health care focus on medical care alone, we spend well under 3 percent of
our health-care dollars on public health activities (including campaigns to
change harmful individual behaviors). And the United States spends a far
smaller percentage of its GDP on social services and economic well-being,
including housing, nutrition, education, the environment, and unemploy-
ment support, than do countries such as France, Austria, Sweden, Den-
mark, and Italy.”” Something is wrong here.

I am not suggesting that we should give up on modern medicine. That
train has left the station. There is no doubt that advanced medical tech-
niques have significantly cut mortality from heart disease, cancer, strokes,
and acute trauma. And no matter how much we reduce the burden of
disease through prevention, when we get sick, we want the best medical
care for ourselves. When my father had tuberculosis, antibiotics did save
his life.

The issue is one of balance, and if we don’t understand how our
health-care system became so unbalanced, we will not be able to figure out

how to use our resources in the most effective way to improve our health.
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Where Did We Go Wrong?

The conventional narrative of the progress of American health care focuses
on what doctors do and on the technology that enabled them to do it. Until
the late nineteenth century, the story goes, most health care was provided
by the family and the community. If you got sick, there was little that doc-
tors could do for you, other than bleeding, blistering, and emetics (which
is more what doctors could do 7o you than what they could do for you).
Opined Oliver Wendell Holmes, Sr., a distinguished nineteenth-century
physician also known for his poetry, “If the whole materia medica [drugs
and other substances used in the treatment of disease| as now used could be
sunk to the bottom of the sea, it would be all the better for mankind—and
all the worse for the fishes.” In those days, people went to hospitals only
if they were poor and had no family to support them. In an 1876 essay
awarded a prize by Harvard University, Dr. W. Gill Wylie asserted that
though hospitals were indispensable for the care of accident victims, peo-
ple with contagious epidemic diseases, soldiers, homeless paupers, and “the
insane,” to extend their reach further would only encourage pauperism.
Hospitals, he lamented, “tend to weaken the family tie by separating the
sick from their homes and their relatives.”*

Three scientific advances changed all that. First, chemists such as Hum-
phrey Davy, experimenting with ether and nitrous oxide, two drugs pre-
viously popularly used for a recreational high, and chloroform, a drug
discovered by accident in the course of efforts to develop a pesticide, noticed
that they could be used to produce anesthesia. Physicians such as Crawford
Jones and dentists such as William Morton and Horace Wells soon began
using them to reduce pain. Second, dyes developed to color the newly abun-
dant factory-made fabrics led to dramatic improvements in the ability to
study living material under a microscope. Using these advances, chemist
Louis Pasteur, who was trying to understand the spoilage of beer, wine, and
milk and the silkworm diseases plaguing the silk industry, and physician
and microbiologist Robert Koch proved that many illnesses were caused by
microrganisms. Third, physicist Wilhelm Roentgen, experimenting with
vacuum tubes provided by electrical engineering pioneers such as Heinrich
Hertz, Nikola Tesla, and William Crookes, discovered X-rays. A scientific
basis for both medical practice and public health activities finally became
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possible, based on preventing exposure to germs (e.g., through aseptic sur-
gery and cleaning up water supplies and food), preventing germs from
causing illness (e.g., by means of vaccines and antitoxins), and killing germs
(e.g., with antibacterial sulfa drugs and, later, antibiotics) and on safer sur-
gery, guided by X-rays and made painless by anesthetics.

The tools for using the new scientific understandings in medical practice
took time to develop, and for a while there was still not all that much that
doctors could do. The distinguished medical historian Lawrence Hender-
son once reflected that it was not until “somewhere between 1910 and 1912
in this country, that a random patient, with a random disease, consulting a
doctor chosen at random had, for the first time in the history of mankind,
a better than fifty-fifty chance of profiting from the encounter.”” In those
years before World War I, my own grandmother, reflecting the earlier
skepticism of doctors’ power over illness yet perhaps dimly cognizant of
the changes brewing, alternated among three doctors based on cost. There
was the “five-cent doctor” for minor colds and the like, the “ten-cent doc-
tor” for more serious ailments, and the “twenty-five-cent doctor,” to whom
she turned only when life seemed threatened. Later medical historians
have often judged Henderson overly optimistic about the exact date of the
shift, but by the 1920s and 1930s things had clearly begun to change. Vac-
cines, sulfa drugs and then antibiotics to combat infection, insulin for the
treatment of diabetes, and vitamins to head off a variety of nutritional de-

ficiency diseases came into common use.

The Emergence of the Modern Medical Profession

Thus far, the history I have recounted is more of a history of medical tech-
nology than of medical practice. What about the doctors themselves? In the
early and mid-nineteenth century, they were a disreputable lot, far from
the exalted professionals of the modern era. Few had any formal medical
education, but since little was known of practical medical value, it didn’t
really matter. Various medical sects vied for patients—Ilay practitioners,
homeopaths, osteopaths, “eclectic” healers, and the “allopaths” or “regular
doctors” who were the ancestors of today’s physicians. Doctors complained
about their reputation as quacks and snake oil dealers, bemoaned the cut-

throat competition for patients, and decried their low incomes.
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In the latter part of the nineteenth century, the allopaths went on the
offensive. Their struggle for dominance on health care rested on three pil-
lars. First, they sought to persuade state governments to establish licensing
laws, giving doctors who had completed formal medical training a monop-
oly over the practice of medicine. Then came reforming medical schools
themselves, to create the base of knowledge that any “real” doctor should
have. (Never mind that we are talking about the 1890s, when there was
still not all that much that doctors knew how to do with their knowledge.)
Schools such as Johns Hopkins, the University of Chicago, and the Uni-
versity of Pennsylvania pioneered a new model of more scientific medical
education.

All that remained to ensure allopathic domination over healing was
to reduce the number of competing doctors by reducing the number of
medical schools. Steel magnate Andrew Carnegie and oil baron John D.
Rockefeller rode to the rescue. The Carnegie Foundation hired Abraham
Flexner, a trustee of Rockefeller’s General Education Board (later sub-
sumed into the Rockefeller Foundation), to survey the nation’s medical
schools. His 1910 report Medical Education in the United States and Canada
defined the characteristics of an acceptable medical school. With Rocke-
feller foundations providing millions of dollars for medical schools that
complied with Flexner Report recommendations, and with the Carnegie
Foundation supporting the Council on Medical Education’s demand that
attendance at an approved medical school be a precondition for licensing,
by 1920 half of the pre-Flexner medical schools had closed, and the number
of students graduating medical school annually dropped by 42 percent.*

With the supply of doctors under control, a legal monopoly in place,
and finally the beginnings of some actual medical skills, doctors quickly
rose in social class, income, prestige, and power within the health-care sys-
tem. Almost all doctors practiced on their own or in small groups. Ever
fearful of the threats to their independence from large groups, potential
corporate employers, or governments, they vigorously opposed corporate
medicine and governmental interference.

The doctors’ professional organization, the American Medical Associa-
tion (AMA), quickly became the “voice of American medicine.” In that
role, it effectively worked against reforms in the U.S. health-care system.
In particular, from 1916 on, the AMA took the lead in opposing all propos-
als for national health insurance. In 1936, it successfully blocked inclusion
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of national health insurance in the Social Security Act. In 1947 it mobilized
against President Truman’s renewed efforts to develop a national health
insurance program. In 1965, it suggested that subsidies to the elderly to buy
private health insurance were preferable to the government-run Medicare
program. In the wake of its failure to defeat Medicare and the benefits
physicians actually gained from Medicare and Medicaid, the AMA’s op-
position to change diminished. It remained passive when President Nixon
proposed a national health insurance scheme in 1973. After initially sup-
porting President Clinton’s 1993 Health Security Act, the AMA backed off
and again joined the opposition. Only in 2009-10, when its membership
was down so sharply that it represented only about 15 percent of the na-
tion’s practicing doctors, did it finally support reform, the Affordable Care
Act, although even then its support was not unequivocal.’!

The Triumph of the Hospitals

Meanwhile, hospitals were also assuming their modern form. Before 1890,
they had little to offer patients beyond moral exhortation and prayer, and
they were shunned by the middle and upper classes. With anesthesia, asep-
tic techniques, and X-rays opening the door to safer surgery, however, they
became more respectable, and a wave of hospital construction followed.

Just as the nineteenth-century artisanal workshop and small factory
gave way to the vast corporation, now the thousands of solo and small
group practices were forced to cede power to large medical institutions.
No one doctor could hope to stock an office with all the expensive new
tools of the trade or hope to employ a full team of nurses, lab technicians,
radiologists, respiratory therapists, and other highly skilled helpers. And
as specialization in medicine grew, individual practitioners became more
and more dependent on a stable set of associations with other doctors and
on hospitals. By the 1960s, hospitals had achieved a dominant position in
the U.S. health-care system.

If technology made hospitals important to doctors, it was the growth
of health insurance plans and government financing—especially Medi-
care and Medicaid, which went into effect in 1966—that made hospitals
independently viable institutions with a potential for growth. Essentially
all of the means of financing health services that burgeoned after World



The Health of Nations 55

War II—Blue Cross, commercial health insurance, the federal Hill-Burton
program for hospital construction, and later Medicare and Medicaid—were
oriented toward financing hospitals. Increasingly hospitals could depend
on a guaranteed income. They did not have to depend on individual pa-
tients’ bank accounts or provide large amounts of free “charity” care. Bet-
ter yet, most of the insurance plans paid hospitals on a “cost-plus” basis,
so that the hospitals felt free to expand or buy new equipment, secure in
the knowledge that their costs would be covered. By 2012, more money
($970 billion) was going to hospitals for acute patient care than to all of
Social Security ($730 billion) or all of defense ($650 billion).*

No sooner had the hospital replaced the doctor as the center of modern
medicine than a third phase of development began, characterized by hospi-
tal mergers and affiliations and by the absorption of the doctors. Chains of
proprietary (profit-making) hospitals appeared, along with not-for-profit
multihospital systems. In many cities, smaller hospitals and public hospi-
tals formed affiliations with the big teaching hospitals. As early as the late
1960s, these medical empires—networks of affiliated institutions—had
begun to replace the individual hospital as the basic units of modern medi-
cal practice in many cities. By 1980, about 30 percent of the nation’s com-
munity hospital beds were in one or another form of multi-institutional
system.”

This tendency has dramatically accelerated in the last two decades, as
hospitals sought better bargaining positions with insurance companies
over reimbursement rates. In addition to combining several hospitals into
a larger system, regional hospital networks have absorbed nursing homes
and rehabilitation centers and have spun off primary care, urgent care,
dialysis, one-day surgery, and health-care centers. In New York City, for
example, four private hospital systems (New York—Presbyterian Health
Care System, North Shore-Long Island Jewish Health System, Mount
Sinai Health System, and Montefiore Health System), together with the
New York City—owned Health and Hospitals Corporation, collectively
run almost fifty hospitals, a dozen nursing homes, and several hundred
ambulatory care and primary care centers. In Chicago, Advocate North-
Shore Health Partners alone runs sixteen hospitals, serving some three
million patients.

Beset with rising costs and a large number of uninsured patients, many

rural and community hospitals and public facilities serving minority and
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poor populations closed down altogether. In the late 1990s, Boston Uni-
versity researchers found that nearly 28 percent of acute care hospitals in
fifty-two large and midsize American cities had closed over the preceding
two decades, in a pattern that “may have had an adverse and dispropor-
tionate impact on minority Americans.” Updated research in 2001 showed
that of those hospitals that in the 1930s had served neighborhoods that
were 80 percent or more minority, 70 percent had closed.**

Earlier, despite the growing dominance of hospitals in the health-care
system, most doctors had remained independent of the hospitals. Whether
in solo practice or small group practice, doctors had “admitting privi-
leges” to the hospitals, which enabled them to admit and care for their
own patients when they were hospitalized. The wave of hospital mergers
and affiliations changed all that, and several patterns emerged. Sometimes
physicians banded together to form medical practice organizations, which
contracted with hospitals to provide services. In New York, for example,
the Physician Affiliate Group now includes some three thousand doctors
who provide medical services for the city’s publically owned hospital net-
work. Elsewhere, hospitals bought up doctors’ practices, which continued
to operate separately, though now owned by the hospital. Still other hospi-
tals employed physicians directly. When a community physician admits a
patient to these hospitals, the patient’s care is transferred to a “hospitalist”
and the independent physician no longer retains his or her direct relation-
ship with the patient.

In the 1970s, the overwhelming majority of U.S. physicians were still in
independent solo or small group practices. By 2010, more than half were
directly employed by hospitals or by integrated systems, and more than
two-thirds of young doctors with up to five years in practice were salaried.”

The Rise of the Medical-Industrial Complex

The history I have recounted—a tale of America’s six hundred thousand
doctors, its fifty-seven hundred hospitals, and its ever-improving medi-
cal technology—is a familiar one, but it also leaves a lot out. Government
at all levels appears as a somewhat distant player, financing here, regulat-
ing there, but not central to the endeavor. Insurance companies appear as

financers of health care but of little interest in their own right. The giant
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multinational corporations that produce drugs, durable medical equip-
ment such as wheelchairs and eyeglasses, and medical devices appear only
as the suppliers of the technology that drives health care. The professional-
ization of medicine is explained by technological developments, with no ac-
knowledgement of the fact that lawyers, accountants, engineers, and other
highly skilled occupational groups turn out to have been professionalizing
at exactly the same time, in most cases, without benefit of significant tech-
nological changes, or that the advances such as X-rays, anesthesia, and the
beginnings, at least, of germ theory were themselves products of the Indus-
trial Revolution more than of medicine per se. And what of the 2.6 million
nurses, 600,000 therapists, 2.9 million health technologists and technicians,
and almost 4 million nurses’ aides, orderlies, and others in health-care sup-
port occupations, most of whom are female and who come disproportion-
ately from minority racial or ethnic groups, who provide most of what we
call health care? What of the millions of clerical and custodial workers
who keep the machinery of the hospitals, nursing homes, and doctors’ of-
fices running?*

The conventional narrative of the progress of U.S. health care focuses
on doctors, hospitals, and technology, and on the path that leads from the
old family doctor to the wonders of modern, high-tech, hospital-centered
medicine. New drugs, high-tech equipment, and aggressive care by
well-trained doctors have, of course, saved millions of lives. But the real
story of post—=World War II U.S. health care is not only the technological
miracles but also the emergence of the “medical-industrial complex”—the
tightly linked complex of government, drug companies, medical supply
and equipment companies, health insurance companies, hospital networks,
and the like—and the shift to a narrow, treatment-focused conceptualiza-
tion of health care.”

The U.S. health care system of the 1960s and earlier, despite the emer-
gence of large hospital systems and insurance companies, was still es-
sentially a Corporate Capitalist system, built around an imperative of
providing health care. But then things began to change rapidly. As early
as 1969, Barbara Ehrenreich and I observed that the development of the
medical-industrial complex “may have more impact on health services
delivery than anything that happens in the next decade of medical re-
search.” The impact has been far greater than we imagined. Spanning the

profit-making, not-for-profit, and governmental sectors of the economy,
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health care now accounts for more than 17 percent of our Gross Domestic
Product and employs almost one out of every nine Americans. Health-care
industry profits have grown even more rapidly, increasing fortyfold since
1970, an increase four times as great as that for overall health-care expen-
ditures, and they now account for well over $100 billion a year.*

The medical-industrial complex is made up of four components. First,
there are the providers—not-for-profit and for-profit hospitals, nursing
homes, and rehabilitation centers; clinical laboratories; freestanding am-
bulatory care, dialysis, urgent care, MRI, and other centers; and, of course,
doctors, dentists, and a host of other therapists, whether employed by
hospitals or in private practice. Second come the financers—the health in-
surance companies. Third come the manufacturers—the companies that
produce the materials used in modern medicine—drugs, medical sup-
plies such as syringes, durable medical equipment such as wheelchairs
and glasses, and medical devices ranging from MRI machines and dialysis
equipment to pacemakers. Finally, there is the government—federal, state,
and local—which is itself a major provider and financer but also regulates,
subsidizes, and seeks to manage the whole enterprise.

I will not try to be encyclopedic but rather to focus on a few important

aspects of each of the elements of this system.

Hospitals and Nursing Homes

Hospitals seem a friendly kind of business. Unlike big business corpo-
rations, most of them are nonprofit organizations. They present them-
selves as places that care for you. “The community providers you know
and trust,” proclaims Danbury (Connecticut) Hospital. “Quality and com-
passion,” promises Manhattan’s Mount Sinai. “We never forget that be-
fore you’re a patient, you're a person,” says Boston’s Beth Israel Deaconess
Medical Center.

Hospitals do provide essential human services, but they are much more
than benevolent institutions. Consider the case of New York City’s New
York—Presbyterian Health Care System, one of the nation’s largest hospi-
tal systems. It includes ten acute-care hospitals, three specialty and rehabil-
itation hospitals, and four nursing homes and is affiliated with two medical
schools (Weill Cornell Medical College and Columbia University’s Col-
lege of Physicians and Surgeons). Its hospitals have 2,478 beds and 4,571
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attending physicians. [t employs 21,747 people. In 2013 it had total assets of
$7.4 billion, total revenues of $4.3 billion (including $154 million in invest-
ment income), and total profits of $356 million. In 2011, its CEO, Herbert
Pardes, then in his last year as chief executive, was paid $4.1 million, and at
least ten other executives were paid over $1 million a year. In short, New
York—Presbyterian is a big business. If it had been a for-profit enterprise, it
would have appeared as number 556 on Fortune’s annual list of the largest
companies in the United States.*

New York—Presbyterian is not a typical hospital, of course, but most
hospitals share many of its attributes in scaled-down versions—an excess
of revenues over expenses, high salaries for CEOs and other top officials,
and status as one of the largest employers and one of the largest holders of
real estate in the community.*

Most community hospitals, like New York—Presbyterian, are called
“nonprofit” enterprises, but as I discussed in chapter 1, that term is grossly
misleading. In reality, a nonprofit is just a peculiar form of business en-
terprise. In 2011, the nearly five thousand nonfederal, short-term, general
community hospitals in the United States posted a cumulative profit (i.e.,
excess of revenues over expenses) of $53 billion. In some cases, they owned
for-profit subsidiaries, which do pay taxes. They also served as conduits
for traditionally profit-making companies to make money. For example,
hospitals provided a $1.75 billion a year market for the privately held EPIC
Systems Corporation, a Wisconsin-based provider of information technol-
ogy services to hospitals, earning Judy Faulkner, EPIC’s CEO, a fortune
of almost $3 billion."

The nation’s nonprofit hospitals receive some $12 billion a year in tax
breaks, but their follow-through on their supposed commitment to public
service varies. A study in the New England Journal of Medicine found that
although, taken as a whole, they claim to spend an average of 7.5 percent
of their operating costs on charity care, many spend far less, and what they
consider charity is often debatable. For example, the hospitals count as
charity the money they lose because Medicaid reimburses them at rates
below what they calculate as their costs. The supposed costs are often arbi-
trarily inflated to start with, however. As New York Times reporter Elisa-
beth Rosenthal wrote, “If a hospital forgives a $3,000 bill for three stitches
for a poor patient, how much of that should be counted as charity if the
charges are greatly inflated?” Similarly, expenses for educating health
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professionals (who provide a significant part of the professional services
the hospital delivers, in return for getting educated) are considered a ser-
vice to the community.*

“The standard nonprofit doesn’t act like a charity any more than Micro-
soft does—they also give away some stuff for free,” says University of
[linois tax law professor John D. Colombo. “Hospitals’ primary purpose
is to deliver high quality health care for a fee, and they’re good at that. But
don’t try to tell me that’s charity. They price like a business. They make
acquisitions like a business. They are businesses.”*

Like their for-profit counterparts, nonprofit hospitals may engage in
a variety of business practices to increase their own bottom line that may
not work to the benefit of their workers or their patients. For example,
outsourcing and offshoring of medical tasks such as reading X-rays and
MRTIs, analyzing tissue samples, transcribing medical records, and provid-
ing business processes have increased in recent years, raising issues of both
quality control and patient privacy.*

In addition to the nonprofits, about one in six hospitals are now “propri-
etary,” or profit-making in the usual sense, and do not get tax exemptions.
Proprietaries tend to operate in geographic areas with higher average in-
comes, lower poverty rates, and lower rates of the uninsured than those of
the areas where nonprofits are located. Many of these for-profit hospitals
are owned by large corporate hospital chains, and like the big nonprofit
hospital systems, these chains are big businesses. The fifty biggest chains
have a combined gross revenue of well over $100 billion a year. The big-
gest chain, Hospital Corporation of America, operates 162 hospitals and
113 surgical centers. Number 79 on the 2013 Fortune 500 list, it had profits
of $1.6 billion.”

Drugs and Medical Appliances

Drugs, supplies, and equipment account for 13 percent of health-care
spending. That drug and medical supply companies are big multinational
businesses barely needs saying. In 2013, the top eleven global drug compa-
nies made $85 billion in net profits.* What does deserve emphasis is their
predatory practices and their disregard for public health.

Like hospitals, pharmaceutical companies like to proclaim their be-

nevolent purposes. “The desire of the people in our companies to make a
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difference has inspired every invention, every product, every breakthrough
we’ve brought to human health,” says Johnson and Johnson in its annual
report. Access to medicines is “a cornerstone of Pfizer’s commitment to
health care,” brags Pfizer’s report. What they do not brag about are their
pricing, research, and marketing strategies.

First, the prices Big Pharma charges are so inflated that it is hard to call
them anything but price gouging. In most other industrialized countries,
the government indirectly or directly sets an allowed price for drugs. In
the United States, the government leaves drug companies free to charge
whatever the market will bear, with no relation to the cost of developing
and procuring them. One result: drug companies charge far more for the
drugs they sell in the United States than for the identical drug sold else-
where. The wholesale price for Merck’s top-selling diabetes drug Januvia,
for example, was $1.99 in Europe, $8.20 in the United States. A month’s
supply of Genentech’s cancer medication Avastin costs about $8,800 in the
United States, twice the $3,978 charged in the United Kingdom. Astra-
Zeneca’s Pulmicort, a steroid inhaler, generally retails for over $175 in the
United States, while pharmacists in Britain buy the identical product from
wholesalers for about $20. A 2011 European Parliament study found that
the price in the United States for a standard basket of 150 pharmaceutical
products was about double the level seen in European Union countries.”

Drug companies justify their high prices by explaining that they reflect
the more than $1 billion it takes to develop and bring to market a single
new drug (though how this explains the difference in what they charge in
Europe compared to the United States is hard to understand). Many of the
accounting assumptions the companies use to make their billion-dollars-
a-drug estimate have been sharply questioned. Some analysts believe the
cost per marketed drug is closer to $55 million, about one-twentieth the
drug companies’ claims. In any case, most of the basic research on which
their drugs are based is either directly funded by the U.S. government or is
heavily subsidized by favorable tax treatment.*

Take the case of Gilead Sciences’ Hepatitis C drug, Solvaldi (so-
fosbuvir), a lifesaver for millions of people. Gilead set the price for a
twelve-week treatment at $84,000, or $1,000 per pill. Outside researchers
have estimated that the actual production costs are between $68 and $136
per pill. What about those research costs, though? The basic research, in-
cluding the first set of clinical trials, was funded by the National Institutes
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of Health and other federal agencies. The original researcher patented the
drug and formed a company to produce it, which he then sold to Gilead
for $11.2 billion. Gilead and other private investors, by economist Jeffrey
Sachs’ estimate, put in no more than another $300 million in research and
development. In 2014 alone, Gilead sold $12.4 billion worth of the drug.”

Despite their professed commitment to health care, drug companies’
raison d'étre is to make money for their shareholders. But the profit mo-
tive and the nation’s health are not the same thing, and it is the former,
not the latter, that drives research priorities. The companies do not seek
to develop drugs, no matter how potentially useful, if they are not likely
to produce huge profits. Much of their research expense is wasted on pro-
ducing “me-too” drugs—minor modifications of already existing drugs
that enable a company to compete with the products other drug companies
have already made or to enable them to patent a drug (and so keep out
competition from generic drug manufacturers) when their own patents
expire. In one year alone, the Food and Drug Administration classified
three-quarters of the 119 drugs it approved as similar in chemical makeup
or therapeutic value to existing drugs.”

Which diseases drug development targets is also distorted by the drug
companies’ drive for profits. Drugs for chronic diseases, which patients
will take for the rest of their lives, are profitable, and, appropriately, much
effort is put into their development. But drugs that will be taken only for a
short period, no matter how many lives they might save, are not.

For example, since World War II, death and illness from infectious dis-
eases have been dramatically reduced. However, excessive prescription of
antibiotics by doctors and widespread use of antibiotics in animals has created
new generations of drug-resistant microorganisms. Methicillin-resistant
staphylococcus (MRSA), vancomycin-resistant enterococcus, and other
resistant bacteria have become major threats to public health. Every year
resistant bacteria cause two million serious illnesses, twenty-three thousand
deaths, and an estimated $20 billion in additional medical costs. But for
decades most drug companies have abandoned research aimed at devel-
oping new antibiotics altogether. They simply do not generate revenue.
A few companies have recently tiptoed back into antibiotic development,
with government subsidies and reduced regulatory strictness encouraging
the trend. Still, in the 1980s, thirty new antibiotic entities gained approval
in the United States. Between 2010 and 2012, only one did.”
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Another significant part of the price of medications reflects the enor-
mous expenditures of the drug companies on marketing. Industry-wide,
it has been estimated that drug companies spend 25 percent of their rev-
enues on promoting their products. In one year, Warner Lambert claimed
it spent no less than 47 percent of its revenues on sales and administration.
In many cases, sales costs far exceed research and production costs. In 2013,
Amgen spent $5.2 billion on selling, general, and administrative expenses
(mainly advertising and marketing), compared to $4 billion on research
and development and $3.35 billion to actually produce its drugs.”

A significant part of drug companies’ marketing expenses appears to
serve no socially useful function. Perhaps the best example is the drug
companies’ skirting of Food and Drug Administration regulations to pro-
mote so-called off-label use of medications and to fully disclose safety risks.
When a drug is introduced, it must undergo extensive testing, not only to
prove that it is safe but also to insure that it is effective for the conditions
for which it will be marketed. Legally, however, once a drug is approved
and on the market, a physician can prescribe it for anything, regardless of
the evidence. Despite a few cases to the contrary, there is little evidence
that this serves patients well. But drug companies persist in marketing
their products to physicians for these off-label uses. Pfizer, Glaxo Smith
Kline, Abbott Labs, Eli Lilly, and Johnson and Johnson, among others,
have faced large fines and in some cases criminal charges over this practice
in recent years.”

Most of the powerful remedies in modern medicine are available only
by prescription. The training, experience, and legal authority of licensed
physicians alone decides when they should be used and by whom. It would
therefore seem entirely appropriate for drug companies to market their
products to doctors (though some of their ways of doing so have been
questioned). It is hard to see how the mass marketing of prescription
medications to consumers is useful. In 1997, however, the Food and Drug
Administration determined that advertising prescription drugs on televi-
sion and in newspapers and magazines was okay. The drug companies
rushed in, and we now have TV ads for drugs for diabetes, asthma, high
blood pressure, erectile dysfunction, and the like, complete with rapid-fire
bewildering lists of contraindications and complications. Ads are even di-
rected to children. A few years ago, Pfizer sponsored a season of Sesame

Street, featuring ads for its antibiotic Zithromax, used for children’s ear
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infections, ending with “Pfizer brings you the letter Z—for zebra, and,
of course, Zithromax.” Federal health officials were already warning that
Zithromax was not only more expensive than other antibiotics but less ef-
fective, a warning that has since been corroborated, but it remains a very
popular drug. Many physicians blame patient pressure for their excess
prescribing of antibiotics for colds and ear infections, but if so, it is hard
not to conclude that drug company advertising has contributed to patient

expectations.”*

Health Insurance Companies

Everybody loves to bash health insurance companies—and with good rea-
son. Giant corporations, always ready to raise premiums, until forbidden
to do so by the Affordable Care Act they were quick to refuse coverage to
those who had preexisting conditions (in other words, those who needed
coverage) and to refuse policy renewals to those who used their policy too
much. They continue to excel at creating a bewildering array of plans and
copayments and deductibles and exclusions, cutting payments to provid-
ers, making errors in processing claims that somehow seem to always be
in their favor, and scraping (to use Jaron Lanier’s concept) every penny of
profits they can get out of health-care consumers and providers. They are
an easy target.

The beginning of health insurance was far more benign. The earliest
forms of health insurance were provided by mutual benefit funds, estab-
lished by many unions and fraternal organizations in the late nineteenth
century. My grandfather, working in a Lower East Side shirt factory after
his immigration from Russia, joined the Arbeiter Ring—the Workman’s
Circle, a Jewish mutual benefit society that provided unemployment,
medical, and life insurance for its members (as well as militantly support-
ing social justice causes). The logic of such insurance was clearly mutual
aid. Members paid a fixed amount on a regular basis, regardless of their
individual immediate needs. If and when a member needed it, a pool of
money was there to help. Over a lifetime, some members ended up put-
ting in more than they would actually use. Others would take out far more
than they contributed. Potential patients got peace of mind from knowing
they would be able to pay for needed care, and providers got peace of mind

from knowing that their services would be paid for.
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During the 1930s, with the costs of health care rising and the Great De-
pression cutting into the ability of many to pay, hospitals found their rev-
enues declining and themselves in competition with other nearby hospitals
to fill their beds. Hospitals in many cities banded together to offer hospi-
talization insurance, branded with the Blue Cross symbol by the American
Hospital Association. Many features of the old mutuality embodied by ear-
lier experiments in insurance were retained. Most importantly, Blue Cross
premiums were based on “community rating.” They charged the same
premiums to all patients regardless of health status, age, or sex. In return,
the states offered them tax-exempt status and reduced the normal require-
ment that the insurance companies carry large reserves. The states them-
selves regulated the premiums that Blue Cross hospitals could charge, and
hospitals guaranteed that they would provide insured people with beds
and health-care services at a preferred rate. Soon physicians followed suit,
forming the doctor-controlled Blue Shield plans.

Still, on the eve of World War 11, most people did not have health
insurance coverage. But with war production ramping up and millions
of workers in the military, labor shortages loomed. Workers wanted
higher wages, and employers wanted to be able to offer higher com-
pensation to attract them, but wages and prices had been frozen nation-
wide as a war measure. The National War Labor Board, however, ruled
that benefits such as health insurance would not be considered as wages
or salaries, so unions were freed to bargain for employer-paid health
insurance as part of workers’ compensation. Postwar National Labor
Relations Board and court decisions confirmed this position. Then, in
1954, the IRS declared that it would not consider health benefits as part
of a worker’s income for tax purposes. As a result, they were not consid-
ered in determining payroll or income taxes, a significant tax break for
both worker and employer. The number of people with health insur-
ance mushroomed.

Seeing the success of Blue Cross and Blue Shield, private insurance
companies began competing for the health insurance dollar. Unlike the
Blues, they charged different groups of consumers different rates and
turned down the highest-risk patients altogether. This “experience rating”
system of determining premiums reduced the total amount of care their
overall mix of clients needed and enabled them to charge lower premiums,

despite their lack of any tax exemption.
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Faced with competition from the commercial companies, beginning in
the late 1990s the previously nonprofit Blues began to convert themselves
into publically held, for-profit companies, ridding themselves of the com-
munity rating restrictions on their premiums. Both ex-Blues and tradition-
ally commercial health insurance companies continued to trumpet the old
mutualistic ideals, however. “At Anthem Blue Cross and Blue Shield we
understand our health connects us to each other,” proclaims the formerly
nonprofit Anthem. “Together all the way. . . . See how much healthier
you can be when someone has your back,” promises the always-for-profit
Cigna in its annual report. But in reality, the commercial version of health
insurance eroded what little was left of the mutual aspects of the earlier
insurance.

The business model of a commercial insurance company is to maximize
revenue (by keeping premiums high and by investing their reserves) and to
minimize expenses (by doing its best to not pay for care). They implement
the latter by keeping coinsurance and deductibles high, cutting payment
rates to providers, excluding some medical procedures from coverage alto-
gether, and, until the practice was limited by the Affordable Health Care
Act, cherry-picking patients to eliminate those who might use more care
than average.” They also try to pass administrative costs along to patients
and providers—for example, by requiring them to navigate opaque auto-
mated telephone menus and spend endless minutes remaining on hold for
a customer representative to take a call that they insist is “very important to
us.” They “manage” care, using a variety of mechanisms including provid-
ing economic incentives to patients to select less costly forms of care (ge-
neric rather than brand-name drugs, for example), reviewing the “medical
necessity” of specific services, limiting which health care providers they
will cover, and sometimes restricting the forms of service a provider can
offer.

It is no surprise that many of these practices have created a widespread
perception that health insurance companies are more interested in saving
money and making profits than providing access to health care. They con-
tinue to seek ways to shift costs to the sick and to the providers and to
get around the “no cherry picking” rules of the Affordable Care Act. For
example, in late 2014, advocacy groups charged that some companies were
raising copayments on drugs typically used by those with certain expensive

ailments such as HIV and Parkinson’s Disease. The effect would be to



The Health of Nations 67

make the cost to the consumer with one of these diseases higher than for
patients who did not have any of these diseases, perhaps persuading these

patients to shift to another insurance carrier.”

Government

As with Eisenhower’s military-industrial complex, the rise of the
medical-industrial complex was not simply a testimony to the initiative of
private enterprise. It was the passage of Medicare and Medicaid, in 1965,
at the dawn of the Third Wave Capitalist era, that triggered its devel-
opment, and today all U.S. health care depends on government spend-
ing. Medicare, Medicaid, and the Children’s Health Insurance Program
(CHIP) together directly pay for 40 percent of all medical services.”
A quarter of all hospitals are directly government-owned and operated.
Government-funded research subsidizes drug company products. Federal
and state loans, grants, and bonds subsidize hospital construction. Medi-
care subsidizes hospitals’ costs in providing graduate medical education.
Tax deductions for corporations that pay for their employees’ health in-
surance and Affordable Care Act mandates to buy insurance subsidize the
insurance industry. Government tax deductions for individuals for their
medical expenses subsidize all health-care providers and health products
manufacturers and health-care financers by making the goods and services
they provide cheaper for the consumer to purchase. Government tax ex-
emptions boost the profits of nonprofit hospitals. Federal, state, and local
governments also regulate various parts of the health-care industry, in-
cluding controlling the release and safety of medications (the Food and
Drug Administration), licensing medical professionals (a state government
function), and monitoring workplace health and safety (the Occupational
Safety and Health Administration).”

The lines between government and industry are further blurred by out-
sourcing and privatization of public-sector programs. At the public health
end, the Food and Drug Administration saves money by allowing poul-
try producers to inspect themselves for evidence of sources of food-borne
illnesses.” Within the medical-care system, a much larger program of
privatization is the outsourcing of Medicare and Medicaid claims, pay-
ment processing, call center services, clinician enrollment, and fraud inves-

tigation to companies such as Ross Perot’s Electronic Data Systems. And
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during the Clinton administration, a privately owned but publically funded
system to parallel Medicare was vastly expanded. Under Medicare Advan-
tage Plans (as they are now known), instead of the government providing
health coverage for the elderly, it pays private health insurance plans to do
so0. The Medicare Advantage program costs more per enrollee than the tra-
ditional government-run Medicare and it is poorly controlled. A 2013 U.S.
Government Accountability Office report charged that Medicare may have
overpaid Medicare Advantage Plan companies to the tune of $3-$5 billion
during 2010-12. A provision in the Affordable Care Act called for cut-
ting the subsidies to these private, for-profit programs, but in the spring of
2014 and again in the spring of 2015, the Obama administration, bowing to
industry pressure, rescinded the cuts and increased the subsidies instead.®
Even at the policy level, it is sometimes hard to tell where government
ends and business begins. To take one example, Elizabeth Fowler, the Sen-
ate Finance Committee staffer who drafted most of the Affordable Care
Act, was the vice president for public policy and external affairs (in other
words, lobbying) at Wellpoint (now Anthem), one of the country’s largest
health insurance providers, before taking up her policy-writing role. She re-
placed Michelle Easton, who herself went on to lobby for Wellpoint. Even-
tually, after following up by playing a key role in implementing the ACA,
Fowler moved to drug, medical equipment, and home health products

company Johnson and Johnson as vice president for global health policy.®'

The Impact of the Medical-Industrial Complex

If all were well in the U.S. health-care system, the concerns I have raised
about the medical-industrial complex might seem overblown. But all is not
well. The health-care system is too costly, often unavailable to many, and
sometimes of questionable quality. Measured by its outcome, the health
of Americans, its performance is mediocre by contemporary international
standards.

The Impact on Health-Care Costs

Much of the excessive spending that characterizes the American health-care

system is the direct result of the operations of the medical-industrial
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complex. It is not just a matter of excessive profits. Published figures on
what are conventionally defined as “profits” vastly understate the take
of the medical-industrial complex. Excessive costs are built into the sys-
tem throughout. Not counted in profits are the excess of revenues over
expenses in “not-for-profit” hospitals, or the inordinately high salaries
claimed by top managers of insurance companies, drug companies, and
hospital chains, or the high marketing costs of the drug companies, or
the unnecessary and largely arbitrary fees paid to hospitals, rewarded by
a cost-based reimbursement system for performing unnecessary tests and
procedures. Not counted in profits are the insurance companies’ enormous
overhead costs for underwriting and administration or the inflated ad-
ministrative costs incurred by hospitals to negotiate the complex world of
insurance payments from dozens of different insurance companies, each
with their own rules. Not counted in profits is the distortion of care, away
from lower-cost solutions to health problems and toward high-tech higher
cost solutions.

The magnitude of each of these costs looked at separately is hard to
calculate precisely. One study compared administrative costs for doctors
in the United States, with its multiplicity of insurance and other financing
systems, with those in Canada, with its single-payer system. The U.S. costs
were four times higher. If U.S. physicians had administrative costs similar
to those of the Canadians, the study concluded, the total savings would
be approximately $27.6 billion per year.®” The average doctor, it has been
estimated, spends three weeks a year and about 12 percent of his or her
net revenue on billing and insurance. Other studies note that the costs of
drugs and diagnostic procedures are not only high but are totally arbitrary.
In Philadelphia alone, for example, the cost of an echocardiogram ranges
from to $700 to $12,000. In Belgium, the same procedure costs $80, in Ger-
many, $115.9

Looked at in aggregate, however, we know exactly how much of U.S.
health care costs can be attributed to profits and unnecessary expenditures.
As I noted earlier, Sweden, Germany, France, and Japan, all countries that
provide health care whose quality matches or surpasses our own, spend less
than half as much per capita on health care as we do. A properly organized
system could cut spending by at least 50 percent without reducing quality.

The approaches to reducing the costs of medical care that have domi-

nated recent discussions, including those contained in the Affordable
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Care Act, all but ignore these facts. Some proposals call for administra-
tive “simplification,” but the real issue is not inefficient administration
of the payment system but the inefficiency of the entire payment system
itself. A system in which insurance companies spend billions of dollars
to market their products and underwrite risks and in which provid-
ers spend more billions of dollars figuring out how to wend their way
through the maze of multiple payment procedures and requirements is
inherently inefficient. Others call for “prospective” systems of payment
to replace fee-for-service reimbursement of doctors and cost-plus reim-
bursement of hospitals, or arbitrary “sustainable growth rate” limitations
to payments for doctors’ services or caps on overall hospital spending,
or tort reform to reduce unnecessary spending on “defensive” medicine
(treatment done to ward off potential malpractice suits). But without ex-
amining why costs are so high, none of these approaches can do more
than reduce the rate of increase. Yet others suggest that shifting costs to
the patients through high deductibles and high copayments will create
a more efficient health-care marketplace. Patients, conscious of the real
cost of services, will moderate their own spending. Never mind that all
but the very affluent will fail to seek out necessary spending on preven-

tion and early care of illnesses.

The Impact on Health Policy

The impact of the medical-industrial complex on U.S. medical care goes
far beyond its taking a big cut every time we see a doctor or go to a hospital.
Most immediately, the power of the medical-industrial complex restricts
the range of health policies that are thinkable or realizable.

One might think that in return for massive subsidies and massive out-
sourcing of health programs, the government would be able to make de-
mands on the health industry to be more responsive to people’s needs. But
in the America of Third Wave Capitalism, deregulation and governmen-
tal kowtowing to the needs of the private sector prevail.

I have already described how Medicare and Medicaid handed over the
business end of their operations to private companies and how the Clinton
and Bush administrations carved out what is now 30 percent of Medicare
to be operated by private insurance companies, at a higher cost per en-

rollee than government-provided Medicare. I have already described the
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massive subsidies to drug and medical equipment companies, in the form
of government-financed research, tax breaks, and weak regulation. Yet
neither a “public option” (which would provide competition for the in-
surance companies), negotiated prices for pharmaceuticals (regulation of
the drug industry), nor a requirement that hospitals and physicians accept
much more economical prospective payment systems in place of fee-for-
service compensation (regulation of providers) were ever real possibilities
as part of the Affordable Care Act. And for well over a generation, the
idea of a publically run single-payer system of national health insurance
(for example, expanding Medicare or Medicaid to cover everyone) has been
entirely off the table.

The Impact on Health Workers

The growth of the hospitals transformed the very definition of “medi-
cal professional.” New technology in medicine, unlike in some other in-
dustries, increases the demand for labor rather than decreasing it. If you
buy an MRI machine, you need someone to operate it. An army of new
professionals—medical technologists, nurses, physical therapists, occupa-
tional therapists, lab techs, and the like

arose to operate the new tech-
nology and to take over many of the activities formerly carried out in
more primitive versions by doctors. At the same time, the number of cler-
ical workers, bookkeepers, accountants, lawyers, and the like, needed
to deal with insurance companies and government regulations, grew.
As the medical enterprise grew and as the need to keep revenues above
ever-increasing costs rose (regardless of ownership—public, nonprofit, or
proprietary), hospital management professionalized. Hospital managers
were now trained in schools of business rather than medical or nursing
school, and they were more attuned to the bottom line than to the com-
plexities of patient care, more concerned with managerial techniques than
with the human-to-human interaction at the core of health care.

Health care came to be largely organized along corporate lines, with
business-trained managers; an elite corps of highly trained professional
staff (physicians), analogous to engineers, who organize and direct pro-
duction; and a working-class stratum, ranging from highly skilled nurses,
technologists, and therapists, to clerical workers, nurses’ aides, kitchen

workers, laundry workers, and the like, who perform more routinized
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work. Historically, the latter stratum is overwhelmingly female and dis-
proportionately made up of people of color.

Pressures from hospitals, from insurance companies, and the govern-
ment to cut costs have grown. But the power of the medical-industrial
complex puts the underlying cost structure for drugs, appliances, tests, and
administration of insurance payments off limits, so it is health workers who
are left to bear the burden of reducing costs. When inefficient community
hospitals close or are absorbed into larger hospital networks, skilled and un-
skilled staff are displaced. For workers in all hospitals, workloads have got-
ten more burdensome, wages have stagnated, and demands that they work
overtime have increased. Health care has come to look like work in other,
less-service-oriented industries. “Everyone wants to cut the costs of health
care—at any cost!” a staff member at a health workers’ union told me.”*

Anembittered, alienated health-care worker is the enemy of quality. De-
cent treatment of staff is a necessary for high-quality care and in the inter-
ests of patients, despite its costs. But the interests of the medical-industrial
complex in sustaining multimillion-dollar salaries for top hospital, drug
industry, and insurance industry executives and multibillion-dollar profits
for drug and insurance companies directly conflict with the interests of

health-care workers and patients.

The Impact on the Concept of Health Care

Medical care plays only a relatively small role in determining the health
of a population, but doctors and the medical-industrial complex have an
enormous vested interest in promoting individual medical solutions as the
primary approach to health problems. Treating heart disease, cancer, and
diabetes yields enormous profits for health-care providers and companies.
Strengthening controls on air and water pollution and disposal of toxic
wastes, requiring safety devices in cars, restricting overuse of prescription
drugs, reducing federal agricultural subsidies to sugar and tobacco pro-
ducers, and investing in education and housing and income security do
not yield financial profits. The well-being of the medical-industrial com-
plex forces U.S. health-care expenditures to focus more on high-tech and
pharmaceutical treatments, less on preventive care, and still less on pub-
lic health measures. The imbalance in resources devoted to different ap-

proaches to improving the health of Americans is the result.
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The medical-industrial complex even plays a role in defining what is or
is not a disease. “In June 2013, millions of Americans contracted a disease,”
observed the New York Times, commenting on a decision of the American
Medical Association to label obesity a “multi-metabolic and hormonal dis-
ease state.”® Providing the label, among other things, means that insurance
companies are likely to reimburse treatment. The decision can be seen as a
way of focusing attention on an important health problem and as helping
remove the shame of obesity as a moral failing. But it evades the questions:
Is the epidemic of obesity, like other, less problematic “diseases,” due to a
biological cause? Is it due to practices of the food industry (marketing and
promoting high-fat, high-sugar foods)? Is it due to the increased dependence
of many time-stressed two-wage-earner families on fast food and processed
food? Is it due to the limited opportunities for physical activity for most
adults in cities designed for cars, not walking? And does calling obesity a dis-
ease disempower people, lead them to think that the only solution is passive
dependence on their doctors? Each of these explanations of obesity implies
different research priorities and suggests different social regulations and
spending priorities. Calling obesity a disease, however, closes the discussion.

Health care is a probe of the quality of a society. It reveals how a society
deals with such fundamental human experiences as birth and death, ill-
ness and disability, suffering, pain, and aging. It shapes how we feel about
ourselves and our bodies. In American society, under the influence of the
powerful health-care industry (with the professional self-interests of physi-
cians playing a major role), normal stages of life and many social problems
have increasingly been defined as diseases. Pregnancy and birth, death
and bereavement, infertility and erectile dysfunction, menopause, bald-
ness, obesity, small breasts, insomnia, sadness, aggression, boys acting “like
boys,” excessive alcohol or drug use, delinquency, and difficulty adjusting
to a job loss or a marital breakup—all are diseases and must be treated by
a physician.

What goes unsaid in debates about health-care spending is that we spend
far more on treating these now-medicalized conditions than on respond-
ing to the social and cultural context in which they become problems. That
creates a double problem: Health care costs go up. And resources available
for addressing the social and cultural sources of problems and motivation
to do so go down. That the burden falls disproportionately on poor people
and on people of color should not go unremarked.
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The Impact on the Community

Lou Margolis, my family’s doctor when [ was a child, was a friend as well
as physician to many in my extended family. When I got sick, he paid a
house call and stayed to have coffee with my parents. He lived not too
far from us, and he and his family occasionally came for dinner. When
I was ten, my mother had a near-fatal heart attack. In those days, children
were not usually allowed to visit adult hospital wards, for fear of infection.
Dr. Margolis, with the nurses colluding, broke hospital regulations and
snuck me into the hospital, up a back staircase that connected with the re-
ceiving dock. My mother survived. Was it her medications? Or seeing her
child, possibly for the last time? Or was it just what nature had planned for
her? I suspect that the correct answer combines a bit of each.

In all societies before the modern era, health care was not only a techni-
cal transaction between a person and a physician (today, guided by “sci-
ence”) but an interpersonal and community function as well. Curing was
linked to caring. Even in modern times, until perhaps the late 1950s, that
was the case. Your doctor lived in your neighborhood. He or she (usu-
ally he) knew your family, knew your socioeconomic situation, knew your
community, went to your church or other place of worship, and knew the
people you knew. His children went to the school you or your children
attended. When you were seriously ill and in need of hospitalization, you
went to a hospital in your community. Because it was nearby, it was easy
for your family and friends to visit. Many of the staff also lived in your
neighborhood.

That system was inefficient. A doctor’s time is not well used if he or
she has to spend time going from one patient’s house to another. Small
community hospitals cannot achieve efficiencies of scale or afford to pro-
vide the highest of high-tech care. But efficiency and saving money are
not ends in themselves. Human medicine is not the same as veterinary
medicine. Medications and surgical interventions are powerful, but so are
relationships with health practitioners and the healing touch of a doctor
or nurse. The more distant, “professional” (and financial) relationships of
recent years, between individuals and their healers and between healers
and community, are themselves health issues.

Those old networks of healing relationships also contributed to main-

taining a community. Social support and community integration are
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important predictors of population health. When Dr. Margolis made
house calls or snuck me up the back stairs of the hospital, he was being
inefficient in terms of the economics of individual treatment. His contribu-
tion to the aspects of my family’s health that depended on maintaining a

community is much harder to measure.

The Ideology of the Medical-Industrial Complex

Given the power of the medical-industrial complex and its allies through-
out the economic system, responsibility for a person’s health falls entirely
on his or her own actions (stopping smoking, for example, or eating bet-
ter) and on the ministrations of a physician. There is little choice. I can’t
reduce the amount of salt and sugar in processed foods through individual
action or reduce the use of antibiotics in animals. I can’t refuse to breath
air polluted by fumes from the dry cleaner down the street, or refuse to
digest endocrine-disrupting additives embedded in the plastic containers
my food comes in, or refuse to sit on furniture impregnated with fire re-
tardants, or refuse to drink water containing traces of prescription drugs
others have flushed down toilets. I can adjust my own habits (often despite
enormously powerful explicit and implicit societal messages urging me not
to do so and despite added costs in time and money). And I can go to a doc-
tor if T get sick.

Any idea of collective action to improve my health is hard to enter-
tain. An individualistic ideology, one that sees the isolated individual as
responsible for his or her own problems and responsible for solving them,
becomes inescapable. We learn to blame the victim. Lung cancer is the
fault of the victim because she smoked. Diabetes is the fault of the victim
because he let himself get obese. We feel increasingly passive, powerless,
and ever more dependent on the doctor (and the drug companies and the
hospitals and the insurance companies) to take care of us.

If we conceptualize change in health status as exclusively and inevi-
tably due to our individual behaviors, any governmental intervention to
improve our individual health (as opposed to improving our health care)
can only be seen as an intrusion on our liberty. When then New York
mayor Michael Bloomberg proposed a ban on super-sized soft drinks, cries

of “nanny state” went up, even from commentators on the Left, such as Jon
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Stewart. It’s a vicious cycle. The more the intrusions, the more hostility to
government intervention of any kind grows and the less the likelihood of
collective action. Efforts by government to control the behaviors of indi-
viduals contaminate efforts of government to suggest collective solutions
to social problems. The medical-industrial complex both embodies and
reinforces the hyper-individualistic, free-market-oriented ideology char-
acteristic of Third Wave Capitalism, at the expense of a belief in public
action for the public good.*

The Health Care System as a Third Wave System

The elements of the contemporary health care system—modern hospitals
and other providers, insurance companies, and drug and medical supply
and equipment companies, as well as government involvement in health
care—took on their more-or-less current form in the era of Corporate Cap-
italism, certainly by the 1950s. It was the passage of Medicare and Medic-
aid in 1965, however, enormously expanding the role of government and
providing a stable market for all of the other elements of the health-care
system, that bound them together to form the modern medical-industrial
complex. The lineaments of the complex came into view by the end of the
sixties, but its maturation took place entirely during the following decades,
the period of Third Wave Capitalism.

As one measure of the significance of the transition, in the 1940s,
President Truman and Democrats in Congress proposed a universal,
single-payer national health insurance system. As late as the early 1970,
a single-payer system was still one of the options widely discussed. (One
was sponsored by the late senator Ted Kennedy.) It was the political weak-
ness and eventual resignation of President Nixon after the Watergate
scandal and President Ford’s subsequent opposition to increased govern-
ment spending in the face of the recession of 1973-75, as much as vigor-
ous opposition from the health insurance industry, that doomed any form
of universal insurance at that time. By two decades later, however, when
discussions of how to finance health care finally resumed under President
Clinton, the well-being of the private insurance companies took center
stage. Single-payer systems were no longer even on the agenda. Similarly,

a single-payer system was never seriously considered, fifteen-plus years
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later, as part of the relatively modest Affordable Care Act. Democrats and
Republicans alike simply assumed that any proposal that would be op-
posed by the medical-industrial-complex would fail.

The health-care system that has evolved since the 1970s bears all of the
hallmarks of the Third Wave Capitalist era. It is constructed around an
individualistic, free-market-oriented ideology. It is the prototype of the
intricately interacting system of relationships among businesses (multi-
national as well as local), the nonprofit sector, and government. And recall
that the health systems of other affluent democracies provide more output
(measured as the health of their population) at half the cost of our system.
That unnecessary 50 percent of our annual $2.9 trillion in health-care costs
constitutes spending that serves little purpose other than to enrich the mas-
ters of the health-care industries. It is purely the result of what I defined
in chapter 1 as “rent-seeking.” Our health-care system also accepts and
reinforces preexisting inequities between black and white, rich and poor.
And as the intense and concerted opposition to the Affordable Care Act
has demonstrated so clearly, the health-care industries and their conserva-
tive allies have consistently sought to block efforts to use government to
ensure the health of Americans, whether through public health measures,
measures aimed at improvements in the social determinants of health care,

or concerted actions to increase access, control costs and improve quality.
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The health-care system matured into its present form over the last
four or five decades and fully represents the essential characteristics
of Third Wave Capitalism. By contrast, the U.S. school system had al-
ready reached the form in which we have known it (at least until the
last few years) during the era of Corporate Capitalism.

In recent years public schools have come under heavy attack for
their supposed failure to provide students with the education they
need for the modern world. The school reform movement s less about
fixing our schools to better meet the educational needs of students,
however, than it is about turning the school system into a Third Wave
Capitalist system.

The Manufactured “Crisis”

I attended a traditional neighborhood public school, which enrolled a very

mixed group of students. Several children whose families were on welfare
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were in my class. So were the son of a top executive at a large industrial
corporation and the daughter of the lieutenant governor of Pennsylvania.
Classes were large (forty students) and discipline was strict, but no less
than three of my forty classmates—all of them from lower-middle-class
families—went on to win National Merit Scholarships.

Ah, the good old days when the public school system was the pride of
America! Today we have become used to cries that American schools are
failing. “This is our generation’s Sputnik moment,” proclaimed President
Obama in his 2011 State of the Union message. Our schools are “funda-
mentally broken,” says Melinda Gates, co-chair of the Bill and Melinda
Gates Foundation. “We have a deep problem,” CNN host and commen-
tator Fareed Zakaria put it in a Peabody Award-winning special. “[W]e
have slacked off and allowed our education system to get rigid and scle-
rotic.” Fixing education, Zakaria’s program headlined in its title, is essen-
tial for “restoring the American Dream.”!

Complaints about the state of U.S. schools are nothing new. Rudolf
Flesch’s Why Johnny Can’t Read was a best-seller in 1955. “Crisis in Educa-
tion,” trumpeted Life Magazine’s cover story in March 1958, reflecting the
nation’s chagrin that the Russian Spuznik had beaten NASA into space.
The nation’s classrooms are “grim and joyless,” complained Charles Sil-
berman’s 1971 Crisis in the Classroom. “A Nation at Risk,” headlined the
report of President Reagan’s 1983 National Commission on Excellence in
Education, worrying that “the educational foundations of our society are
presently being eroded by a rising tide of mediocrity that threatens our
very future as a Nation and a people.”

The current litany of criticisms of American schools is familiar. It
goes like this: Our teachers and our schools are failing. Students’ per-
formance on tests of reading, writing, and math skills are a disaster,
especially when compared to the performance of students from other
industrialized nations. Individual students pay the price in reduced
social mobility, and the country pays the price in reduced economic
competitiveness.

The trouble is, every single one of these assertions is dead wrong.

The “Achievement Gap”

First, contrary to what most of us have heard from politicians and the media,

the performance of our schools, at least as measured by the educational
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attainment of Americans and by the scores students get on standardized
tests of reading, writing, and math, is improving, not declining.

Americans are getting more years of schooling than ever before. The
percentage of those aged twenty-five to twenty-nine with a high school
education (or a GED) has risen from 75 percent in 1970 to about 90 percent
today. In 1967, 26 percent of all U.S. citizens aged eighteen to twenty-four
were enrolled in two-year or four-year college. By 1990, the figure had
grown to 33 percent, and by 2012 it had climbed to 41 percent. In 1970,
16 percent of citizens aged twenty-five to twenty-nine had a bachelor’s de-
gree or more. Today the percentage is more than twice that.”

As for skills learned by U.S. students, although Microsoft’s Bill Gates
insists that “over the past four decades . . . our student achievement has
remained virtually flat,” the facts do not bear him out.? The National As-
sessment of Educational Progress (NAEP) is the only measure of student
academic achievement that has been administered consistently to a nation-
ally representative sample of students over the last four decades. Average
scores on the NAEP “long-term trend” reading and math assessments
are dramatically higher today than when the tests were first administered
more than forty years ago, and the gains have continued in recent decades.
In 1990, only 13 percent of fourth graders and 15 percent of eighth graders
met the NAEP criteria for math “proficiency” or better. In 2013 the figures
were 42 percent and 36 percent, respectively. The rise in reading scores
has been less dramatic but still steady and significant. The percentage of
students achieving full reading proficiency went from 28 and 29 percent
for fourth and eighth graders respectively in 1992 to 35 and 36 percent
respectively in 2013. The gains were shared by black, Hispanic, and white
students alike, although a significant gap still remains between the per-
formance of white and black students and between white and Hispanic
students.!

What about international comparisons? Current secretary of educa-
tion Arne Duncan tells us that the failure of U.S. students in comparison
to students from other countries is a “brutal truth” that “must serve as
a wake-up call.” The most widely cited international comparison comes
from the Program for International Student Assessment (PISA), a world-
wide study of fifteen-year-old pupils’ scholastic performance conducted by
the Organization for Economic Co-operation and Development (OECD),
which has been repeated every three years since 2000. In 2012, the United
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States ranked seventeenth out of thirty-six OECD countries in read-
ing, twenty-first in science, and twenty-sixth in math. Sounds terrible,
but looked at slightly differently, in reading and science American stu-
dents’ scores were almost bang-on average for the OECD countries and
they were above the OECD average in “problem solving.” Only in math
did American students score slightly below the OECD average, but their
scores were still higher than those of students from such technologically
proficient countries as Sweden and Israel.’

But looked at in isolation, the results are misleading. For one thing, the
PISA tests have only been administered since 2000. While it’s risky to com-
pare results on very different test batteries, on standardized tests of basic
skills administered fifty years ago U.S. students actually ranked well below
that of other industrialized countries. In one measure of math skills, for
example, the U.S. ranked eleventh out of twelve countries studied. With
U.S. students now in the middle of the pack, we are possibly relatively bet-
ter, certainly no worse than we were fifty years ago in the supposed heyday
of America’s schools.”

The PISA findings are also contradicted by U.S. students’ performance
in other recent international comparisons. On the Progress in International
Reading Literacy Study (PIRLS) tests, U.S. fourth graders were tied for
sixth place among fifty-seven education systems studied. On the Trends in
International Mathematics and Science Study (TIMSS) tests, the United
States was tied for ninth among forty-two systems studied in math, and
it was tied for seventh among forty-seven systems studied in science. On
all three PIRLS and TIMSS tests, the United States bested, among others,
Australia, Germany, and Sweden and was ahead of or tied with England.
We may not be number one, but we are certainly not seriously lagging.®

Even on the PISA tests, much of the disparity between the performance
of U.S. students and students from other affluent countries reflects the
high level of economic inequality in the United States more than unequal
achievement levels or ineffective schools. Students from poor families fare
worse educationally than their better-off peers in all of the affluent coun-
tries. The problem is that the United States has a higher percentage of
students from poor families than other affluent countries have. Students
from U.S. schools in which fewer than 25 percent of the pupils come from
financially poor families actually score as high or higher as students from
France, Germany, and the United Kingdom.’
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The “Skills Gap”

The critique of U.S. education is not really about scores for their own sake,
of course. It is about what the scores portend for students’ own life chances
and for the nation’s economic competitiveness.

The conventional argument has been repeated so many times that
it seems almost self-evident. Technology has increased the level of skill
needed for many jobs. For an individual to get one of the new high-tech
jobs, he or she needs an education. For the United States as a whole to be
competitive, we must produce an adequate supply of highly trained work-
ers. However, say the critics, there is a “skills gap”—a serious shortage of
“qualified” Americans. “Eighty percent of manufacturers say . . . they can-
not find enough workers with the skills necessary to fill open positions,”
worries President Obama. The Bill and Melinda Gates Foundation asserts,
“The United States faces a growing economic challenge—a substantial
and increasing shortage of individuals with the skills needed to fill the jobs
the private sector is creating. . . . There is an urgent demand for work-
ers trained in the STEM fields—science, technology, engineering and
mathematics—yet there are not enough people with the necessary skills to
meet that demand and help drive innovation.” This skills gap “suppresses
the productivity of our businesses and slows the overall economy,” adds
Mitt Romney.!*

Once again, the facts contradict the critics. There may be labor short-
ages in some specific skills areas, but numerous studies have shown that
there is no general shortage of highly trained or educated workers. An
OECD study actually found the United States to be above the OECD aver-
age in the number of workers who are “over-skilled” for their jobs. That is,
they are capable of handling more complex tasks, and their skills are un-
derused. The same study found the United States to be below the OECD
average in the number of workers who are “under-skilled.” That is, they
lack the skills normally needed for their job, exactly the opposite of what
the school reformers claim."

The Wharton School’s Peter Capelli explains the disparity between
what employers and educational reformers say and what actually ex-
ists: “The real issue is that employers’ expectations—for the skills of new
graduates, for what they must invest in training, and for how much they

need to pay their employees—have grown increasingly out of step with
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reality.” If there were a real across-the-board shortage of educated and
trained workers, we would expect wages to be rising for skilled and edu-
cated tech workers, but wages have been stagnant for all but a few very
particular skills since 2000, well before the Great Recession. As for lack of
skills, in the past many employers expected that they would have to pro-
vide training for both new and continuing workers—an average of two
and a half weeks of training a year in 1979. By 1995, the average amount of
training workers received per year had dropped to less than eleven hours,
with the most common topic workplace safety rather than skills. By 2011,
one survey showed that only about one-fifth of employees reported getting
any on-the-job training from their employers over the previous five years.

The skills gap also appears invisible from the perspective of the indi-
vidual student. Neither a high school diploma nor a college degree pro-
vide a clear road to employment. In late 2014, for instance, 48 percent of
all high school graduates aged sixteen to twenty-four who were not in
post-secondary educational programs were unemployed or out of the labor
force. Although a high school diploma is a prerequisite to be hired for
many jobs, most of these jobs do not require a high school education to
actually do the work. Few minimum-wage jobs really require twelve years
of schooling, but 72 percent of minimum-wage workers have at least a
high school diploma (up from 37 percent in 1968), and 43 percent of today’s
minimum-wage workers actually have at least some college."

The employment situation faced by recent college graduates is almost
as bad. In early 2015, more than half of recent graduates were either
underemployed, unemployed, or out of the labor force altogether. The
rates are especially high for those who had liberal arts and social sciences
majors, but even those with majors in science, technology, engineering,
and mathematics (STEM fields) are not being grabbed up. Half of recent
graduates with degrees in these fields were not working in STEM occupa-
tions, and, taken as a whole, wages are not going up in STEM fields. The
reason? There is an oversupply of workers trained in STEM fields. The
Center for Immigration Studies reports that between 2007 and 2012, about
105,000 new jobs in STEM fields were created in the United States each
year. During those same years U.S. colleges and universities graduated
about 115,000 students with majors in STEM fields annually. The country
also admitted 129,000 immigrant workers with STEM expertise on H-1B

work visas."
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Yet the high volume of complaints about shortages of adequately skilled
workers continues, often accompanied by appeals to Congress to increase
the number of H-1B visas so that well-trained foreign workers can fill the
alleged gap. It is hard not to speculate that this has more to do with em-
ployers’ desire for a pliable and lower-wage labor force than with any real
concern about education.

As was the case with high school, many jobs for which a college education
is generally required by employers do not really require a college education
to do. Almost half of college degrees are in applied fields such as market-
ing, communications, and hotel and restaurant management, for which the
need for a college degree is not obvious. Half of all employed U.S. college
graduates under the age of twenty-five are in jobs that the Bureau of Labor
Statistics describes as requiring less than a four-year college education, and
37 percent are in occupations that require no more than a high-school di-
ploma. Despite the broad claims of so-called experts that one’s future lies in
fields that will require more education, the U.S. Bureau of Labor Statistics
tells us that only six of the thirty fastest-growing occupations over the next
ten years are expected to be in fields that require a bachelor’s degree. Today,
notes the New York Times, “Having a B.A. is less about obtaining access to
high paying managerial and technology jobs and more about beating out
less educated workers for a barista or clerical job.” We have created a grow-
ing population of overeducated, underemployed young people.”

In any case, the supposed crisis in U.S. schools does not seem to be af-
fecting the country’s economic performance by world standards. Since
the financial crisis of 2008, U.S. economic growth has far outpaced that
of Europe. Despite decades of supposed crisis in our educational system,
the United States still ranks third out of 144 countries on the World Eco-
nomic Forum’s measure of “Global Competitiveness.” The United States
is sixth out of 143 countries on the Cornell University and World Intellec-
tual Property Organization’s “Global Innovation Index.” And the United
States ranks second out of 82 countries on the Martin Prosperity Organi-
zation’s measure of “Global Creativity,” which ranks countries in terms
of technology (research and development spending, R&D workforce, pat-
ents), talent (educational attainment and proportion of the work force in
“the creative class”), and tolerance (openness to new ideas and people).'®

The bottom line is simple. If U.S. schools are in crisis, they have been
in the same crisis for well over fifty years, with little evidence of harm to

individual mobility or national prosperity.
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Lest I be misunderstood, there are certainly some seriously disquicting
issues about U.S. schools. Although black students are now almost as likely
to complete high school as white students, the same is far from true of His-
panic students, and the gap between college completion rates for whites
on the one hand and for both blacks and Hispanics on the other remains
large."” At all ages, the reading and math skills of children from poor
families and children of color continue to lag significantly behind those
of well-off families and whites. Although the gaps in academic achieve-
ment between white and black students and between white and Hispanic
students narrowed sharply during the 1970s, they barely budged in the two
decades following, and they have narrowed only very slowly in the fifteen
years since passage of the No Child Left Behind Act (which was intended
to improve educational equity for students from lower-income families).'"®
As we have also seen, there is a significant mismatch between the educa-
tion U.S. students get and the needs of the job market, though the problem
is less one of a lack of adequately educated students for the available jobs
than a lack of available jobs for the educated students.

Any serious effort to address these real problems would begin by asking
why they occur, not by simply assuming without evidence that the primary
source of the problems is with the schools attended by poor children and
children of color, much less with U.S. schools in general. We will see below
that, although there are far too many poor (and usually underfunded)
schools, the educational lags of poor students and students of color and the
deficits in the schools many of these children attend stem from poverty far
more than they do from deficits in the schools themselves. And, as we have
already seen, the education-jobs mismatch reflects lagging job growth
more than failure of the schools to meet the needs of the labor market.

The reformers’ claim that there is an acute general crisis in U.S. schools
demanding sweeping changes in the entire educational system is, put sim-
ply, a fraud.

The Reformers’ Vision for U.S. Schools

So now we have a puzzle. A consensus that the U.S. school system is in cri-
sis has emerged across a broad swath of the political spectrum, across party
lines, from conservative Republicans, such as Senators Ted Cruz and Rand

Paul, to ostensibly more moderate Republicans, such as former Florida
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governor Jeb Bush and former New York City mayor Michael Bloomberg,
to moderate Democrats, such as President Obama and New York gov-
ernor Andrew Cuomo. Likewise the consensus ranges from conservative
think tanks such as the Heritage Foundation, Americans for Prosperity,
and the American Enterprise Institute, to more liberal foundations such as
the Brookings Institution and the Center for American Progress, and from
the conservative Koch brothers to the more liberal Bill Gates. U.S. schools
and teachers are failing, they all say, with terrible consequences both for
individual students and for the nation’s economy as a whole. Yet as we
have seen, the overwhelming weight of evidence says that they are wrong.

These are not stupid people, and while some of them may be dema-
gogues, most of them mean well for the nation’s children. What is going
on here? We can find clues to the answer in the reformers’ vision of what
the U.S. school system should look like and from an examination of the

problems in schools that the reformers fail to address.

The Vision of a Common Curriculum

The first major demand of the reformers is that there should be uniform
and more rigorous standards for what is taught in American schools. In
practice, that means requiring all schools throughout the country to adopt
the Common Core Standards for reading, writing, and math. Whether the
country really needs a set of common curricular standards, whether the
Common Core Standards are any good, and whether spending the bil-
lions of dollars necessary to implement them is the best use of our educa-
tion money are arguable. Here, however, I will focus less on the value of
the Common Core Standards themselves than on how they were devel-
oped and imposed on schools.

The Common Core Standards were originally sponsored by the Na-
tional Governors Association and the Council of Chief State School
Officers, with the stated purpose of providing “a consistent, clear under-
standing of what students are expected to learn, so teachers and parents
know what they need to do to help them.” The standards themselves were
developed in secrecy by work groups that were largely made up of repre-
sentatives of the educational testing industry and of critics of the public
schools. Few people with any actual experience as professors or teachers

in the substantive areas covered by the curriculum, such as English or
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math, were involved. Development of the Common Core Standards was
privately funded. The Bill and Melinda Gates Foundation invested nearly
$250 million in developing and promoting the standards, and the Charles
Stewart Mott Foundation and the Pearson publishing company threw in
additional millions. The proposed standards were never pilot-tested and
never opened to public scrutiny, much less debate. They were presented to
states on a “take it or leave it” basis; no modifications to meet local needs or
concerns were allowed. Although adoption of the Common Core was in
principle voluntary, exemption from some of the more onerous provisions
of President Bush’s No Child Left Behind legislation depended on states
adopting it, and the federal Race to the Top program, announced by Presi-
dent Obama in 2009, required states to adopt the Common Core Stan-
dards, to test students’ mastery of the Common Core curriculum, and to
evaluate teachers and schools based on these tests, under penalty of the loss
of millions of dollars in federal aid if they did not comply. Under this pres-
sure, forty-six states signed on, in many states without a single vote taken
by an elected lawmaker. (Several states have subsequently withdrawn
from adherence to the standards, as a result of massive public opposition).”

Schools are our major common effort to educate and socialize our chil-
dren. One would think that, in a democracy, an effort to revamp what
should be taught in our schools and how to teach it would be a topic for
widespread discussion and input from many sectors of society. Instead,
whatever their substantive merits or problems, the Common Core Stan-
dards were imposed through an end run around democracy. Yet when
Bill Gates was confronted in an interview with the backlash against the
Common Core, he responded angrily, “These are not political things [my
emphasis]. These are where people are trying to apply expertise to say, ‘Is
this a way of making education better?’” (In fairness to Gates, he has re-
peatedly said that he does not see philanthropy as an appropriate substitute
for the public role in education).?”

The Vision of School Choice

The second major demand of the school reformers is to give parents
“choices” about their children’s education. One way to provide choice is to
offer school vouchers or tax credits to enable parents to send their children

to a private school or parochial school. Another way is to offer enrollment
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in a privately run (but publically funded) charter school rather than the
traditional public school. Yet a third way is to permit parents to home-
school their children. The theory is that market competition will then lead
to improvements in all schools, traditional public schools as well as the
alternatives.

Today, three hundred thousand students participate in private school
voucher and scholarship tax-credit programs, 2.1 million children attend
more than five thousand charter schools, and 1.8 million children are
being homeschooled. However, research fails to show that these choices
lead to a better education than that provided by traditional public schools.
For example, a Center on Education Policy survey of six previous litera-
ture reviews and twenty-one subsequent studies on the effectiveness of
voucher programs concluded that there is “no clear advantage in academic
achievement for students attending private schools with vouchers. . . .
Achievement gains for voucher students are similar to those of their public
school.” A widely reported study of charter schools carried out by the gen-
erally pro—charter school Center for Research on Educational Outcomes
(CREDO) at Stanford University compared no less than 1.5 million stu-
dents enrolled in 3,670 charter schools in twenty-seven states with a similar
number of traditional public school students, matched student-by-student
with respect to race and ethnicity, gender, English-language proficiency,
special education status, grade level, and measures reflecting socioeco-
nomic status. The National Education Policy Center summarized the re-
sults: “In aggregate, charter schools are basically indistinguishable from
traditional public schools in terms of their impact on academic test per-
formance” Twenty-five percent of the charter schools CREDO examined
did better than their local public school average in reading, but 19 percent
did worse. Twenty-nine percent bested their local public schools in math,
while 31 percent were worse. For both reading and math, the overall per-
formance of the majority of charter schools was exactly the same as that of
the public schools they competed against.”!

It is tempting to conclude, “What’s the harm? If voucher schools and
charter schools are no better than traditional public schools, neither are
they worse. Why not let parents decide?” But “parental choice” has con-
sequences for all schoolchildren, those in traditional public schools as well

as those in charters.
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First, voucher schools and charter schools drain resources from the tra-
ditional public schools. State aid to local school districts usually is based on
the total number of children attending school in the district. Money that
goes to charter schools is subtracted from that going to the local school dis-
trict. In Ohio, for example, in fiscal year 2012 the state deducted $774 mil-
lion from traditional public school subsidies to fund charters. As a result,
the remaining traditional public schools received on average $235 per child
less state aid than in previous years, a cut of 6.5 percent.”

Second, charter schools remove a significant part of the nation’s school
system from public accountability. The image of a charter school is of a
small, parent-initiated, locally run, nonprofit enterprise. While this is true
of some charter schools, the reality is often quite different. The initiative
to set up a nonprofit charter school often comes from a for-profit “educa-
tional management organization.” The nonprofit school gets public dol-
lars on a per-student basis. It then “sweeps” its publically provided dollars
into the for-profit company that organized it. It pays the educational man-
agement organization to run the school—to rent it space (sometimes at
well-above-market rates), to advertise the school, to run the lottery used
to select students, and to perform services such as hiring and firing staff,
developing curricula, and disciplining students.”

There is little public supervision of these arrangements. For example,
the New York State legislature recently required New York City to pro-
vide charter schools with rent-free space in public school buildings or to
pay their rent, even if doing so reduces space or funds available for its own
schools. Although the public is providing the charter school’s building
and although the charter schools’ funds come from the public, the state
comptroller has no authority to audit them. In North Carolina, the salaries
paid to employees of the for-profit management companies are not sub-
ject to public disclosure, although they are paid with public funds. A study
of 2007-2008 school spending in Michigan found that publically funded
charter schools spent $774 more per student on administration than tradi-
tional public schools, but $1,140 less on instruction, with no objection from
the state.”

Charter schools also have negative consequences for teachers. Less than
10 percent of the nation’s six thousand charter schoolteachers are union-
ized, compared to 50 to 98 percent of traditional public school teachers in
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all but a handful of states. Hardly coincidentally, long hours and low pay
are typical. In Ohio, for example, the average charter school teacher is paid
$34,714, almost 40 percent below the $57,310 average salary of traditional
public school teachers in the state.” It should come as little surprise that the
rate of teacher turnover in charter schools, as much as 80 percent per year,
is far higher than that in traditional public schools.”

The vision of paying lower salaries to inexperienced, non-union teach-
ers provides a strong motive for school districts to convert traditional public
schools to charters, regardless of the educational effects. In New Orleans,
for example, the entire school system was closed after Hurricane Katrina.
When it reopened, as a 100 percent charter system, the public system’s
older, unionized, predominately black teachers earning relatively decent
salaries had been replaced by young, often white, non-union teachers earn-
ing much less. It didn’t help educationally. In 2014, the New Orleans Re-
covery School District ranked number sixty-seventh of seventy-five school
districts in the state. But Secretary of Education Arne Duncan bizarrely
celebrated Hurricane Katrina as “the best thing that happened to the edu-
cation system in New Orleans.”

While not exactly an argument for charter schools, it should be said
that they are very good at one thing: using massive government subsidies
to make money for private investors and school managers. Under the New
Markets Tax Credit program, instituted by President Clinton, firms that
invest in charter schools located in “underserved” areas can collect a gener-
ous tax credit of up to 39 percent to offset their costs. The message was not
lost on the investment community. As David Brain, president and CEO of
Entertainment Properties Trust (which according to its website “invests in
properties in select market segments that require unique industry knowl-
edge, and offer the potential for attractive returns”) told CNBC interview-
ers, charter schools are “a high-demand product. There’s [sic] 400,000
kids on waiting lists for charter schools . . . the industry’s growing about
12—14 percent a year. So it’s a high-growth, very stable, recession-resistant
business.” (See below).”’

The flow of money into the private sector was not a pipe dream.
Consider Imagine Schools, which operates seventy-one charter schools
in eleven states and the District of Columbia and has had revenues of
$227-$301 million a year since 2009. Or consider K12 Inc., which manages

state-funded virtual charter schools (based entirely on distance learning,
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so they pay no rent at all) and hybrid schools in twenty-nine states and the
District of Columbia. K12 had revenues of over $900 million in 2014, more
than 86 percent of which came from the taxpayers. Executive Chairman
Nathaniel A. Davis was paid $9.5 million in 2013. The aggregate salaries
of the eight top K12 executives jumped from $10 million to over $21 mil-
lion in one year, and four of them earned more than $1 million apiece in
2013. Village Academies Network CEO Deborah Kenny, who runs five
New York City charter schools, earned $499,146 in 2011-12. Success Acad-
emy’s CEO Eva Moskowitz, who ran nineteen schools, earned $475,000.
Lest one think that such high salaries are the necessary price one must pay
for a manager expert enough to manage such complex systems, then—New
York City chancellor Dennis Walcott, who oversaw more than seventeen
hundred public schools and a budget many times that of either Moskowitz
or Kenny, scraped by on $212,614.%

Whatever the initial intentions of the promoters of school-choice pro-
grams, the only justification remaining for diverting resources to them is
that, by definition, they provide parents with a choice. Like the develop-
ment of the Common Core Standards, however, school choice is an end
run around democracy, removing what should be societal decisions from
collective discourse. It permits individual parents, to decide through their
one-by-one decisions what the purpose of education is in the United States.
It accepts the principle that education is purely for individual personal ad-
vancement as conceptualized by the child’s parents, regardless of the cost
to others.

Historically, the United States relied upon a public school system that
was the envy of the world. The idea of a free common school, attended
by children of all social origins, was central to the idea of democracy. It
assumed that schools, in addition to teaching academic skills, prepared
students for citizenship by teaching civic awareness and engagement, the
value of cooperation with others, and a commitment to mutual defense
of common values. It also assumed that in a democracy, decisions about
education should be public, political decisions. This meant the choice as to
whether children should get a broad education that included music, art,
and history, or an education focused more narrowly on basic academic
skills, or as to whether children should get an education to help them be-
come responsible members of the community or solely to prepare them for

a vocation should be based on open discussion and debate.
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Today the call is heard to privatize education, as has already happened
in New Orleans and in significant measure in cities ranging from Detroit to
Kansas City to Washington, DC.” Says New York’s governor Cuomo, one
of the most vocal supporters of “choice,” “I believe these kinds of changes
are probably the single best thing that I can do as governor that’s going to
matter long-term to break what is in essence one of the only remaining

public monopolies—and that’s what this is, it’s a public monopoly.”™®

The Vision of Accountability

The school reformers’ third major demand is to increase the “account-
ability” of schools and teachers. It is hard to argue with the principle that
when public money is spent, we should try to ensure that it is spent well
(though it is odd that the reformers are concerned about accountability
of traditional public schools and their teachers but not regarding charter
school finances or the development of the Common Core Standards). But
to hold schools and teachers accountable requires first that we agree on
what we want them to do and then that we have a valid method for assess-
ing whether or not they are doing this effectively.

Businessmen such as former New York City mayor Michael Bloomberg,
an ardent supporter of school reform, made a quick jump to the “how,”
without ever thinking much about the “what.” Schools had to be managed
well, he argued, not unreasonably, but then added, “You can only manage
what you can measure.” Despite Bloomberg’s impatience with those who
dared question him, this adage is not a statement of self-evident principles
but a value-laden conclusion. Even in business, “what can be measured” is
not always “what should be measured.” Short-term profits and high stock
prices may seem obvious measures of how well a company is doing, but
what about long-term competitiveness, worker well-being, product qual-
ity and safety, customer satisfaction, or impact on the environment? The
latter are all much harder to measure. Does that mean they can’t be legiti-
mate goals? And if they are goals, how can success in reaching them be
assessed?

In schools, the question of what to measure is especially value-laden.
Does measurement of reading and math skills provide an adequate mea-
sure of the overall outcome of schooling? What about other student out-

comes such as growth in creativity, curiosity, love of learning, appreciation
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of art or literature, understanding U.S. and world history, social and
moral development, or assumption of civic responsibility? Even if there
were agreement that some or all of these should be goals of schools, how
would we assess the effectiveness of the school in meeting them? Among
other problems, many of these are political minefields. What interpreta-
tions of the Civil War or of immigration would we all agree constitute
understanding U.S. history? Even developing and assessing gains in rea-
soning ability, which would seem to be an unarguable purpose of educa-
tion, are not uncontroversial. The Texas Republican Party’s 2012 platform
astonishingly stated: “We oppose the teaching of Higher Order Thinking
Skills [and] critical thinking skills and similar programs that . . . have the
purpose of challenging the student’s fixed beliefs and undermining paren-

tal authority.”'

Assessment: Taking the Easy Way Our Under political pressure to make
schools accountable and influenced by business management models,
school boards looked for the easy way out. They determined to measure
what academics, school superintendents, and state education officials told
them they could measure rather than think about what they should mea-
sure. That meant academic achievement—reading, math, and writing
skills. Although occasionally other measures such as high school or college
graduation rates are used as well, assessments of basic skills underlie essen-
tially all recent criticisms of U.S. schools and teachers and have been used
as the measure of the success or lack of success of alternative models such
as charter schools. Specifically, the gain in a particular teacher’s or a par-
ticular school’s student achievement scores over the course of a year (the
so-called value added by the teacher or school) has been widely adopted
as a measure of the effectiveness of the teacher and the school. New York
governor Cuomo justified it this way: “The test is really the only easy an-
swer because it is objective numerical data.” It is “objective” and it is “nu-
merical.” Never mind whether or not it measures what we are actually
interested in.”

The belief that ineffective teachers are at the heart of our school’s prob-
lems is based entirely on the use of these “value-added models” (VAMs).
This is exemplified by a widely publicized study carried out by Harvard
and Columbia professors Raj Chetty, John Friedman, and Jonah Rock-

off. Students assigned to the most effective teachers as determined by
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VAM evidence, they reported, were “more likely to attend college, attend
higher-ranked colleges, earn higher salaries, live in higher SES [socioeco-
nomic status] neighborhoods, and save more for retirement. They are also
less likely to have children as teenagers . . . [Replacing a teacher] in the
bottom 5% with an average teacher would increase the present value of
students’ lifetime income by more than $250,000.” Concluded John Fried-
man, one of the study authors, “The message is to fire people sooner rather
than later.”®

The first problem with “value-added model” assessments of school
and teacher quality, on which so much of the current discussion rests, is
that they fail to give reliable information about school and teacher per-
formance, even with respect to their effectiveness in improving students’
reading, writing, and math skills, much less with respect to their ability
to meet any other goals of schooling. In one study of data from five sepa-
rate school districts, for instance, 25-45 percent of the teachers who were
ranked in the bottom 20 percent in one year based on their student’s aver-
age “value added” were ranked in the top 20 percent the next year. Like-
wise, those teachers whose students were initially at the top often fell to the
bottom. In 2012, New York City rated eighteen thousand teachers, using
their students’ test scores. The statistical margin of error for each rating
spanned 35 percentiles in math and 53 in English. That is, a teacher ranked
as exactly average (50th percentile) could have had a real ability anywhere
from the worst to the best in the city. Rankings also depend on the spe-
cific tests used. In one study using two different tests, one measuring basic
skills, the other higher-order skills, 20 to 30 percent of the teachers who
ranked in the top 25 percent based on their ability to produce changes in
their students’ scores on one measure ranked in the bottom half by the
second measure.**

The use of value-added models for purposes such as determining
whether or not a teacher is retained or a school is closed or whether we
need radical reforms in our educational system has won almost universal
condemnation from experts in assessment and statistics. For example, the
Board on Testing and Assessment of the National Research Council of
the National Academy of Sciences stated, “Student test scores alone are
not sufficiently reliable and valid indicators of teacher effectiveness to be
used in high-stakes personnel decisions, even when the most sophisticated

statistical applications such as value-added modeling are employed. . . .
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[Alnalyses of VAM results have led researchers to doubt whether the
methodology can accurately identify more and less effective teachers.”
The Educational Testing Service agreed: “VAM estimates of teacher
effectiveness should not be used to make operational decisions because
such estimates are far too unstable to be considered fair or reliable.”*

Yet, despite the condemnations, many school districts and states con-
tinue to use VAMs to assess schools, and many schools use them for as-
sessing teachers. The U.S. Department of Education believes so strongly
in this faulty procedure that it has threatened to punish states that have re-
fused to use it to evaluate teachers and principals. A New York State court
fined New York City $150 million for failing to agree on a VAM plan.
The media, too, continue to uncritically accept studies using this mode of
analysis.*

The VAM approach to assessing teachers and schools substitutes an il-
lusion of meaningful assessment for reality. Worse, it has seriously nega-
tive consequences for schools. Let us assume that schools start out with
at least some goals other than teaching the basics. If teachers are being
evaluated primarily by their students’ scores on tests of reading, writing,
and math, they have an incentive to “teach to the test.” The other goals
of the school get neglected, because they don’t count. Teachers ignore or
reduce their focus on subjects such as the arts, music, and social studies
and reduce their concern for eliciting student engagement, creativity, and
social and moral development. By making reading, writing, and math the
aspects of student learning that are tested, inculcation of basic skills be-
comes de facto the sole goal of the school. But the managerial imperative
will not be denied. What began as a drive for accountability ends up as a
drive to transform the schools to make them fit the seriously flawed mea-
sure of accountability.”

The zeal to reform education so that it meets national needs and pro-
vides measurable outcomes has undermined the traditional strengths of
the American school system. The act of assessment itself forces schools
to reform in ways that have never even been publicly discussed. A kindly
interpretation would say that this is an unanticipated (and still usually
unacknowledged) impact of the accountability movement. A less kind
interpretation would say that the school reform movement was never
about accountability. Narrowing the scope of education was the goal all

along.
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The Determinants of Student Achievement

There is an even more fundamental problem with using student scores on
tests of academic skills such as reading, math, and writing as evidence that
our teachers and our schools are failing. Underlying the use of test scores
to judge teachers and schools is the assumption that variations in the effec-
tiveness of teachers and the quality of schools are the primary factors de-
termining levels of student achievement.

“There are a huge number of factors of [sic] whether a child succeeds in
that school building,” says Gates Foundation co-chair Melinda Gates, “but
at the end of the day, it comes down to the teacher.” The Hoover Institu-
tion’s Eric Hanushek, one of the gurus of the school reform movement,
ups the ante. The gaps in educational achievement between blacks and
whites and between rich and poor can be entirely explained by the tendency
of school districts to assign less experienced and less effective teachers to
schools in poor and heavily minority neighborhoods, he argues. “Estimates
of variations in teacher quality suggest that having a good teacher for three
to five years would eliminate the average gap between children who do
and do not receive free or reduced-price lunch, and between whites and
blacks or Hispanics.”®

Both Gates and Hanushek are dead wrong. The overwhelming ma-
jority of studies find that differences among schools themselves are not
the principle determinant of student academic achievement, and, while
teacher quality is the most important in-school factor affecting student
performance, it is far from the most important overall factor. In a typical
study, only about one-fifth of the variability in student achievement is as-
sociated with which school the students attend, and only about half of that
has to do with differences in the quality of the teachers in the school.*’

The studies do not say that school quality or teacher quality do not mat-
ter, only that they matter much less than we usually think. There can be
no doubt that there are bad teachers and bad schools and that the latter, at
least, are disproportionately found in poor communities. But the disparities
in the school achievement of rich and poor students, white and nonwhite
students, and U.S. students and students from other affluent countries are
not primarily due to systematic failures on the part of U.S. teachers and
schools. They are primarily due to factors outside of the school.

What are these out-of-school factors? In the United States, the poverty

rate alone accounts for almost 60 percent of the variability in test scores
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from one state to another. Our high poverty rate by international stan-
dards also explains much of the mediocre performance of U.S. students
in international comparisons of student achievement. A UNICEF survey
found the United States to rank thirty-fourth out of thirty-five industrial-
ized countries in rate of child poverty, just behind Latvia and just ahead of
Romania. An American teacher is three times as likely as teachers in other
OECD countries to teach in a school in which more than 30 percent of the
students come from economically disadvantaged families.*

That schools and teachers do not make the chief difference in improv-
ing education seems counterintuitive. Many of us can recall the transfor-
mative impact a gifted teacher has had on us. It seems obvious: the teacher
is the one who teaches you, so whether or not you learn depends on the
ability of the teacher to inspire, motivate, instruct, and inculcate knowl-
edge and skills. For many, the centrality of the teacher seems self-evident.

This may reflect a quintessentially middle-class experience. Assume for
a moment that the outcomes of schooling are a product of both in-school
factors (for example, teaching effectiveness, curriculum, class size, and
school resources) and out-of-school factors (maternal and early childhood
nutrition, child health, preschool experiences such as exposure to words
and books, parental involvement, and extra-school learning opportunities
such as trips to museums). In middle class communities, almost all chil-
dren have high levels of the out-of-school factors. Little remains to affect
children’s learning save for the child’s own ability and effort and school
and teacher quality. [t makes sense for middle-class parents to focus on
in-school variables to improve their own child’s chances in life. But in
poorer communities, all the improvements one might desire in schools and
in teaching can’t make up for the adverse impact of the out-of-school prob-
lems. Are better schools for poor children a good thing? Of course. But
they address the lesser part of the reasons for the educational disparities
between poor and middle-class children.

The impact of poverty on academic achievement requires closer analy-
sis. The gap in educational achievement between children from families in
the bottom 10 percent of the income distribution (regardless of race or eth-
nicity) and those in the top 10 percent has risen dramatically since the early
1970s, closely tracking the increase in income inequality in the United
States.'' At the same time, the percentage of poor people and blacks and

Latinos who live in neighborhoods that are predominantly poor has been
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increasing ever since the early 1970s. Poverty and race and ethnicity are not
interchangeable, of course. But black and Latino Americans are more than
twice as likely to be poor as white Americans. (For more on that, see chap-
ter 4). In 2010, 23 percent of black schoolchildren lived in high-poverty
neighborhoods, compared to 7 percent of white children. Sixty years after
Brown v. Board of Education barred school segregation and fifty years after
the Fair Housing Act of 1968 barred discrimination in housing, racial
segregation in schools, now created and enforced by housing segregation
rather than by Jim Crow laws, remains the rule, both North and South. In
New Jersey, for example, more than a quarter of all black children now
attend what some call “apartheid schools,” schools with less than 1 percent
non-minority students.”

Poor children, whether black or Hispanic or white, often do face dread-
tul schools. Writes Salon’s Jeff Bryant, describing inner-city schools in

Philadelphia,

Imagine sending your child to a school with a leaky roof, busted windows
and a rodent infestation. Or worrying whether the elementary school where
you take your daughter every day is really a health hazard. Or telling your
teenager to feel good about attending a school with no sports or athletic pro-
grams of any kind in winter or summer and no instrumental music classes.
Imagine a school system where class sizes have gotten beyond ridiculous
with one school so overcrowded that first, second and third graders are
packed into a single classroom. In another school, classes overstuffed with

50 students or more are herded into the auditorium.

Others report similar findings: a sixth-grade math class with eleven text-
books for thirty-three students; a high school where the budget for extra-
curricular activities is zero; an elementary school with no full-time nurse,
so the principal, with no training, plays the role; a high school biology class
with sixty-two students.”

Schools in poor neighborhoods tend to have larger class sizes, less in-
structional time, less availability of learning specialists and tutors, less
availability of after-school programs, fewer learning resources such as
books, computers, and labs, fewer ancillary staff such as librarians, and
worse building quality (no air conditioning in warm weather, for example).
Teachers in schools in poor neighborhoods are less likely to have training

that included coursework in their content area and field-based learning as
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well as courses in pedagogy. They receive less ongoing professional devel-
opment and support, and they typically have less experience. High turn-
over of staff, a hallmark of schools in poor neighborhoods, reduces student
and parent trust in teachers, undercuts professional development, inter-
feres with teacher collaboration, makes the instructional program less con-
sistent, and makes the school less desirable for more qualified teachers.*

The importance of addressing these problems is well known, but they
require that cities and states commit adequate resources to the schools. In
recent years, however, cities and states have slashed school budgets. At
least thirty-four states provided less funding per student for the 2013-14
school year than they did in 2007, before the Great Recession. Emergency
fiscal relief from the federal government helped offset state cuts at first,
but this aid expired at the end of the 2011 fiscal year. Since 2010, spending
in the major federal assistance program for high-poverty schools is down
12 percent after adjusting for inflation, and federal spending on education
for those with disabilities is down 11 percent.”

Regardless of overall funding levels, more than half of all states (in-
cluding New York and Michigan) provide less funding for poor school
districts than for richer ones. In many states, recent cuts have made matters
worse. In Virginia, to take one example, since 2009 school districts with
the highest poverty rates have seen their state funding drop at a rate three
times greater per student than the wealthiest districts.” In the face of the
financial assault they have faced, to blame the schools for their failure to be
effective is hypocrisy.

But poverty doesn’t just lead to poor schools. It has a direct impact on
students. Poor mothers are more likely to have received substandard pre-
natal care, resulting in higher rates of prematurity and difficult births. In
turn, these are associated with higher rates of developmental delays, vision
and hearing deficits, attention disorders, and specific learning disabilities
in their children. Subsequent lack of medical attention and poorer living
conditions means poor children are more likely to have asthma, dental
problems, visual and hearing problems, lead poisoning, anemia, and other
health problems that both produce more absenteeism and directly impact
learning.

Poor children change schools much more frequently than those from
families in more stable living situations and are absent or late much more,

so teachers have to spend more time repeating lessons. In a middle-income
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school, the range of student skills based on past instruction is more var-
ied and teachers can focus attention on those who are lagging. In a
lower-income school, with lower achievement levels overall, all or most
of the children need “extra” attention, which means that no one gets the
individual support they need. And because students are less prepared for
learning, more time must be devoted to dealing with discipline, and less
time is available for instruction.

Poor parents, having to work multiple jobs to survive, are less likely to
have available time or the knowledge and education to be involved with
their child’s school or to supervise homework. Their children are likely
to have been exposed to fewer books and are less likely to have attended
preschool and to have been read to as a toddler. The child enters school
with a smaller and less complex vocabulary. He or she is less likely to
have after-school art or dance or music or sports activities, which build
self-reliance, discipline, and conceptual breadth and depth. The child of
poverty is less likely to have a room of his or her own or a private place to
study and do homework.

Living in a less safe neighborhood and more exposed to violence, the
child from a poor family experiences more stress, and the time spent by
the teacher in providing the support necessary for learning is taken from
classroom instruction. The child from a poor family has fewer role models
of economic or educational success, and it 1s hard for the child not to be
aware of the limited economic opportunities adults in his or her neighbor-
hood experience, resulting in lower expectations of success and a realistic
devaluing of school.

Would Hanushek’s three to five years of a good teacher solve these
problems?

The Debate over Tenure

The sources of the lags in educational achievement for many black, Latino,
and poor students are no mystery. Yes, it is legitimate to want to improve
teaching effectiveness in schools serving children from poor or minority
families. Yes, it is legitimate to want to bring the schools in poor neighbor-
hoods up to the standards of more affluent neighborhoods. But to focus on
the supposed failings of schools and teachers alone is to direct our atten-
tion away from the chronic underfunding of the schools serving poor chil-
dren and from the poverty, racial and ethnic discrimination, and economic
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inequality that are the real culprits. And despite the fantasies of reformers
that improving the schools attended by poor children will provide them
with a route out of poverty, recall the lack of demand even for those with
skills. It is easier to blame low academic achievement on “bad” schools
than on the social system, easier to blame bad schools on “bad” teachers
than to put resources into improving the schools, and easier to blame pov-
erty on the failings of the schools than on the workings of the job market.
The teachers and the schools have become the scapegoats.

The great barrier to getting rid of ineffective teachers and improving
schools, say the reformers, is the tenure system and the unions that enforce
it. Republicans such as Wisconsin governor Scott Walker and New Jer-
sey governor Chris Christie, and Democrats such as Chicago mayor Rahm
Emmanuel and New York governor Mario Cuomo join in calls to get rid
of tenure protections for teachers.

Let us start with the basics. Tenure is not a guarantee of a lifelong sine-
cure or about unions protecting incompetent teachers. It merely requires
due process for a teacher if a school district wants to terminate him or
her for cause. In the days before tenure laws, teachers could be fired for
expressing an opinion differing from their principal’s. Hiring and firing
decisions were often based on nepotism. Discrimination against nonwhite
faculty was common. Sexual harassment was rampant, and women teach-
ers were sometimes dismissed for offenses such as getting married, becom-
ing pregnant, wearing pants, or being out too late in the evenings. Today,
tenure notwithstanding, in every state a teacher can be dismissed for inad-
equate performance as well as for conduct, immorality, insubordination,
neglect of duty, failure to comply with the reasonable requirements of as
school board, or use of alcohol or drugs, among other things.

Is the tenure system abused, used by the union to “protect” incompe-
tent teachers? Anecdotal horror stories abound. Reliable figures are not
available, but the existing data, though imperfect, indicate that tenured
teachers are dismissed for cause at rates comparable the rates at which
physicians lose their licenses or lawyers are disbarred. No figures exist to
compare the ease of firing a teacher with the ease of firing a corporate
employee, but in 2012, large private-sector firms, which are comparable in
size to many public school systems, lost only 2 percent of their workforce
to firings, resignations, relocations, and layofts combined. The compara-

ble combined figure for teachers was about 14 percent. It seems hard to
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conclude that teachers are disproportionately protected by their due pro-
cess protections.”

In any case, there is no reason to eliminate tenure altogether. it is easy
to reform the tenure system to lessen the potential for the abuses that may
occur. Conditions for getting tenure can be made more rigorous and pro-
cedures for adjudicating dismissals of tenured teachers for cause can be
streamlined.”

The demand to abolish tenure has little to do with ensuring teacher
quality. It is a stalking horse for an attack on teachers’ unions. The unions
are nothing more than “political thugs” who have become the main ob-
stacles to improving children’s education, says New Jersey governor Chris
Christie. The intrinsic conflict between high rates of union membership
and school quality is another myth of school reformers. In countries such
as Singapore and Finland, whose educational systems are greatly admired
by the school reform movement for their students’ outstanding perfor-
mance on internationally administered tests, 100 percent of teachers are
unionized. Closer to home, states that have higher rates of unionization,
such as Maryland, New York, and Massachusetts, tend to have schools
that perform better (as measured by student achievement test scores) than
those in states that have little union participation, such as Mississippi and
Louisiana.”

The real reason for the reformers’ attacks on teachers’ unions is that the
unions have opposed many of the changes demanded by the educational
reformers. The attack on unions is an effort to make teachers more com-
pliant with the demands of their principals and school boards. It is also
the spearhead of an attack on public-sector unionism in general. And for
some, it is an unapologetic attempt to weaken one of the major organiza-
tional supports for the liberal wing of the Democratic Party.

Again, the bottom line is that the claims of the critics of U.S. schools
have absolutely no basis in fact. Their supposed solutions to the crisis in
education are as wrongheaded as their claims that there is a crisis.

The First Conundrum: What Drives the Reformers?

The first great puzzle is why the reformers ignore or misrepresent the

enormous body of evidence suggesting that their core critique is simply
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wrong and that their proposed reforms have little value. Why do they turn
the growing disparity between American students’ educational attainment
and the demand for labor into complaints about supposed shortages of ed-
ucated workers? Why do they bash teachers and unions rather than focus-
ing on the central role of poverty in limiting the effectiveness of schools?

The most charitable interpretation is that the facts are sufficiently am-
biguous to justify alternate interpretations. Research on the effectiveness
of schools and the impact of schooling on the economy is complex, and the
studies are full of “noise.” There are many, many studies, and the conclu-
sions of some contradict the conclusions of others. One could argue that
people of good will could read the evidence differently and that interpreta-
tion of “the facts” is not an entirely objective process.

But the charitable interpretation is discredited by the tendency of the
reformers to distort the significance of information or to blatantly mis-
represent the facts. Bill Gates worries that “[Our] percentage of college
graduates has dropped compared to other countries,” but surely he is
aware that, in absolute terms, the percentage of the adult population who
are college graduates in the United States has actually doubled over the
last four decades, and that the decline compared to other countries is be-
cause the latter, starting at a much lower level, have gained more rapidly.
U.S. Secretary of Education Arne Duncan complains that “forty percent
of your high school graduates are taking remedial classes when they go
to four year universities,” when the actual proportion of entering college
students taking such classes in 2007-2008 was half that, 20 percent, and
the numbers have been dropping since the mid-1990s. Surely he knows
the actual figure: their source is the Department of Education itself. When
researchers at the Stanford-based Center for Research on Educational
Outcomes issue a press release trumpeting their study’s conclusion that
“charter school students now have greater learning gains in reading than
their peers in traditional public schools,” surely they know that their study
found that the charter school students’ advantage in reading was 0.01
standard deviations, a difference of absolutely no real world significance
whatsoever.”’

Itis hard to know what to make of the reformers’ persistent disregard or
misrepresentation of the evidence. Their statements have an aura of what
Stephen Colbert famously called “truthiness”—preferring concepts and

facts that “feel right” over concepts and facts supported by logic, evidence,
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and intellectual examination. Or maybe there is something about schools
themselves that, to use singer Nancy Griffith’s memorable phrase, “brings
out the stupids” in otherwise well-meaning people. But whether the re-
formers deliberately deceive or simply cannot see past their own desires,

we are still left with the question: Why?*!

The Role of Ideology

The first answer comes from what cognitive psychologists call “confir-
mation bias,” which is the tendency to search for, recognize, interpret, or
weight information in a way that confirms one’s beliefs, hypotheses, or ide-
ologies. Perhaps it is ideology that explains the reformers’ overconfidence
in making claims that support their contentions of “crisis” in the schools.

The central clue to the ideology of the school reformers is who the re-
formers are. As Haley Sweetland Edwards put it in a widely cited 2014
Time article,

The [school] reform movement today is led not by grassroots activists or
union leaders but by Silicon Valley business types and billionaires. It is
fought not through ballot boxes or on the floors of hamstrung state legisla-
tures but in closed-door meetings and at courthouses. And it will not be won
incrementally, through painstaking compromise with multiple stakehold-
ers, but through sweeping decisions—judicial and otherwise—made possi-
ble by the tactical application of vast personal fortunes. . . . It is a reflection
of our politics that no one elected these men to take on the knotty problem
of fixing our public schools, but here they are anyway, fighting for what they

firmly believe is in the public interest.™

While many politicians, Democrats as well as Republicans, pundits,
and “ordinary people” believe in school reform, much of the energy and
most of the funds for the reform movement has come from hedge funds,
corporation executives, and the foundations and think tanks created from
their wealth. The Bill and Melinda Gates Foundation (Microsoft), Walton
Family Foundation (Walmart), W. K. Kellogg Foundation (cereal manu-
facturer Kellogg), Michael and Susan Dell Foundation (Dell Computers),
Robertson Foundation (Tiger Management, a hedge fund), William and
Flora Hewlett Foundation (Hewlett Packard), Broad Foundation (KB
Home, the nation’s fifth-largest home building company, and Sun Life,



Getting Schooled 105

now part of AIG), and Democrats for Education Reform (hedge funds)
top the list.

Among the central elements of corporate ideology are belief in the
sanctity and wisdom of the marketplace; suspicion of the role of govern-
ment and of social demands on private enterprise; the belief that consumer
choice always leads to meeting public needs; the desire to maximize con-
trol over the workforce (which implies, at best, grudging acceptance of
unions); the belief that better management techniques are all that is neces-
sary to improve public services; the desire to shift costs (including training
costs) to the public wherever possible; the belief that public policy decisions
are better left to experts beholden to corporations than to the democratic
process; and the belief that the privileged position in society of wealthy
people is a well-deserved reward for their own merit and their own con-
tributions to society.

All of these beliefs are directly reflected in the actions of individual
school reformers, as well as in the program of school reform itself. In
2014, for example, Facebook’s Mark Zuckerberg offered $120 million to
San Francisco area schools, but his support was absent when California
considered a ballot measure to increase funding for its schools. Hedge
funds gleefully welcome the opportunity to invest in charter schools but
their managers lobby against the higher taxes that would generate new
revenue for public education. The Walton Family Foundation parades
its efforts to remake our schools, while Walmart, the source of its money,
pays low wages and vigorously opposes unionization of its employees.
The Eli and Edyth Broad Foundation gives millions to the school re-
form effort, while Eli Broad, its founder, himself donates $1 million to a
nonprofit that helps defeat higher taxes and opposes the power of labor
unions to raise political cash. The Gates Foundation worries about the
impact of poor teaching on employment prospects for U.S. workers, but
Microsoft’s Bill Gates worries that raising the minimum wage will “cause
job destruction.” The same contradictions are evident in the actions of
politicians who support school reform. For example, in New York, Gov-
ernor Cuomo repeatedly insists that “inequity in education is probably
the civil rights issue of our time,” but during the first five years of his ad-
ministration, the gap in funding between the richest one hundred school
districts and the poorest hundred rose from $8,024 per student to $8,733

per student.”®
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As University of Oregon political economist Gordon Lafer put it,

When you look at the agenda of the biggest and richest corporate lobbies in
the country, it’s impossible to conclude that they want to see the full flower-
ing of the potential of each little kid in poor cities. To say “I want to cut the
minimum wage, I want to prevent cities from passing laws raising wages
or requiring sick time, I want to cut food stamps, I want to cut the earned
income tax credit, I want to cut home heating assistance. Oh but, by the
way, I'm really concerned about the quality of education that poor kids are
getting”—it’s just not credible. You're creating the problem that you now

claim to want to solve.>*

Reinforcing the belief that deeper social solutions are unnecessary is
the widely held American belief that we live in a meritocratic society. An
individual’s success is determined by his or her determination, we insist,
by hard work, in combination, of course, with innate ability. This belief
is especially alluring to those at the top of the social ladder, for whom
meritocratic ideology seems to justify their outsize share of the societal
wealth.”

Absent the will to expand government-based programs to address pov-
erty and segregation, and absent the willingness to provide more public
resources to schools, the only alternative left to deal with social problems
is a shift to compensatory policies aimed at making up for the social dis-
advantages conferred by poverty or race (see chapter 4). What shall we do
about the stubborn persistence of poverty? Give the children of the poor
better schools, so that those who have the ability and grit can better make
their way in the labor market and escape poverty.

But schools do not actually provide a level playing field. Regard-
less of individual ability or determination, poor children are locked into
lower-income neighborhoods by their families’ lack of income, by the lack
of affordable housing in more affluent neighborhoods, and, too often, by
racial discrimination. They are plagued with poorer health and a mul-
tiplicity of problems diverting them from school success. They must at-
tend schools with fewer resources, fewer well-trained teachers, fewer
after-school programs, and lower teacher expectations. And even if they
succeed at school despite all of the obstacles, they face the unavailability
of jobs and the unaffordability of college. With failure inevitable for all
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but a very few, what is left other than to assert that teacher incompetence
is at the root of school problems and that the free market will solve all the
problems of the educational system?

The claim that grit and good teaching can trump poverty is embraced
by the reformers. Journalist Stephen Brill, himself an enthusiastic sup-
porter of the reform efforts, reports, “Charters like KIPP or Harlem Suc-
cess ... proved that intense, effective teaching could overcome poverty and
other obstacles and that, as [former New York City schools chancellor Joel]
Klein liked to say, demography does not have to be destiny.”*

So let us consider the claims of the KIPP and Success Academy chains
of charter schools, widely regarded by reformers as models for the coun-
try. Both chains, like many other charter schools, embrace a “no ex-
cuses” model, characterized by long days, large amounts of homework, a
test-preparation-based curriculum, uniforms, group chants, strict military
style, and “zero tolerance” discipline.

KIPP and Success Academy administrators claim that their students
get high scores on tests of student achievement, and they report very high
rates of college attendance by their graduates. What they do not explain
is that their students are not a completely random selection or that they
suspend or expel a much larger percentage of their students than tradi-
tional public schools. The very students who have the most difficulty in
traditional public schools—the students with attention disorders or learn-
ing or physical disparities, the students who are English-language learners,
the students who come from chaotic families—are precisely the ones who
are less likely to attend charter schools like KIPP and Success Academy
in the first place and who are more likely to drop out or be thrown out.
The high attrition rate means that the measures of student scores and col-
lege matriculation rates are all but meaningless. Independent evidence as
to KIPP’s and Success Academy’s actual performance, taking into account
non-random selection of students and their high attrition rates does not
exist, as far as I know. Yet KIPP and Success Academy administrators in-
sist that their example shows that any student will succeed academically if
he or she attends a school that adheres to their model. The keys to success,
they insist, are zest, grit, and effort, and all that distinguishes those that
succeed from those who fail is optimism, a strong work ethic, and unques-

tioning respect for authority.”
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The Role of Self-Interest

A second source of the school reformers’ ideas is direct self-interest,
whether conscious or not. While the school reformers may honestly believe
that their struggle to reform the nation’s schools is in the public interest,
what is their own self-interest, as individuals and as heads of corporations
and foundations?*®

The school reform movement has masked an attempt by private business
to extract profits from what has historically been a governmental function.
More than $1 trillion is spent in the United States each year on education
at all levels, some 7.2 percent of GDP.” Historically it has been hard for
the private sector to grab a piece of this, save in the old-fashioned form of
selling textbooks and supplies and constructing school buildings. The po-
tential profits from “mining” the public sector (to use economist Duncan
Foley’s phrase) are enormous. Capital Roundtable, which describes itself
as “America’s leading conference company for the middle-market private
equity community,” held a “master class” called Private Equity Investing
in For-Profit Education Companies, noting that “for-profit education is
one of the largest U.S. investment markets, currently topping $1.3 trillion
in value.” As consultant Rob Lytle of the Parthenon Group told investors
at a conference on private equity investing in for-profit education compa-
nies, “You start to see entire ecosystems of investment lining up.”

Sure enough, venture capital transactions in the K—12 education sector
soared from $13 million in 2005 to almost $400 million by 2011.®° Edu-
cational technology, charter schools, standardized tests, and programs
for special needs children have been especially popular as investment op-
portunities. Rupert Murdoch’s News Corporation has invested well over
$500 million in the education sector, largely in all-digital curricula. Text-
book and curriculum creation, dominated by Pearson, Cengage, and Mc-
Graw Hill, who collectively control over three quarters of the market, is a
$7.8 billion a year industry. A business partner of former tennis star Andre
Agassi seeks to raise $1 billion in capital for education system investments.®!

Big foundations have worked hand-in-hand with big corpora-
tions and local, state, and federal government officials to create a new
“educational-industrial complex.” Recall the controversial Common
Core Standards, initially sponsored by state governments, developed pri-

vately with massive private foundation funding, vigorously promoted by
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high-tech and hedge fund moguls, and adopted by the states under heavy
federal government pressure. And then come the rewards: Pearson, which
already makes billions of dollars from its sales of textbooks, landed a
contract from a consortium of states to develop and administer exams to
match the standards and to set performance standards for students on the
exams. Gates’s Microsoft then teamed with Pearson to produce a Windows
tablet containing the Common Core curriculum, providing schools with
a “single coherent ecosystem of teaching and learning.” Google and the
News Corporation have joined in with other tablet—Common Core pair-
ings. Gates forthrightly justified his foundation’s work on the Common
Core to the American Enterprise Institute: “When the tests are aligned
to the common standards, the curriculum will line up as well—and that
will unleash powerful market forces in the service of better teaching.” He
added, “Scale is good for free market competition. Individual state regula-

62

tory capture is not good for competition.

The Second Conundrum: Why Do We Believe the Reformers?

The second great puzzle is why the flawed arguments of the school crit-
ics have met such uncritical acceptance. If our schools were actually failing
disastrously, the appeal of the school reform movement would be under-
standable. But given the inability of the reformers to show this or to show
that their solutions would make anything much better, it is puzzling that
they have managed to convince much of the media and millions of Amer-
icans of the urgency of gutting the public school system.

The success of the school reform movement seems to reflect a conver-
gence of history, ideology, social anxieties, and self-interest. Throughout
U.S. history, mistrust of public schools periodically surfaces. Writing about
our schools has been “to a remarkable degree a literature of acid criticism
and bitter complaint,” noted historian Richard Hofstadter more than fifty
years ago. The many past claims that our schools were inadequate, how-
ever, were always accompanied by a belief that they could be fixed through
one or another curricular reform. Today the belief is more in the inherent
inadequacy of public education.®

To those on the right, mistrust of the public sector in general plays

an important role. Schools are the third-largest arena for government
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spending in the United States (trailing only health care and Social Se-
curity and ahead of defense). Following President Reagan’s mantra
that “Government is not the solution to our problem, government is
the problem,” conservatives have welcomed private-sector, free market
solutions for schools, as for everything else. At the far right edge, more
than a few Tea Party adherents denounce public schools as “socialist.”
The school reformers’ message of public school failure was met with
open hearts.”

Over recent decades, as the country has shifted to the right (in electoral
terms, at least), many Democrats, too, have moved away from their tra-
ditional allegiance to government as the source of solution to social prob-
lems. To centrist factions in the Democratic Party, such as the Democratic
Leadership Council and the New Democratic Coalition, deregulation,
balanced budgets, rejection of traditional Democratic positions on issues
such as welfare and free trade, and a move away from overly close ties
to public-sector unions have seemed a winning strategy. The rejection of
the more sweeping approach to societal reform characteristic of FDR’s
New Deal and LBJ’s Great Society and the preference for the piecemeal,
compensatory schemes of the school reformers are in keeping with this
strategy.®

At a less politically sophisticated level, suspicion of schools has deep
roots in many Americans. Some recall their own school experience as bor-
ing, dreary, and full of daily experiences of inadequacy and humiliation.
Almost all of us have had the experience of teachers we loved and teachers
we disliked. As a result, the narratives of “schools are failing” and “teach-
ers are at fault” are easily understandable.

Schools tap into deeper sources of anxiety as well. Schools are not
merely neutral places, imparting skills and information and holding out
the hope of upward mobility. They are where people from a professional
class (teachers, principals, educational “experts”) control and help socialize
children of all classes. Children are taught to accept the rigid time sched-
ules characteristic of the adult work world, to exercise self-control and
defer gratification, to accept the approval of adults other than their parents
as sufficient reward for “good” behavior, and to control their own aggres-
sion and sexuality. But all of this requires blocking and harnessing their
instincts, and so school may be experienced by children as alien and hostile,

even if as adults, they recognize its necessity.®
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Schools also teach, explicitly and implicitly, ideologically loaded infor-
mation, theories, and values. This places them squarely into the political
and ideological arenas. Insofar as the values or information inculcated at
school deviate from those of parents or from those of powerful people in
the wider community, schools are scrutinized. Anger at schools and teach-
ers, though often mixed with respect, lurks just under the surface. In the
fifties, fears of communism led some schools to censor books and fire the
“reds” who had led 1930s teachers’ unions. More recently, fears that schools
might teach “deviant” social values (such as non-traditional views of sexual
morality) have surfaced. So have fears that children might be taught mate-
rial that conflicts with religious doctrine (on evolution and climate change,
for example) or that contradicts conservative views of the Civil War, the
history of race, the immigrant experience, or the role of the United States
in the world. These fears may add to the hostility to schools.

For many black and Latino parents, the experience of the inadequa-
cies of their own children’s schools combines with awareness of the failure
of schools to eliminate the disparities between white students and black
and Latino students. Small wonder that black and Latino parents and
some (though by no means all) civil rights organizations are more wel-
coming of school choice and of repeated administration of standardized
tests than white parents.” Similarly, for working-class students and their
families, regardless of race or ethnicity, frustration over the lack of eco-
nomic opportunity in the United States in recent decades, combined with
the widespread, if mistaken, belief that it is the schools alone that create the
possibility of upward mobility, leads to easy blame of the schools.®

Anxiety about schools is not limited to those suffering the burdens of
racial or ethnic or economic inequality. In the United States, for all save
the very wealthy, social class is achieved, not inherited.” Professionals and
managers, who have made it into the upper part of the middle class, know
that their children will retain their family’s social status only through
school achievement. Pressure on children to succeed at school is intense,
and, especially in a time when the income and autonomy of many profes-
sionals is threatened, what Barbara Ehrenreich called “fear of falling” is
readily attributed to supposed inadequacies of the schools.”

Finally, fears of foreign economic and ideological competition are often
projected onto the schools. In the fifties, it was the post-Sputnik fears of the

Russians. In the nineties, it was fears that Japan would overtake the United
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States economically. Today the economic performance and test scores of
students from China, South Korea, Singapore, and other lands whose eco-
nomic growth rate far surpassed ours over the last two or three decades,
secems the threat. In this context, the terrifying, if superficial, international
comparisons (“Our schools are lagging internationally”) find a ready audi-

ence, and the subtleties of analyzing the results are lost in the uproar.

Conclusion

The “school wars” of recent decades have little to do with education but
much to do with promoting a conception of school as little more than
narrowly prevocational training, with an assault on public-sector unions
aimed at forcing teachers to comply passively with administrative de-
mands, with transferring resources from the public sector to the private
sector, with a deliberate undermining of democratic decision-making, and
with an attack on the very notion that schools should meet social, as op-
posed to individual, needs.

The American school system, as we have known it until very recently,
developed over the course of the nineteenth and early twentieth century.
It reflected the needs and culture of the eras of Industrial Capitalism and
Corporate Capitalism. Based on the “common school” tradition, it as-
sumed schools were intended to create good citizens (and, at its best, edu-
cated men and women), as well as to provide prevocational preparation.
It was certainly not without terrible flaws, most notably in its discrimina-
tion against racial minorities and the unequal opportunities it provided for
poor children, but Americans had what Richard Hofstadter described as a
“persistent, intense, and sometimes touching faith in the efficacy of public
education,” and the U.S. educational system was the envy of the world.”

The current school reform movement is at its heart an effort to bring
our schools into conformity with the imperatives and style of Third
Wave Capitalism. If the reformers have their way, our school sys-
tem will come to resemble our health-care system. The newly emerg-
ing educational-industrial complex will feature a mix of public, private,
and hybrid providers of services, with the latter two as well as the for-
mer largely financed by taxpayer money. The entire system, public and

nominally nonprofit as well as for-profit, will provide a rich market for
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suppliers of goods and services and serve as a conduit for transferring
massive profits to private investors, with no improvement in educational
outcomes. That is, like the health-care system, it will provide abundant op-
portunities for rent-seecking. Despite the public funding, there will be little
public accountability. The ability of local school boards (whether elected or
selected by elected officials) to ensure the well-being of all students will be
eroded by the whims of the wealthy. Teachers’ autonomy and profession-
alism will be degraded, and education will become increasingly uniform
in content, routinized in methods, and subjected to narrowly managerial
conceptions of quality. The schools will give priority to serving individu-
ally determined goals rather than publically agreed upon ones. The dis-
connect between labor market needs and students’ expectations will grow,
turther reinforcing a narrative of self-blame for the structural inequities of
the larger system. And the idea that all of us collectively determine how

the next generation is educated will be abandoned.



Race aAND PoverTy: THE BETRAYAL
OF THE AMERICAN DREAM

For a brief moment in the 1960s and early 1970s, eliminating poverty
and racial inequities seemed realistic goals. But it was not to be. The
productivity of the American economy and our national wealth have
skyrocketed, yet poverty levels remain well above their early 1970s
lows. Legalized discrimination in schools, housing, jobs, and other
areas of daily life is no more, the economic and social gains for people
of color have been substantial, and open racism among whites has
become less acceptable. But disparities in income, wealth, schooling,
and health persist, progress in eliminating housing and school segre-
gation is at a standstill, and one out of every three black males born
in the United States today can expect to go to prison in his lifetime.
Growing poverty amid growing wealth, persistent racial disparities
despite declining racism—these seem like contradictions. But given the
pervasive drive of Third Wave Capitalism toward inequality and given
its determined withdrawal from public action to address social ills,

they are entirely predictable.
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Turning to poverty and especially to race, I feel more than a little trepi-
dation. Health and education are worlds I have lived in, as a provider of
services and as a receiver of services, my entire life. Race, however, I have
not experienced from the inside. More accurately, I have experienced race,
but from the privileged white position of being free to “not feel” race.
I have the luxury of being able to cut myself off from the realities and even
the awareness of racial inequities and of the privileges that being a white,
middle class male convey.

[ am equally aware that, even among those firmly committed to progres-
sive social change, racial justice discussions and efforts can be contentious.
Political correctness is a mirage. No matter my sympathies, I am aware of
treading on thin ice, caught between a commitment to social justice, a fear
of understating or misunderstanding the issues, and the ease of retreating
into facts and analysis.

My own direct experience of race began as a small child, sitting beside
my father in the front seat of the car, driving our part-time housekeeper,
Ever, home at the end of the day. (She was a follower of the black spiritual
leader and civil rights movement precursor Father Divine and had taken
the name Everlasting Life.) Ever sat in the back seat, forbidden by Divine’s
International Peace Mission movement to permit any greater physical in-
timacy with a white man. I also painfully recall Mandy, another African
American woman who later worked for us as a housekeeper, sitting duti-
fully but awkwardly with the family in the living room after my left-wing
mother (whom “Mandy” called “Mrs.” Ehrenreich) invited her to join us
in watching the television news of the Montgomery bus boycott. And I re-
call myself as a boy barely in my teens, brimming with fury over lynchings
and other atrocities committed against blacks in the South in the mid and
late fifties.

Later I found ways to act on my rage, though never in ways that as-
suaged the guilt. I picketed Woolworth’s in support of the first sit-ins. I was
arrested at a sit-in to desegregate an amusement park outside of Baltimore.
I tutored black children in support of community control of schools dur-
ing the New York City teachers’ strike of 1968. I chose to spend my entire
academic career at a public college that was a pioneer in opening the door
to college for poor people, people of color, Vietnam veterans, and women
returning to school after raising families (“those traditionally bypassed by

higher education,” as the college administration euphemistically described
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them). Over the years, faculty and students repeatedly struggled to get the
college to admit more poor and minority students, to develop curricula
responsive to their needs and learning styles, to provide the academic and
non-academic support services they often needed, and to hire more minor-
ity faculty and administrators. Today the College at Old Westbury is re-
peatedly rated one of the three or four “most diverse colleges in the United
States” by U.S. News and World Report. But diversity in itself is not enough,
and [ am only too aware of the ways in which our dreams of an educational
revolution fell short.

My own confusion and guilt undoubtedly find their way into this chap-
ter. Can bare facts and numbers capture the rage with which the facts
and numbers should be spoken? Do facts and analysis do justice to un-
derstanding how America treats its poor people and its people of color,
whether poor or not? But expressing moral outrage is not a solution, and
the short-term emotional relief it creates quickly turns to ashes in the face
of its real-world impotence. So let me retreat into facts and analysis, but let

not the analytical tone disguise all that’s left out.

The Tangled Web of Race, Ethnicity, Poverty, and Class

Untangling the interrelationships among race, ethnicity, poverty, and class
is filled with pitfalls.

First, poverty: Current estimates are that forty-five million people
(about 15 percent of the U.S. population) fall below the poverty line (de-
fined as an income of $24,250 for a family of four in 2015, which is adjusted
for other family sizes and configurations). But to talk about poverty as if
it is a clear category and about “the poor” as if the word “poor” describes
a specific group of people is deeply misleading. The official definition of
poverty is arbitrary and is widely believed to underestimate the income
needed to support a family at a minimal standard of living. By many esti-
mates, families need an income about twice the federal poverty level just
to meet basic expenses. That less strict definition implies that more than
one-third of Americans are poor at any given time.!

In any case, being poor (using the Census Bureau definition) is not a
fixed status. People move in and out of poverty. Becoming poor is most
commonly triggered by losing a job or taking a cut in pay. About one-third
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of those families who are below the poverty threshold in any given year
are no longer below it the following year, and fully three-quarters remain
“poor” for less than four years. About half of those who escape will fall
below the poverty line again at some time over the following five years,
however. Conversely, some 51 percent of the U.S. population experience
some period of time before the age of sixty-five in which they fall below
the poverty level.?

Atbest, “below the poverty line” provides a snapshot of the most desper-
ate part of the population, for whom getting food and other immediate ne-
cessities is severely problematic at a specific moment. But looked at over a
period of even a few years, poverty is far from being the lot of a distinct and
relatively small group. It is the experience of a large proportion of the U.S.
population. If we use the commonly employed term “lower-middle-class”
to describe the bottom half of the U.S. income distribution, then “poor”
and “lower-middle-class” are not far from coextensive. The continued use
of the words “poverty” and “the poor” as if they describe a distinct category
serves more to prevent people in the much larger group from identifying
with one another than it does to provide any real conceptual clarity.

Then there is “race.” The Census Bureau lists some forty-two million
U.S. citizens as “black or African American” But race too is a fuzzy, het-
erogeneous, and sometimes contested concept, defined socially, politically,
and personally more than by any objective characteristics such as skin color.
A person who has one black grandparent and three white grandparents is
usually considered and considers himself or herself as black, not white, and
a light-skinned person with some African ancestry, pale enough to “pass,”
may nevertheless choose to define himself or herself as black. Race is also
inseparable from history. Both in the personal identity of black Americans
and in the perceptions and reactions of whites, it reflects America’s long
history of slavery, the defeat of post—Civil War Reconstruction, the vio-
lent creation of the Jim Crow system, and the Great Migration of some six
million African Americans from the rural South to the urban Northeast,
Midwest, and West between 1910 and 1970. Race is a label that contains
bigotry, discrimination, and violence by whites against blacks, as well as
sometimes-romanticized or sanitized stories of black resistance against op-
pression. Race also contains a history and an ongoing present-day reality
of structural and institutional racism, the sometimes explicit, more often

implicit policies and practices engaged in by public and private institutions
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that systematically treat black and white differently, to the disadvantage
of the former.

Further complicating our notion of race are ethnicity and immigration.
Today there are some seventy-six million or so Americans who are not
black or African American but who are “people of color.” America has a
long history of discrimination against recent waves of immigrants, often
using racial categories to define them regardless of their actual skin color.
Even the Irish were sometimes regarded as not “white” in the early nine-
teenth century, and at the turn of the twentieth century, Jews, Italians,
Greeks, Slavs, and other immigrants from eastern and southern Europe
were often described as “colored” races.!

Today’s immigrants from Latin America, North Africa, the Middle
East, South and East Asia, and the Pacific, and their children, even when
born in the United States, are often conflated with blacks by whites, who
may attribute to them characteristics stereotypically attributed to blacks.
They also are targets, in varying degree, of the same kinds of individual
and structural discrimination that affect blacks. And like blacks, many of
these groups are at the bottom of the social ladder with respect to income,
wealth, education, health, housing, and power.’

The fate of any of these groups over the long run is unknowable. A gen-
eration or two hence, will they, like the Irish, Jews, Italians, and others be-
fore them, be largely indistinguishable from white America as a whole, or
will they remain discriminated against and stuck at the bottom of the U.S.
class structure? One ominous sign: the relatively stable and high-wage in-
dustrial jobs that enabled many from earlier generations of immigrants to
ascend into the middle class exist no more, and, since the 1970s, Americans
other than the top 20 percent of income earners have benefited little from
the nation’s economic growth and gains in productivity.

Regardless, the current situation of various ethnic minorities is mingled
with and in many ways similar to that of blacks, but it is impossible to sim-
ply fold the story of black America into the story of immigration. Blacks
do not have to assimilate. They have been an integral part of the American
story from the very beginnings, but for centuries they have been systemati-
cally locked in to a subordinate position in society. Today white Ameri-
cans’ perceptions of blacks are heavily confounded with their perceptions
of “the poor” and vice versa, in a way that is much less true of their percep-

tions of other racial and ethnic minorities.®
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The media often conflate race and poverty, using “the poor” or “resi-
dents of the inner city” as code words for “black.” But poverty and race
are not interchangeable. Almost half of the poor are white. Only about
one-quarter are black and roughly another quarter are Latino. Conversely,
three-quarters of black Americans and three-quarters of Latinos are not
poor, using the standard, if flawed, official poverty levels as our measure.
Nor are the poor predominately residents of the “ghetto” or the “inner
city” of major metropolises. Fewer than half of the poor live in large or
medium-sized cities, and one-sixth live in non-urban areas.

That said, race, ethnicity, and class in the United States are inextricably
intertwined. Black Americans are almost three times as likely to be poor as
white Americans, and Latinos more than twice as likely. Many of the prob-
lems faced by poor black communities with respect to schooling, health,
housing, employment, crime, and emotional distress reflect low economic
status as well as race. It is impossible to address poverty without addressing
race or to address race without addressing poverty.’

But conflating the two is also problematic. As President Johnson said in
his 1965 commencement address at Howard University, “Negro poverty is
not white poverty. Many of its causes and many of its cures are the same. But
there are differences—deep, corrosive, obstinate differences—radiating
painful roots into the community, and into the family, and the nature of
the individual.” What makes black poverty different is not merely the scars
“of long years of slavery and a century of oppression, hatred, and injustice”
(Johnson’s words) but the systematic ways in which blacks have continued
to face discrimination and violence and racism in the United States in the
years since the civil rights revolution of the 1960s.*

Economic opportunity and security, the right to get a good education,
the right to good health care, a sense of well-being, the right to have one’s
voice heard politically, “liberty and justice for all”—these are our expecta-
tions of our birthright as Americans. If particular groups are systemati-
cally denied opportunity, political equality, liberty, and equal justice under
law, if government fails to secure the rights of some and fails to “promote
the general welfare,” then the American Dream has been betrayed. Has
America met its own standards? Or was the 1963 cry of Martin Luther
King Jr. that America had “defaulted” on the “promissory note to which
every American was to fall heir” not merely a statement about the past but

a foretelling of the future?’
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It is now sixty years since Brown v. Board of Education. Fifty years ago,
President Johnson admonished America that millions of Americans were
deprived of the blessings of liberty “not because of their own failures, but
because of the color of their skin. . . . It cannot continue. Let us close the
springs of racial poison.” “The time of justice has now come,” he added.
“No force can hold it back.” Fifty years ago President Johnson also de-
clared “unconditional war” on poverty, promising, “We shall not rest until
that war is won.” In response, Congress passed the Economic Opportunity
Act, declaring, “It is . . . the policy of the United States to eliminate the

paradox of poverty in the midst of plenty . . . by opening to everyone
the opportunity for education and training, the opportunity to work, and
the opportunity to live in decency and dignity.”"

So how have Americans of African descent fared in the years since then,
and what happened to the hopes of eliminating racism and poverty in a
single generation?

The State of Black America

For black Americans, the positive changes have been dramatic. The world
has changed dramatically since the early 1960s. Jim Crow is no more. Le-
galized racial segregation in housing, schools, and transportation is gone.
Discrimination in hiring is illegal. The armed forces and most businesses
are integrated. The percentage of black families with incomes below the
poverty level has been cut in half. A large black middle class has emerged.
The gap in the high school completion rate between Americans of Afri-
can descent and those of European descent has all but disappeared. Open
expressions of racism can cost a millionaire his basketball team and a pol-
itician his election. Black men and women vote for president at a higher
rate than whites. We have had many black mayors and congressmen and
judges and secretaries of state, and we now have a black president. Look-
ing at these changes, together with changes in racial attitudes on the part of
many younger people, many whites feel the battle for racial justice is over,
that we live in a post-racial society.

But the sense of progress is partly illusory. Looked at over the span

of fifty years, the gains are obvious, but most of the gains were made
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in the sixties and seventies. Since then, progress has slowed or stalled
altogether. As a result, the average black household today still earns less
than two-thirds as much as the average white household and has only
6 percent of the assets. Twenty-seven percent of black Americans—more
than two and one half times the percentage of whites—remain below
the poverty line, and another 10 percent or more are stuck just above the
official poverty line. The black unemployment rate has remained twice
that of whites, regardless of education, gender, geographic area, or the
state of the national economy. Black children are more likely than white
children to attend schools with inadequately prepared teachers, and
major gaps in students’ scores on tests of basic academic skills and in col-
lege completion rates remain. Blacks own their own homes at a rate only
60 percent of that of whites. Blacks are more likely to live in areas threat-
ened by environmental pollution. Although life expectancy is up for all,
black life expectancy at birth remains four years less than that for whites,
and although infant mortality rates are down for all, the infant mortality
rate for black babies is double that of comparably educated whites."

What is puzzling to many white Americans is the persistence of these
disparities in the context of apparent reductions in the acceptability of
overt racism on the part of whites (what comedian Chris Rock has called
“white progress”).”” All too readily, white politicians and the media con-
clude that the fault must lie in some characteristics of blacks themselves,
such as overdependence on welfare, or the inevitable consequences of fam-
ilies that have no father present. The real explanation, however, lies in the
distinction between individual racism and structural racism. Racialized
outcomes do not necessarily require racist actors. More and more, it is the
persistence of structural racism—disparities that are embedded in systemic
institutional policies and practices—that place blacks and other people of
color at a disadvantage."

Let me give a few scattered examples:

e For many years, poor black communities have received less investment
and fewer services from local governments. Lack of medical facilities,
inadequate parks and recreational facilities, poor public transporta-
tion, and infrequent trash pickup quickly turn black neighborhoods
into “slums.” Poverty, continued discrimination in housing and lack of
affordable housing elsewhere locks blacks into those communities.
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e School budgets depend on property taxes. The lower value of homes in
largely black communities mean that school budgets are lower in these
areas. As a result, black children systematically attend poorer schools
with fewer resources.

¢ For three decades tobacco companies, recognizing the overall decline
in their consumer base, have targeted black communities. Predictably,
blacks suffer higher rates of lung cancer than whites.

® Banks, after years of restricting mortgage loans to black customers, in
the early 2000s deliberately targeted minority communities for the sale
of “sub-prime” mortgages. As a result, black homeowners were more
likely than whites to lose their homes in the housing bust of 2008 and
the years that followed.

® One and one half million black men are incarcerated or premature-
ly dead. For every one hundred black women aged twenty-five to
fifty-four and not in jail, there are only eighty-three black men. For
black women, potential mates are relatively scarce, and family forma-
tion and stability are disrupted.

® Many white parents want their children to attend a nearby neigh-
borhood school and not be bussed to a distant neighborhood. Many
financially stretched white taxpayers oppose tax hikes to pay for ser-
vices that will be not directly benefit them. In neither case are they
necessarily motivated by explicit racism. Yet the result of their ac-
tions is to preserve school segregation and poorer services to black
communities."

The energy and commitment behind the effort to realize the goal at the
very heart of the civil rights revolution, school desegregation, have also de-
clined. In the wake of Brown v. Board of Education, school segregation de-
clined rapidly in the South, largely as a result of federal court orders. Over
the last three decades, however, courts have relinquished their supervision
of southern school districts, and, predictably, segregation of public schools
has crept up again. Nationwide, 38 percent of black students and 43 per-
cent of Latinos are in schools that are more than 90 percent nonwhite.
The typical black student now attends a school where only 29 percent
of the students are white, down from the 36 percent of 1980. The worst
problem now is in the North. New York State, where two-thirds of all
black children attend schools that are more than 90 percent nonwhite, now
claims the most segregated schools in the country, followed closely by Il-

linois. In New Jersey more than a quarter of all black children now attend
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what some call “apartheid schools,” schools that have less than 1 percent
non-minority students.”

School segregation today is largely driven by residential segregation,
which in turn is based on both income and on race and ethnicity. Neighbor-
hood segregation is not an accident, and it is not simply due to the inability
of poorer people to afford better housing or due to “white flight” or to resis-
tance on the part of whites to integration of their neighborhoods, although
these factors certainly play a role. Current patterns of neighborhood segre-
gation were initially created as a result of intentional government-created
or government-tolerated or government-enforced policies, including local
zoning restrictions, urban renewal programs, federal subsidies for subur-
ban development conditioned on exclusion of blacks, bank refusal to give
mortgages for home purchases in minority neighborhoods, restrictive cov-
enants, and real estate brokers steering black and white clients to different
neighborhoods and encouraging white flight.'®

Although court decisions and the Fair Housing Act of 1968 out-
lawed many of these practices, policies that maintain residential segrega-
tion continue, often in the form of discrimination that on the surface is
blind to race. These include disproportionate use of federal subsidies for
low-income housing to build housing in neighborhoods that are already
low-income, local zoning rules in white neighborhoods that prevent con-
struction of affordable low-income and middle-income housing, contin-
ued discriminatory lending practices by banks and mortgage companies,
and poor funding of the federal housing voucher program. Today racial
and ethnic and economic segregation go hand-in-hand. The percentage of
poor people who live in neighborhoods that are predominantly poor has
been increasing ever since the early 1970s, and especially so for black and
Latino families."”

The retreat from governmental policies to end housing segregation was
deliberate. Nixon administration secretary of housing and urban develop-
ment George Romney, Mitt Romney’s father, believed that the 1968 Fair
Housing Act’s mandate to “affirmatively further” fair housing gave him
the authority to pressure predominantly white communities to build more
affordable housing and to end discriminatory zoning practices. As a 2012
ProPublica report described the events, he ordered HUD ofhcials to re-
ject applications for water, sewer, and highway projects from cities and

states whose local policies fostered segregated housing. President Nixon,
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in “southern strategy” mode, forced Romney to back off and finally drove
him from the cabinet. Nixon understood what he was doing: “I realize that
this position will lead us to a situation in which blacks will continue to live
for the most part in black neighborhoods and where there will be predomi-
nately black schools and predominately white schools.” Ever since, Demo-
cratic and Republican presidents alike have refused to use the leverage of
HUD’s billions to fight segregation.'®

The Poor You Shall Always Have with You

The story is similar with respect to poverty. Again, the good news first. In
the early sixties, one in five Americans had incomes below the poverty level,
but by mid-decade a broad attack on poverty was underway. Under Pres-
ident Johnson there were Medicaid and Medicare, Head Start, the Com-
munity Action Program, expansion of access to higher education, housing
subsidies, improved unemployment benefits, affirmative action in hiring,
expansion of access to welfare, and civil rights acts providing protections
against discrimination in schools, workplaces, and housing. President Nix-
on’s legacy was more ambiguous, with cuts in many existing programs,
but it still included a vast expansion of the food stamp program, indexing
of Social Security pensions to the cost of living, Supplemental Security In-
come, and proposing the Earned Income Tax Credit. Despite budgetary
competition from the war in Vietnam and ideological opposition, the War
on Poverty (in the broad sense of all of the Great Society initiatives, not just
the Economic Opportunity Act per se) was a resounding success. By 1973,
the poverty rate had been cut almost in half, to 11 percent.”

But then progress in fighting poverty came to an abrupt halt. The pov-
erty rate began to rise again, and it has wobbled between 11 and 15 percent
ever since. Today it stands at about 15 percent. More than forty-six mil-
lion Americans, including more than one in five children, live in families
with incomes below the poverty line. Almost half of these are in “deep
poverty”—that is, have incomes less than half the already austere poverty
level.

“Poverty” is a pallid word. Most immediately, of course, it refers to a
lack of money. But lack of money has many specific consequences. In the
United States 8.5 million children live in “food insecure” households in
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which at times during the year they are uncertain of having enough food
to meet their needs. Over the course of a year, 2.5 million U.S. children are
homeless. Poor people are five times more likely than their more affluent
peers to report being in “poor” or “fair” health, and those over age sixty-five
will live five fewer years than their richer counterparts. One out of seven
poor families lives in severely physically inadequate housing, with inad-
equate heat or hot water or infestations of vermin. In polls, poor people are
eight times as likely to report experiencing “severe” emotional distress over
the preceding month. And while the black-white and Latino-white gaps in
educational achievement have narrowed significantly since the 1960s, the
class gap—Dbetween children from families in the bottom 10 percent of the
income distribution and those in the top 10 percent—rose dramatically.”

The immediate reason for the persistence of poverty is simple: since the
early 1970s poor people have not shared in the benefits of U.S. prosperity.
In the quarter century following World War II, it may have been true
that “a rising tide lifts all boats.” The incomes of the poorest 20 percent of
Americans actually grew more rapidly than the incomes of the top 20 per-
cent. But in the last four decades, despite a tide of economic growth, it has
been mainly the yachts of the already wealthy that have risen. Between
1979 and 2007, real per capita Gross Domestic Product doubled, but while
the average income for the top 1 percent of U.S. households rose 156 per-
cent and the average income for the top 0.1 percent rose 362 percent, in-
come for most Americans in the middle barely moved. As for poor people,
income for the bottom 20 percent actually fell.*!

Putting it at its simplest, poverty has been sustained by what the Eco-
nomic Policy Institute’s Josh Bivens has called the “inequality tax.” In the
early seventies the richest 1 percent of Americans collected about 10 per-
cent of national aggregate wages; today they collect more than 20 percent.
Had incomes for the bottom 20 percent of U.S. workers kept up with pro-
ductivity instead of lagging behind, by the mid-eighties there would have
been no (you read it right, n0) Americans below the poverty line. In effect,
the money that could have gone to eliminate poverty was seized by the
wealthiest 1 percent.”?

Consider a single mother with one child who worked in late 2014 as
a Walmart cashier. Even if she worked full time, her family would have
remained below the poverty level. Like thousands of other Walmart work-

ers, she would have survived by supplementing her income with support
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from public programs such as Medicaid, food stamps, and housing subsi-
dies. In 2014, taxpayers subsidized Walmart’s payroll costs to the tune of
$4,500 per worker per year—more than $6 billion in all in 2014. That same
year, Walmart made $16 billion in profits. A little arithmetic suggests that
if Walmart had raised the wages of every single one of its workers to above
the poverty line instead of asking the taxpayers to pick up the tab, it would
still have left $10 billion in profits for the stockholders. The other $6 bil-
lion in Walmart profits were a direct gift from the taxpayers. As a result
of their profits over the years, the six Walton heirs, the wealthiest family
in the United States, now have assets of almost $150 billion, more than the
combined assets of all of the poorest 49 million Americans—that is, more
than all the people in the United States below the poverty line.”?

The bottom line is simple. Growth is not enough.

The Retreat from Social Justice

Many of the social problems that lead to fears that America is in decline are
in large measure tied to poverty and to race. Being poor and/or not being
white leads to lower educational achievement, poorer health, higher rates
of crime, and higher rates of mental illness. But as was the case with ef-
forts to end segregation, as a nation we have retreated from any systematic
and sustained effort to end poverty. In the late 1960s and early 1970s, hope
arose that we could address these problems at their root. Said President
Lyndon Johnson, in his 1964 State of the Union address,

Let this session of Congress be known as the session . . . which declared
all-out war on human poverty and unemployment in these United States;
as the session which finally recognized the health needs of all our older cit-
izens; as the session which reformed our tangled transportation and tran-
sit policies . . . and as the session which helped to build more homes, more
schools, more libraries, and more hospitals than any single session of Con-

gress in the history of our Republic.

The many Great Society programs followed. The centerpiece of Johnson’s
War on Poverty was the Economic Opportunity Act. The act included
among its major programs the Job Corps and the Neighborhood Youth
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Corps to provide work, basic education, and training for young people;
the Federal Work-Study program to enable colleges to offer part-time
employment for students from low-income families; the Adult Basic Ed-
ucation program to provide English-language literacy programs; and pro-
grams of loans for rural families and assistance for needy children.

The most innovative part of the act was the program for urban and
rural community action. A “Community Action Program” was defined
as a program “which provides services, assistance, and other activities of
sufficient scope and size to give promise of progress toward elimination of
poverty or a cause or causes of poverty through developing employment
opportunities, improving human performance, motivation, and productiv-
ity, or bettering the conditions under which people live, learn, and work.”
Money was provided for community organizations to set up a “Commu-
nity Action Agency” to develop, coordinate, and mobilize a whole range
of programs, services, and community development projects to reduce
poverty. Community health centers, Head Start, Neighborhood Legal
Services, family planning services, and addiction services were among the
activities sponsored.”

The local Community Action Agency was also supposed to prod ex-
isting service providers to become more comprehensive, more integrated,
and more responsive to the needs of the poor. To ensure the latter, it was
required that the Community Action Program encourage the “maximum
feasible participation” of the poor. This was later interpreted to mean that
at least one-third of the board of directors of the local Community Action
Agency should be chosen by and come from the community targeted by
the Agency.

Taken at face value, “maximum feasible participation” meant not sim-
ply helping poor people but empowering poor people to help themselves
and to challenge anyone who got in their way. According to Othice of Eco-
nomic Opportunity director Sargent Shriver, the Economic Opportunity
Act was intended to be “for the poor what the National Labor Relations
Act was for unions. . . . It establishes a new relationship and new griev-
ance procedure between the poor and the rest of society.” Perhaps needless
to say, increasing the power of poor people generated enormous opposi-
tion from those whose previously undisputed power was to be challenged,
including mayors, agency heads, local business owners, and local union

leaders.”
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The hope soon faded that the War on Poverty and other Great Society
measures would “eliminate the paradox of poverty in the midst of plenty”
(to use the words of the “declaration of purpose” prefacing the Economic
Opportunity Act). By the late 1960s, political backlash, budgetary competi-
tion from the war in Vietnam, and economic downturn led to cutbacks in
funding for antipoverty efforts. By 1972, Richard Nixon, under less pres-
sure from the rapidly fading community and left movements of the previ-
ous decade, proclaimed that the era of small government was at hand and
made further cuts. By the Reagan era, the much-weakened efforts that
remained came under further attack.

The mechanisms for rolling back the concerted effort to end poverty
were many. Tax cuts, especially for the wealthy, reduced funds available for
services and for the social safety net. Racially coded politics led to attacks on
programs such as welfare. Supreme Court decisions handcuffed affirma-
tive action programs aimed at ending disparities in employment and educa-
tion. The executive branch pulled back on direct efforts to reduce housing
and school segregation, on enforcement of existing antidiscrimination laws,
and on enforcement of occupational health laws. The Office of Economic
Opportunity was chronically underfunded, and after 1967, under pressure
from big-city mayors, the idea of “maximum feasible participation” was
reduced to the fuzzy idea that the community should give advice.”

The social safety net eroded or was directly dismantled. Inflation ate
away at the minimum wage, which in real purchasing power is now 33 per-
cent lower than in it was in 1968 (see chapter 1).” Over the twenty-five
years before its ultimate repeal in 1996, cash benefits under the Aid for
Families with Dependent Children program (“AFDC,” commonly sim-
ply called “welfare”) declined even more sharply. Whatever its deficits,
AFDC, originally established as part of Roosevelt’s New Deal, helped
support two-thirds of children living in poor families in the mid-seventies
and eighties, but the 1996 Clinton welfare “reforms” slashed the protec-
tions offered. Today only about one-quarter of the children of the poor
are reached by welfare’s successor, the Temporary Assistance for Needy
Families program, and the inflation-adjusted benefits provided are now
20 percent lower than even the 1996 level. From 1980 to 2003, federal sup-
port for low-income housing also dropped 49 percent. Cuts in food stamps,
in Pell grants for college students, in funds for public school systems, and

in unemployment insurance also took their toll.”
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In 1987, President Reagan famously remarked, “In the sixties we waged
a war on poverty, and poverty won.” It was an outright lie. What really
happened was that conservatives, exemplified above all by Reagan himself,
persuaded frightened middle-class Americans to ally themselves with the
rich and defeat the poor.

After the mid-1970s, concerted efforts to address poverty and discrimi-
nation were no more. Instead, if poverty was a concern at all, we got
programs aimed at merely trying to compensate for poverty, economic in-
security, and racial inequities and at “helping” individuals who were poor.
Poor because you don’t have a job? Your lack of education is to blame, so
we’ll improve the schools. (Never mind the increasing level of segrega-
tion in schools or that the demand for labor has lagged behind the supply
of educated students or that even in “good” schools, children from fami-
lies living in poverty are handicapped.) Unhealthy because you are poor?
Your poor health habits are to blame (too much sugar and fats, too much
smoking); at best, you need better access to medical care. (Never mind that
substandard housing conditions adversely affect health or that environ-
mental threats to health tend to be concentrated in poor areas or that the
government subsidizes production of sugar and animal fats and tobacco
and not production of healthier foods.) Living in substandard housing in
an inner city neighborhood because you are poor? We'll provide rent sub-
sidies or build low-income housing (though not enough to meet the need
and certainly not in a middle-income white neighborhood). Providing op-
portunities to help a few people escape poverty replaced structural changes

to help the many.

Criminalizing Poverty

Less benignly, in the absence of efforts to end poverty and discriminating,
we expanded the criminal justice system. Rigorous policing, harsh sentenc-
ing policies, and long prison terms replaced antipoverty programs and pol-
icies aimed at reducing structural racism.

The overall incarceration rate in the United States began to rise in the
mid-seventies. Today more than six times as many Americans are in jail or
prison as in 1970. The rate of increase is greater for women than for men,

although women are imprisoned at a much lower absolute rate. Today,
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more than two million people are imprisoned, more than half of them non-
white. An additional five million people are on probation or parole. The
United States has a rate of incarceration far higher than that of any other
country in the world.”

The criminal justice system is ostensibly concerned with deterring or
punishing crime, but increases in crime do not explain why the Ameri-
can rate of imprisonment is so high. Studies carried out by criminologists
Allen Beck and Alfred Blumstein of imprisonment for murder, sexual as-
sault, robbery, assault, burglary, and drug offenses indicate that changes in
the crime rate in the United States explain essentially none of the 220 per-
cent increase in the rate of incarceration in state prisons for these crimes
between 1980 and 2010. Increased police effectiveness (that is, arresting a
larger fraction of those who commit crimes) played only a small part in
the period before 1990, and has played no part since. Almost the entire
increase was due to the fact that persons arrested for a felony became far
more likely to be sentenced to prison and that convicted felons were given
much longer sentences. Most other Western countries also experienced ris-
ing crime rates beginning in the 1960s or 1970s, but they did not respond
to increased crime by adopting markedly harsher policies and laws, and
their incarceration rates did not soar the way it did in the United States.*

Another factor that helps explain the difference in incarceration rates
between the United States and the rest of the industrialized world was the
release of hundreds of thousands of patients from state mental hospitals in
the years from the late 1960s on. “Deinstitutionalization,” as it was called,
was driven by the availability of then-new anti-psychotic drugs, by states’
desire to lessen the financial burden of sustaining patients in long-term
hospitals, and by the availability of Medicaid money to treat those with
mental illnesses. The “community mental health centers” established by
the 1963 Community Mental Health Act were expected to take over the
care of most of the patients released from the hospitals, but only half of the
proposed centers were ever built. None were fully funded, and money was
not provided to operate them long-term. Many ex-patients became home-
less or semi-homeless. Still more were swept up into the nation’s jails and
prisons. There are now ten times more people with severe mental illness in
prison than in all of the psychiatric hospitals in the United States.”

The big source of rising incarceration rates, however, was the changes

in laws and sentencing policy. But such changes do not occur in a vacuum.
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The exceptionally high proportion of the population that is imprisoned in
the United States is rooted in the collapse of efforts to directly address pov-
erty and segregation. The 1960s and early 1970s were tumultuous times,
characterized by the demonstrations and sit-ins of the civil rights move-
ment, urban riots, “community control” movements sparked by the Com-
munity Action Projects’ insistence on “maximum feasible participation” of
the poor, other militant movements of urban poor people such as the Black
Panther Party and the Latino Young Lords Organization, anti—Vietnam
War demonstrations, campus unrest and the rise of the New Left, and, at
the end of the period, the emergence of militant feminist, gay, and envi-
ronmentalist movements. Encouraged by the Civil Rights Act, the Eco-
nomic Opportunity Act, and other Great Society programs, poor people,
blacks, ethnic minorities, and others came to believe that they had political
and marketplace rights that must be respected and that it was the respon-
sibility of the government to protect them.

The unrest created widespread anxiety, not only among the business
owners, union leaders, and local politicians whose traditional power and
positions were threatened, but also among large numbers of white Ameri-
cans who found it easier to be angry at poor people and nonwhites than
at the system that sustained inequality. Richard Nixon’s “southern strat-
egy” embraced the anxiety and propelled a historical shift to the right in
American politics. The FBI’s COINTELPRO infiltrated, discredited, and
disrupted left-wing domestic political organizations and black and other
community movements (see chapter 1). The rise of the Christian right and
the intensely waged “culture wars” of the period were other major ele-
ments of the backlash.

But how could the unrest be controlled? The social safety net was un-
raveling, and the Johnson administration’s concerted, if flawed, attack on
poverty, segregation, and discrimination had been taken off the table. The
criminal justice system stepped in as a mechanism for controlling public
spaces as well as for preventing or punishing crime. The drive for law and
order (that is, getting tough on crime), President Nixon’s “war on drugs”
(which was waged almost exclusively in black and Latino communities),
New York governor Nelson Rockefeller’s draconian drug laws (which
were imitated across the country), and state gubernatorial candidates’
demands to “build more prisons” all were racially coded ways of getting
tough with unruly blacks, Latinos, and poor people.
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The criminal justice system became, in the words of Harvard sociolo-
gist Devah Pager, “the only effective institution that could bring order and
manage urban communities.” Toward the end of the 1900s and in the early
2000s, even as the crime rate fell to historic lows, arrest rates and incar-
ceration rates continued to rise. Police in many cities adopted the “broken
window” (or “zero tolerance”) theory of policing, aggressively focusing
on minor offenses and misdemeanor arrests. Racially targeted “stop-and-
frisk” programs in the absence of any real suspicion of wrong-doing,
arrests for offenses such as dancing on subway trains, standing on the side-
walk with a group, or playing basketball in the park after hours, demands
by police to show an ID when standing outside one’s own apartment, and
breaking up by police of groups of young men accused of “lingering,” all in
effect criminalized everyday activity. Although the police defended these
practices as reducing serious crime, research on the effectiveness of “bro-
ken windows” and similar policies has failed to produce any consensus
that the model actually reduces serious crime and has failed to show any
link between disorder and crime. For poor urban communities, however,
the policies created an atmosphere of fear, damaging the fabric of those
communities.”

Yet another factor that did not initiate the current incarceration regi-
men but that does help maintain its inequities is the emergence of what has
been called the “prison-industrial complex.” (It might more accurately be
called the “justice system—industrial complex”). Today about 6 percent of
state prisoners, 16 percent of federal prisoners, and by some estimates half
of all Immigration and Naturalization Service detainees are held in pri-
vately owned, for-profit prisons. The prison system mobilizes more than
one million prisoners to work for wages of less than dollars a day, often for
large private corporations. (Dell, Starbucks, Macy’s, Boeing, Victoria’s Se-
cret, JC Penney, and the U.S. Army are among those who reportedly have
used the products of prison labor, either directly or through suppliers.)
A private system of so-called alternatives to incarceration, including pri-
vate halfway houses, probation supervision agencies, electronic monitoring
systems, and “rehabilitation” services has also arisen. The justice system
employs over 1.5 million workers, including almost 800,000 police, almost
500,000 corrections officers, and several hundred thousand judges and
court employees. Police unions resist subordination to social demands such

: « : ”» s e . ) : :
as ending “stop and frisk” policies; prison guards’ unions resist programs
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to release prisoners early; and, in some cases, contracts between for-profit
prisons and governments require the state to fill a quota of cell spaces.”

There is a real disconnect between the increase in the rigor of law en-
forcement, including increases in the number of police, instituting innova-
tive policing techniques, and putting more people in prison, and the fall in
the crime rate. Superficially, it might seem obvious: if you are in jail, you
can’t commit a crime. The conclusion: being tough on crime reduced the
crime rate. But obvious though this conclusion might seem, it is incorrect.

Most studies have concluded that the increased intensity of law en-
forcement accounts at most for a part of the reduction in crime before
the mid-1990s and none of the drop in crime in the twenty years since.
A 2015 report from the Brennan Center for Justice at New York Univer-
sity School of Law, for instance, concluded that when other variables are
controlled, increasing incarceration had a minimal effect on reducing both
property crime and violent crime, during and since the 1990s. Another
study concluded, “We delved deep into over 30 years of data collected from
all 50 states and the 50 largest cities. The results are sharply etched: We do
not know with precision what caused the crime decline, but the growth in
incarceration played only a minor role, and now has a negligible impact.”
Incarceration, the study continued, may have been responsible for approxi-
mately 5 percent of the drop in crime in the 1990s. “Since then, however,
increases in incarceration have had essentially zero effect on crime” [em-
phasis in original].**

Whatever the conscious motives, and however much we may appreci-
ate the role of the justice system in combating crime, it is hard not to see
the police and the courts as a system of direct control of the black popu-
lation and, more broadly, of poor people. Today almost half of all black
men under the age of twenty-three have been arrested at least once, and,
at present rates of incarceration, one-third of all black men can expect to
be imprisoned at some point during their lives. Fully one-quarter of black
children will see a parent imprisoned by the time they reach fourteen.

Although a wide body of research supports a causal relationship be-
tween urban economic decline and individual economic distress and
crime, the racial patterns are not explainable by differences in the rate at
which blacks and whites actually commit crimes. For example, although
actual rates of overall drug use and sales are not substantially higher for

blacks than for whites, blacks are arrested for drug offenses at a three to
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four times higher rate. Young black men are more likely than whites to be
stopped on the street, and, if arrested, they are more likely to be held in jail
pending trial, more likely to be offered plea bargains that include jail time
rather than community service or probation, and more likely to be con-
victed. If convicted, they are given sentences on average 19 percent longer
than whites for possession of drugs, 13 percent longer for convictions on
charges of robbery, 22 percent longer for burglary, and 14 percent longer
for aggravated assault. In the end, black men are imprisoned at more than
five times the rate of white men.®

Regardless of race or ethnicity, it is the less educated and less stably em-
ployed who are most likely to be caught up in the prison net. High school
dropouts, black and white alike, are five times more likely to be incarcer-
ated than those with a high school degree.*

If race and poverty lead to higher incarceration, incarceration contrib-
utes to maintaining poverty and to maintaining the link between poverty
and race. By one estimate, the high rates of incarceration increase the
national poverty rate by 10 to 20 percent. A family in which the father is
imprisoned suffers on average a 22 percent drop in income, higher rates
of housing insecurity (including child homelessness), and higher rates
of dependency on public assistance. Imprisonment of a family mem-
ber disrupts family relationships, and, even after release from prison,
ex-inmates have greater difficulty forming stable marriages or relation-
ships. Children separated from one of their parents show higher rates
of aggression and delinquency and lower school achievement, which in
turn locks them into poverty. Poor communities, too, are damaged. High
rates of imprisonment disrupt social networks and destroy community
cohesion and solidarity—the “social capital” that helps people get out of
poverty.*’

Once a juvenile prisoner is released, he or she is much less likely to
finish high school. Once an adult prisoner is released, he or she faces
much greater difficulty in gaining stable employment and lower wages if
a job is obtained. He or she may be excluded from publically subsidized
low-income housing or from eligibility for federal aid for higher educa-
tion. The ability of poor and black communities to use the political process
to get government to address their needs is also undercut by state laws
barring those with felony convictions from voting, even after their release

from prison. In 2012, almost six million men and women who had served
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their time were disenfranchised, including no less than 8 percent of poten-
tial African American voters.*

It is poor people and people of color who bear the biggest burden of vio-
lent crime and community disorder. That is one more way in which they
are the victims of society’s abandonment of efforts to end poverty and racial
discrimination. They, too, are concerned about safety in their communi-
ties. In one survey of over a thousand residents of a poor neighborhood in
the Bronx, more than two-thirds of the respondents reported having been
stopped by the police over the previous year, over a third reported being
asked to move by the police when they were standing right outside their
own building, and over half said that police abused their power. Neverthe-
less, asked whether being stopped by police is “the price we have to pay
for a safer neighborhood,” one-third said “yes” and another quarter were
“in the middle”; only 43 percent unequivocally said “no.” In a Milwau-
kee survey, again despite awareness of inequitable treatment, 63 percent of
black residents surveyed reported that overall they were “very satisfied” or
“somewhat satisfied” with the police department; only 15 percent replied
that they were “not at all satisfied.”

But the fact that poor and black neighborhoods have higher crime rates
than richer and whiter neighborhoods and, like white neighborhoods,
need police protection is not a defense of unequal treatment at the hands of
the law. In another poll, 70 percent of blacks (compared to only 17 percent
of whites) considered that police targeting of blacks was a serious problem,
and more than 60 percent of blacks, compared to 25 percent of whites,
did not feel that the courts give everybody a fair trial. In a Gallup survey,
50 percent of blacks blamed the higher black male incarceration rate on
discrimination, compared to only 19 percent of non-Latino whites.*

In any case, reforms in police tactics, court procedures, and sentencing
guidelines, today increasingly supported by Democrats and Republicans
alike, are long overdue. But reforms limited to the criminal justice sys-
tem alone are not enough. As the Black Lives Matter movement that has
emerged in response to repeated instances of police killings of black men
has pointed out, police harassment and excessive use of force are just the
tips of the iceberg. To quote their website, “When we say Black Lives Mat-
ter, we are broadening the conversation around state violence to include

all of the ways in which Black people are intentionally left powerless at the
hands of the state” [emphasis added]."
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Unless the social control functions of policing are distinguished from
the control of serious crime, and unless the underlying causes of the dis-
proportionately high crime rates found in many poor communities are
addressed, the boundaries between legitimate law enforcement and main-
tenance of public order and a program of social control through terroriza-
tion of a community will remain hard to maintain and the excesses of the

latter will be impossible to overcome.

On Fighting Poverty and Racism

The bottom line is simple: poverty and segregation will not disappear
by themselves. Conservatives such as Paul Ryan may fantasize that “the
best anti-poverty program is economic growth,” but growth has consis-
tently failed to budge the poverty rate for forty years. Pro—Wall Street
liberals such as New York’s Andrew Cuomo may proclaim that improv-
ing the schools attended by poor children and children of color is “the
civil rights issue of our time,” but the increase in the inequities in fund-
ing between rich and poor school districts—a major example of structural
racism—during his administration as governor make his words a mock-
ery. Supreme Court chief justice John Roberts may opine that “the way
to stop discrimination on the basis of race, is to stop discriminating on the
basis of race,” but gutting the Voting Rights Act, gutting affirmative ac-
tion, limiting discrimination claims in employment cases, and relying on
the justice system to preserve order tells us that he has no intention of con-
fronting discrimination.

There is no real mystery about how to fight poverty and discrimina-
tion. What's required is to systematically and coherently address their
sources. Ending poverty and discrimination requires concerted action to
produce jobs, raise minimum wages, provide income security when a job
is lost, and enable parents of small children to work by providing paid
parental leave and paid sick leave and day care. Ending poverty and dis-
crimination requires funding schools equitably and adequately, providing
universal low-cost health insurance, making affordable housing available
(and not just in already poor communities), strengthening and fully en-

forcing antidiscrimination laws, ending discriminatory and overly harsh
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practices in the criminal justice system, and reforming an electoral system
that raises barriers to voting and gerrymanders away equal representation.
And, lifting a page from the Great Society playbook, ending poverty and
discrimination requires re-empowering poor and working people by re-
moving obstacles to unionization, supporting community organization,
and removing the power of big money from elections.

These programs, of course, require resources, but the costs would be
largely if not entirely offset by the stimulation of the economy and the in-
creases in productivity they would produce. Most of them would directly
and substantially benefit Americans at all income levels and of all races.

Butin the end, there is no way around it: “poverty” means lack of money.
It is impossible to reduce poverty without a redistribution of wealth. The
funds for programs to reduce poverty can’t come from the middle class.
The middle class doesn’t have them. The great majority of middle-class
Americans themselves struggle to keep their families above the poverty or
near-poverty level. In practical terms, ending poverty means transferring
wealth from the wealthy.

The cost on top of what we are already spending on programs to assist
poor people is not that great. I am certainly not suggesting that poverty
should be ended by literally transferring cash to the poor, but as a purely
heuristic demonstration, $175 billion, distributed to the forty-five mil-
lion Americans who were below the poverty line in 2012, would have
raised every single one of them above the official poverty line. That
is barely one percent of the country’s GDP, less than one-fifth of the
$925 billion we spend on our military budget, and less than half the an-
nual income of the richest 1 percent of Americans. And if we took that
amount of money entirely from the richest 1 percent, it would still leave
the latter with an average of more than $350,000 a year to live on. Two or
three times that amount—hardly excessive, given the vast monies accu-
mulated by the wealthy over the last four decades—would not only pull
everyone now below the poverty line well above it, but would rescue a
good part of the lower middle class from the chronic insecurity of recent
decades.*

Conservatives rail against “redistributionist” schemes but have silently
cheered while we redistributed wealth from the poor and working class

to the rich. Conservatives denounce proposals to redistribute income
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downward as “class warfare” but have celebrated the class warfare waged
by the rich against everyone else for forty years. Conservatives say that
the war on poverty failed to end poverty, but they have also insisted that
Americans, working collectively through government, not even try to do
that. Poor people and people of color have paid a heavy price for the tri-
umph of Third Wave Capitalism.



TuHE CRrisis oF THE LLIBERAL AND
CREATIVE PROFESSIONS

The greatest victims of Third Wave Capitalism have been the poor and
people of color, but the upper parts of the American middle class have
also come under pressure. The modern professions were called into
existence by the needs of Corporate Capitalism. Professionals played
a key mediating role between the needs of corporations, on the one
hand, and the workers and consumers on the other. For years they
functioned with a relatively high degree of autonomy, as solo practi-
tioners, in small nonprofit agencies, and even within large corporate
enterprises. Their roles sometimes brought them into conflict with
their employers, however, and by the late 1960s, students (profession-
als in training) and young professionals were often resisting the cor-
porate system itself. During that turbulent decade, they joined black
Americans as the drivers of progressive social change far more than

This chapter is adapted from Barbara Ehrenreich and John Ehrenreich, “Death of a Yuppie
Dream: The Rise and Fall of the Professional-Managerial Class,” published and © by the
Rosa Luxemburg Stiftung—New York Office, 2013, http://www.rosalux-nyc.org.
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did the working class that had propelled New Deal reforms. Third
Wave Capitalism, however, brought the professionals to heel. The so-
cial movements of earlier years were defeated, and the combination of
new technologies, outsourcing, corporate reorganization, and decline
in commitment to public spending have made professionals’ experi-

ence much like that of other parts of the American working classes.

Every would-be populist in American politics wants to defend the
middle class, although there is no agreement on what it is. In the last few
years, “middle class” has variously been defined as everybody, as everybody
minus the 15 percent living below the federal poverty level, as everybody
minus the very richest Americans, or as a sort of default group—what you
are left with after you subtract the very rich and the very poor. Mitt Rom-
ney famously excluded “those in the low end” but included himself (2010
income $21.6 million) along with “80 to 90 percent” of Americans. Presi-
dent Obama’s 2012 effort to extend the Bush-era “middle-class tax cuts” ex-
cluded only families earning over $250,000 a year (the top 2 percent), while
Occupy Wall Street excluded only the richest 1 percent. The Department
of Commerce has given up on income-based definitions, announcing in a
2010 report that “middle class families” are defined “by their aspirations
more than their income. . . . Middle class families aspire to home own-
ership, a car, college education for their children, health and retirement
security and occasional family vacations”—which excludes almost no one.!

Though using the term “middle class” is common, even the slightest
implication that the word “class” has any meaning separately from “mid-
dle” or to the possibly different interests of different occupational and in-
come groups is likely to draw charges of “class warfare.” Insisted former
Pennsylvania senator and presidential hopeful Rick Santorum, “middle
class” is a term “that I don’t think we should be using as Republicans. . . .
There are no classes in America.”

Short of that, everyone intuitively recognizes various distinctions even
within the vague “middle class” of political discourse (working class, lower
middle class, upper middle class), but we have no consensus about how
to talk about them. Is it useful to distinguish by occupational category,
separating industrial workers (“old working class”) from clerical and re-
tail sales workers (“new working class”) and small business owners and
self-employed professionals (“old middle class”) from salaried profession-

als (“new middle class”), for example? Or is income the key? Or should
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we slice up the U.S. population using some index of socioeconomic status,
involving income, occupation, education, and perhaps other criteria? And
is class purely an economic category, or does status, power, or even ethnic-
ity enter into it??

Regardless of nomenclature, one group that has been particularly inter-
esting to many social theorists in recent decades includes service profession-
als (e.g., doctors, lawyers, teachers and professors), creative professionals
(e.g., writers, journalists, artists, and entertainers), technical professionals
(e.g., electrical and civil engineers, software engineers, and accountants),

and mid-level and upper-level managers.

Corporate Capitalism and the Rise of the
Professional-Managerial Class

There was little need for large numbers of professionals in the Industrial
Capitalism of the nineteenth century. In the simplest case, the owner raised
the funds to finance the enterprise and directed the production process
(and in many early cases had himself contributed to the design and devel-
opment of the machinery of production). He was simultaneously financer,
owner, chief engineer, and chief manager.

By the time Corporate Capitalism began to emerge at the end of the
nineteenth century, this do-it-yourself business model was becoming in-
creasingly obsolete. The growing size of capitalist enterprises required
more capital than an individual could supply, more varied and complex
technology than a single person could master, more complex management
than one or a few owners could provide, more stability in labor relations
than police and hired thugs could offer, and ultimately more stability in
markets than chance alone would provide. But it was also increasingly pos-
sible to meet these needs, because the new centralization and concentration
of markets meant that business owners could afford to hire “experts” to
do the work of management, long-term planning, and rationalizing the
production process.

By the early twentieth century, American capitalism had also come to
depend on the development of a national consumer goods market. Items
like clothing, which had previously been produced at home, were re-
placed by the uniform products of mass production. The management of

consumption came to be as important as the management of production.
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Creating a culture of consumption required the efforts of legions of trained
people in addition to engineers and managers: teachers, professors, jour-
nalists, entertainers, social workers, doctors, lawyers, “ad men,” “domes-
tic scientists,” and “experts” in child-rearing, marriage, and practically all
other aspects of daily life.!

Professional and managerial employment grew rapidly. In the infancy
of the Corporate Capitalist era, from 1870 to 1920, the number of people in
professional and managerial jobs grew more than tenfold to about 1 per-
cent of total employment. In the years that followed, that growth acceler-
ated dramatically. Although a variety of practical and theoretical obstacles
prevent making any precise analysis, by 1972, about one-quarter of all
American jobs were in professional and managerial occupations.’

The relationship between emerging professionals and managers on the
one hand and the traditional working class on the other was riven with
tensions from the start. It was the occupational role of managers, engi-
neers, and many other professionals to manage and regulate and control
the life of the working class. They designed the division of labor and the
machines that controlled workers’ minute-by-minute existence on the fac-
tory floor, manipulated their desire for commodities and their opinions,
socialized their children, and even mediated their relationship with their
own bodies. As experienced day-to-day, contacts between teacher and
student, manager and worker, doctor and patient, and social worker and
client featured a complex mixture of deference and hostility on the part
of working-class people, paternalism and contempt on the part of the
professional-managerial class. At the same time, the role of professionals
and managers as “rationalizers” of society often placed them in direct con-
flict with the capitalist class. Like the workers, the professionals and man-
agers were themselves employees and subordinate to the owners, but since
what was truly rational in the productive process was not always identical
to what was most immediately profitable, they often sought autonomy and
freedom from their own bosses. It was just these potential antagonisms
and links that led Barbara Ehrenreich and me to argue that professionals
and managers formed a distinct “professional-managerial class,” situated
between labor and capital .’

Some, such as economist and social scientist Thorstein Veblen and
Edward A. Ross, a Progressive ideologue who is often considered the

founder of American sociology, proposed that professionals and managers
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were the only group capable of impartial leadership of society, based on
science rather than on any narrow class interest. In 1907, for instance,
Ross argued, “Social defense is coming to be a matter for the expert. The
rearing of dikes against faithlessness and fraud calls for intelligent so-
cial engineering. If in this strait the public does not speedily become far
shrewder . . . there is nothing for it but to turn over the defense of society
to professionals.”

In their own defense, but with considerable encouragement from the
capitalist class, the professionals and managers organized themselves, cre-
ating in the process the modern conception of a “profession.” The Carnegie
Foundation, based on steel money, funded the reports that launched the
medical, legal, and engineering professions in the early twentieth century.
Railroad, Wall Street, and oil money underwrote the development of the
social work profession. State licensing boards defined the new professions
and limited practitioners to those who professed to uphold a set of ethi-
cal standards and could demonstrate that they had mastered a specialized
body of knowledge, accessible only through lengthy training.

The claim to specialized knowledge as the basis for claiming profes-
sional status now seems obvious and necessary, but at the time the emerging
professions had little such knowledge to call their own. Even today it is not
clear why an accountant or engineer is required to take liberal arts courses
as part of his or her education, or why a pre-law student needs to master
trigonometry. Advertised as “reforms,” such requirements served largely
to limit access to the professions and to justify a broad claim to autonomy
from outside interference in the practice of the profession—particularly
from business interests.”

By mid-twentieth century, professional and managerial jobs were pro-
liferating. Corporations, with their legions of managers, had come to dom-
inate the economy; public education was expanding; the modern university
had come into being; national, state, and local governments were growing
in size and role; charitable and social service agencies emerged; hospitals
began to take on their modern form; newspaper circulation soared; tradi-
tional forms of recreation gave way to the popular culture and entertain-
ment industries (including sports)}—and all of these developments created
jobs for highly educated managers, engineers, and other professionals, in-
cluding journalists, social workers, professors, doctors, lawyers, artists, and

writers.
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The Professional-Managerial Class at Its Peak

Although a handful of managers and engineers preserved some indepen-
dence as “consultants,” the overwhelming majority were fully integrated
into corporate operations right from the start. Completely dependent on
the corporation, they increasingly identified with the goals of their em-
ployers. Many of those in the service professions managed to retain a mea-
sure of autonomy, however, and with it the possibility of opposition to
business domination.

Most doctors, many nurses, and the majority of lawyers worked in inde-
pendent, private, often solo practices. In the case of doctors, as late as 1940
there was still little medical technology in use and no significant economies
of scale were possible. Even much professional nursing could be done out-
side the hospital by nurses who were self-employed or who worked for
small, local agencies. Some lawyers did work directly for corporations or
in large law firms serving corporations, but the majority remained in local,
solo practices serving nearby small businesses and individuals and using
little technology.

Other service professionals, such as teachers, professors, and social
workers, were employed in the nonprofit or governmental sectors where
there was little incentive for corporations to intrude. Universities, for ex-
ample, were still relatively small and elite. In 192930, only about 7 percent
of the “college-aged” population was enrolled in colleges and universities
nationwide; the numbers did not pass 15 percent until the early 1950s.’
Many universities could trace their origins to churches and other nonprofit
groups and remained in the nonprofit sector. Others, the land-grant uni-
versities, were in the public sector. Educational work was highly labor
intensive, and there was no obvious way to automate or streamline the
student-teacher interaction and make universities a profitable undertak-
ing. Social service agencies, which employed a third of a million or so social
workers and therapists, were even less tempting to entrepreneurs and cor-
porations because their services, which were mainly directed at the poor,
offered no opportunity for profits. So the social workers were pretty much
left to run their own agencies.

The most historically fractious group among the professionals—those
in the “creative” professions, including journalists and editors, artists,
musicians and architects—also retained considerable autonomy well
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into the late twentieth century. Although many of these were employed
by for-profit corporations (such as newspapers, book publishers, movie
studios, ad agencies), a substantial and very visible minority remained
self-employed. And insofar as fulfilling their occupational roles required
a degree of autonomy, even top corporate management often recognized
and tolerated their eccentricities, at least to an extent.

In the 1960s, for the first time since the Progressive Era, a segment of
the professional-managerial class—more those in the service and creative
professions than the managers and engineers—had the self-confidence to
take on a critical, even oppositional, political role. Jobs and grants were
plentiful, a college education did not yet lead to a lifetime of debt, and
materialism was briefly out of style. College students—professionals and
managers in training—quickly moved from supporting the civil rights
movement in the South and opposing the war in Vietnam to confront-
ing the raw fact of corporate power throughout American society, from
the pro-war inclinations of the weapons industry to the governance of the
university. The revolt soon spread beyond students. By the end of the six-
ties, almost all of the liberal professions had so-called “radical caucuses”
demanding that access to the professions be opened up to those tradition-
ally excluded (such as women and minorities) and that the service ethic
the professions claimed to uphold be actually applied in practice. The
“second-wave” feminism of the late sixties and early seventies, too, was
largely rooted in the professional-managerial class, and the first Earth Day,
staged in 1970, opened yet another front in the attack on corporate domi-

nation and priorities.'’

The Professional-Managerial Class Meets Third Wave Capitalism

As Third Wave Capitalism began to emerge in the 1970s, corporate lead-
ers and those immediately beholden to them decisively reasserted their
own interests and began to raise the alarm: College students, young pro-
fessionals in all fields, and urban blacks and other people of color, inspired
by third world nationalist movements, were talking openly about revolu-
tion. The traditional working class was engaged in the most intense wave
of strikes and work actions since the 1940s. Profit rates were falling and

foreign competition rising in key industries like auto and steel. Business
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leaders who could see beyond the confines of their own enterprises de-
clared that capitalism itself—or, in perhaps more attractive terms, “free
enterprise”—was under attack.

The ensuing capitalist offensive was geographically widespread and
thorough. Thatcher in the United Kingdom, Pinochet in Chile, and Rea-
gan in the United States all upheld the ideal of unfettered and expanded
free enterprise. They pushed for reductions in welfare, deregulation of
business, privatization, free trade, and the elimination of unions. Within
the United States, elite organizations like the Business Roundtable sprang
up to promote pro-business policies, assisted by the efforts of a growing
number of foundations and think tanks to provide an intellectual under-
girding for free market ideology.

At the level of the individual corporation, the new management strat-
egy was to raise profits by reducing labor costs by moving manufacturing
offshore where labor was cheaper or, more directly, by using automation
to eliminate the need for employees altogether. Those workers who re-
mained employed in the United States faced a series of initiatives designed
to discipline and control them ever more tightly: intensified supervision
in the workplace, drug tests to eliminate slackers, and increasingly deter-
mined efforts to prevent unionization. Cuts in the social safety net also had
a disciplining function, making it harder for workers to imagine surviving
job loss.

Most of these measures also had an effect, directly or indirectly, on el-
ements of the professional-managerial class. Government spending cuts
hurt the job prospects of social workers, teachers, and others in the help-
ing professions. The decimation of the U.S.-based industrial working class
reduced the need for mid-level professional managers, who found them-
selves increasingly targeted for downsizing. Technological innovation un-
dercut demand for industrial, mechanical, and electrical engineers while
stimulating employment of computer specialists.

But there was a special animus against the troublemaking “liberal” pro-
tessions. (I will use this term broadly to include both service professions
such as medicine, law, teaching, and social work, and creative professions
such as art, writing, and architecture.) The awakening capitalist class had
begun to nurture its own intelligentsia, based in the new think tanks and
the proliferating right-wing media, and it was they who promoted the os-
tensibly populistidea of a “liberal elite”—what a 2004 conservative Club for



The Crisis of the Liberal and Creative Professions 147

Growth ad called the “tax-hiking, government-expanding, latte-drinking,
sushi-eating, Volvo-driving, New-York-Times-reading, body-piercing,
Hollywood-loving, left-wing freak show.”"! Crushing this liberal elite—Dby
“defunding the Left,” by attacking liberal-leaning nonprofit organizations
such as National Public Radio, and by demonizing the very word “lib-
eral”—became a major conservative project.

Of course, not all of the forces undermining the liberal professions from
the 1970s on can be traced to conscious conservative policies. Technologi-
cal changes combined with ruthless corporate profit-taking to create an
increasingly challenging environment for the liberal professions, including
the creative ones.

In medicine, new technologies such as MRI, which were too expen-
sive for solo practitioners, and the need to bargain more effectively with
insurance companies over reimbursement rates, pulled physicians into
ever-growing dependence on hospitals. By 2010, more than half of practic-
ing U.S. physicians were directly employed by hospitals or by integrated
delivery systems, compared to the 24 percent of doctors who were sala-
ried employees in 1983. Many others worked for group practices that were
themselves often owned or controlled by hospitals (see chapter 2)."2

The transformation of the legal profession resulted from a great expan-
sion in the demand for legal services, driven by the expansion in the number
of government regulations, the rapid growth of the legal-services-hungry
financial sector, the emergence of new practice areas such as environmen-
tal law, intellectual property law, pension and benefits law, and health law,
and shifts in legal practices making it easier to use the legal system (for
example, reductions in obstacles to class action litigation). Rapid expan-
sion and the growth in the number of lawyers led to increased competition
for legal business, which in turn led to mergers and consolidation of law
firms. The number of lawyers working in corporate-like settings soared.
Around 1960, there were fewer than forty law firms employing as many
as fifty or more lawyers. Today there are many hundreds, twenty-one of
which employ more than one thousand lawyers each. Currently 42 percent
of all practicing lawyers work in one of the biggest 250 firms or in other
institutional settings (corporations, government, or the nonprofit sector).”

The sheer size of high-tech hospitals and mega law firms seemed to
require increasingly bureaucratic forms of organization. Hospitals hired

professional managers to take a role once played by doctors. Law firms
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came under the sway of senior partners specializing in management. Simi-
larly, universities, which had been undergoing a parallel growth spurt
since the 1960s, began to depend on the managerial leadership of business
school graduates rather than old professors. The pressure in all of these
institutions—profit-making and nonprofit—is to cut costs and drive up
revenues, whether these came from the number of procedures performed,
the number of billable hours, or class size. As a result, the work experience
of the liberal professions has been coming to resemble that of engineers,
managers, and others in the business service professions—more like a cog
in a machine and less like an autonomous practitioner.

For the plight of journalists, writers, art directors, and editors, the
Internet is often blamed, but the transformation of journalism and pub-
lishing long preceded the Internet. Years before the Internet was a factor,
a wave of corporate consolidation and aggressive profit-seeking swept
through the publishing industry. A Federal Communications Commis-
sion report noted, “Editors at papers across the country became increas-
ingly frustrated that editorial decisions were being made not in order to
keep the papers afloat, but to propel profit levels ever higher.” Journal-
ism jobs began to disappear, as corporations, responding in part to Wall
Street investors, tried to squeeze higher profit margins out of newspa-
pers and TV news programs. By 1980, the number of daily newspapers
began dropping precipitously." Mergers simultaneously transformed the
book publishing industry, as new corporate managers, whether from
Bertelsmann or Viacom or the News Corporation, pressed for higher
rates of return, meaning blockbusters rather than works of literature or
scholarship.

A new, even more potent challenge arrived with the millennium—the
Internet. Craigslist, eBay, and other Internet services took much of the
classified ad business away from newspapers. Many papers tried to com-
pensate for declining revenues by diversifying into non-journalistic areas.
The Washington Post, for example, bought a for-profit university (Kaplan),
radio stations, a cable television station, and the online magazine Slaze.
The New York Times took over the International Herald Tribune, the Boston
Globe, fifteen other daily newspapers, and more than fifty websites, and is
now a minority stakeholder in the Boston Red Sox. But for many papers it
was too late. Even profitable papers, such as the Philadelphia Inquirer and

the Minneapolis Star Tribune, faced with a massive burden of debt, were
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forced into bankruptcy. Faced with these pressures, more than 25 percent
of newsroom staff alone have been laid off since 2001.

The book publishing industry too was transformed by mergers, long
before it was hit by Amazon and e-books. Historically, publishing was
characterized by many small publishers. Competition for market share
focused more on taste (who the publishing house’s authors were) than on
reducing costs and finding other efficiencies. Beginning in the sixties, a
series of mergers increased the size of the major players. Knopf, Pantheon,
and Doubleday, among others, were gobbled up by Random House, which
then itself was bought by RCA and later sold to the German publishing
company Bertelsmann. Simon and Schuster (and for a while, Prentice Hall
and Macmillan) were bought by Gulf and Western and later sold to CBS.
Rupert Murdoch’s News Corp swallowed Harper Collins. At the other
end of the publishing business, bookselling was also transformed by con-
solidation. Big chains such as Barnes and Noble, B. Dalton, and Borders
drove many small bookstores out of business. Then along came Amazon,
gobbling an increasing share of the market, a share increased further by
the subsequent arrival of e-books. By 2004, 80 percent of the retail book
market was in the hands of eight big chains plus Amazon."

Along with consolidation came a change in management. The old
author-oriented publishers, dominated by editors such as Max Perkins
(Scribners), Bennett Cerf (Random House), and Alfred Knopf (Alfred A.
Knopf, Inc.) were no more. The new corporate managers, whether finding
their home at Bertelsmann or Viacom or News Corp., wanted a higher
rate of return. Pressures on profits from the enlarged retailers increased
the need to cut costs and increase efficiency. Cutbacks in advances to au-
thors, and outsourcing of editing, proofreading, graphic design, and for
textbooks, even parts of content creation, have increased the pressures on
writers and editors alike.

With minor variations, the same story could be told of much of the
media, including magazine publishing, academic publishing, television,
and radio. Corporations that had in earlier days remained somewhat
aloof from the more rapacious behavior characteristic of other sectors of
the economy merged and grew. Staff writers, editors, photographers, an-
nouncers, and the like faced massive layoffs, increased workloads, salary
cuts, and a loss of their sense that publishing was a different kind of indus-

try, one concerned with its product as much as with revenues. From the
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perspective of freelance writers and artists, this has meant a constriction of
opportunities. While the Internet itself provides a growing set of outlets for
writers, it has yet to develop a financial model that provides compensation.

Then, in the last fifteen years, professionals and managers of all sorts
began to suffer the fate of the industrial working class in the 1980s: re-
placement by cheap foreign labor. Earlier, business analysts had prom-
ised a new global division of labor in which low income countries would
provide the “hands” for manufacturing while the United States and other
wealthy countries would continue to provide the “brains.” So it came as a
shock to many when, in the first years of the new millennium, businesses
began to avail themselves of new high-speed communications technologies
to outsource professional and technical functions. Hospitals sent a growing
variety of tasks abroad, including reading X-rays, MRI scans, and echo-
cardiograms, analyzing pathology specimens, monitoring ICU patients,
operating nurse call centers, performing orthopedic procedures such as
preparing digital prosthetic templates, and keeping and manipulating
medical records. Law firms outsourced legal transcription, document re-
view, review of litigation emails, legal research, contract-related services,
and legal publishing services. The publishing industry sent out editing,
proofreading, graphic design, and, for textbooks, even parts of content cre-
ation. For engineers and computer professionals, it was product design,
development of phone apps and mobile phone chips, systems program-
ming, and network design. Even the business professionals and managers
were hit by outsourcing of activities such as processing mortgage applica-
tions and preparing corporate financial analyses and industry reports.'t

By the time of the financial meltdown and deep recession of the
post-2008 period, the pain inflicted by conservative policies, both public
and corporate, extended well beyond the industrial working class and
into core segments of the old professional-managerial class. Unemployed
and underemployed professional workers—from information tech-
nology workers and electrical engineers to journalists, academics, and
lawyers—became a regular feature of the social landscape. Young people
did not lose faith in the value of an education, but they learned quickly that
it makes more sense to study finance rather than physics or “communica-
tions” rather than literature. The old professional-managerial class dream
of a society rule by impartial experts gave way to the reality of inescapable

corporate domination.
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But the professional-managerial class was not only a victim of more
powerful groups. It had also fallen into a trap of its own making. Acquir-
ing the credentials demanded for professional employment, which re-
quired a prolonged, expensive, and specialized education, had always been
a challenge to professional-managerial-class families—as well, of course,
as an insuperable barrier to the working class. If the children of the
professional-managerial class were to achieve the same class status as their
parents, they had to be accustomed to obedience in the classroom and long
hours of study yet able to function with a great deal of autonomy. They
had to be disciplined students while remaining capable of critical and cre-
ative thinking. Thus the reproduction of the class required a considerable
parental (usually maternal) investment—encouraging good study habits,
helping with homework, arranging tutoring (and SAT preparation), and
stimulating curiosity about academically approved subjects—and this
aroused a considerable amount of parental anxiety (see chapter 6).

Up until the sixties, at least, the professional-managerial class was gen-
erally successful in reproducing itself. Access to college was growing, tu-
itions were still relatively low. But then the cost of college skyrocketed. To
take one example, in-state tuition at the publically funded University of
California, Berkeley, rose from about $320 a year back in 1970 to $12,240
a year today, a rate of increase almost seven times greater than in the cost
of living. Since 1970, college tuition at four-year institutions has increased
three times faster than consumer prices in general, far more rapidly than
middle-class salaries.!” Part of the rise, especially in the larger universities,
is directly attributable to the corporatization of the university—the prolif-
eration of multiple layers of administration, the growth of real estate hold-
ings, and aggressive efforts to court star professors, superstar coaches, and
paying students. As tuition rose, parents from the professional-managerial
class often found themselves too rich for their children to qualify for
needs-based scholarships but too poor to pay for their children’s education
themselves.

The solution, of course, was to have the students themselves rely on
loans, backed by the federal government. Today the average undergradu-
ate student graduates with some $29,000 in outstanding debts and little
likelihood of finding a good job. By 2014, aggregate student loan debt was
considerably greater than either aggregate car loan debt or aggregate credit

card debt. Graduate students are even worse off. For example, the median
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tuition at private law schools rose from $7,385 in 1985 to over $42,570 in
2013-14. The average debt of recent graduates is over $84,000 for students
attending public law schools, $122,000 for those attending private law
schools, although only barely over half of recent law school graduates are
actually finding stable, full-time jobs requiring passing the bar exam.
Higher degrees and licenses are no longer a guarantee of professional-
managerial class status. Hence the iconic figure of the Occupy Wall Street
movement: the college graduate with tens of thousands of dollars in stu-

dent loan debts and a job paying about ten dollars an hour or no job at all."®

The Legacy of the Professional-Managerial Class

College-educated workers continue to thrive as a demographic category.
But a demographic category is not a class with coherent interests. Decades
ago, the college-educated population and the professional-managerial
class were almost coextensive. But now a college education has become
the new norm, with employers in a growing number of occupations favor-
ing degree-holders not so much because of any specialized knowledge or
skills they possess, but because they have demonstrated the discipline to get
through college.

Whatever its apparent potential in 1920 or 1968 to act independently,
the professional-managerial class has not managed to hold its own as a
class. At its wealthier end, skilled professionals continue to jump ship for
more lucrative posts in direct service to capital. Scientists give up their
research to become “quants” (quantitative analysts) on Wall Street. Phy-
sicians can double their incomes by finding work as investment analysts
for the finance industry or by setting up “concierge” practices serving the
wealthy. At the less fortunate end of the spectrum, journalists and PhDs
in sociology or literature spiral down into the retail workforce. The center
has not held.

The professional-managerial class’s old dream of a society led by
public-spirited professionals and ruled by reason is no more. The move-
ments for social justice it engendered have collapsed. The professional-
managerial class has also managed to discredit itself as an advocate for the

common good. Consider our gleaming towers of medical research and
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high-technology care, all too often abutting urban neighborhoods charac-
terized by extreme poverty and shortened life spans.

Should we mourn the fate of the professional-managerial class or re-
joice that there is one less smug, self-styled elite to stand in the way of a
more egalitarian future? A case can be made for both responses. Profes-
sionals and managers played a significant role in the disempowering of
the old working class. They have offered little resistance to the Right’s
campaign against any measure that might ease the lives of the poor and the
working class. Some, in fact, supplied the intellectual firepower for that
campaign. On the other hand, service and creative professionals, if not the
managers and engineers, have also at times been a liberal force, defending
the values of scholarship and service in the face of the relentless corpo-
rate pursuit of profit and the all-encompassing imperatives of rent-seeking
which have characterized recent years. In this respect, their role in the last
century bears some analogy to the role of monasteries in Europe in late
antiquity, which kept literacy and at least some form of inquiry alive while
the barbarians raged outside.

Who will uphold those values today? And is there any way to salvage
the dream of reason—or at least the idea of a society in which reasonable-
ness can occasionally prevail—from the accretion of elitism it acquired

from the professional-managerial class?



ANXIETY AND RAGE:
THE AGE oF DISCONTENT

| have chronicled the impact of Third Wave Capitalism on the U.S.
economy, government, the health-care and school systems, social
problems such as the persistence of poverty and racial disparities, and
on the roles and autonomy of the professions. The transition to the
Third Wave has been felt in everyday life as well.

Stagnant wages, a deteriorating social safety net, jobs shipped
overseas or lost to automation, the growing use of temporary and
contract workers, and the appropriation by the wealthy of a dispro-
portionate share of the national wealth have produced chronic finan-
cial and job insecurity. Declining responsiveness of government to
the needs of all but the wealthy and the collapse of unions and other
countervailing forces that once provided a voice for ordinary people at
work and in the halls of government have created a growing sense of
disempowerment. Americans’ historic belief in social and governmen-
tal solutions to societal problems has given way to individualism and

an ethos of “every man for himself and the devil take the hindmost.”
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Traditional communities and relationships have been torn apart by the
never-ending corporate search for new aspects of everyday life that can
be monetized. The impact of these changes is felt in popular culture,
in patterns of personality, in interpersonal relations, in our inner emo-

tional experience, and in our political beliefs.

The Age of Anxiety

America is in a gloomy, anxious, and dyspeptic mood. A recent Wall
Street Journal/NBC News poll reported that almost 70 percent of Ameri-
cans polled believe that the United States is “headed in the wrong direc-
troubled,”

»

tion,” with respondents endorsing words such as “divided,
“deteriorating,” and “broken” to describe the country today. Other polls
report that our lack of confidence in government is rivaled only by our lack
of confidence in business and that 70 percent either hate or are disengaged
from their jobs.!

What's going on here? Is our grumpy mood a response to specific cur-
rent problems, such as economic stagnation and political gridlock? Or does
the national malaise have a deeper origin in longer-term societal processes?
Is there any connection between the personal discontent and the ugly turn
our politics have taken?

One clue is that, judging by the statistics, we’ve become a nation of the
mentally ill. Today, in any given week, about 7 percent of Americans are
suffering from major depression and almost twice that many from an anx-
iety disorder. Over the course of a lifetime, nearly half of all Americans
will at some point meet standard diagnostic criteria for a mental illness,
accounting for more disability in the United States than any other group of
illnesses, including cancer and heart disease.”

The prevalence of mental illness has rapidly increased. Levels of Major
Depressive Disorder in the United States have more than doubled in the
last fifty years. More than 15 percent of boys are now diagnosed with At-
tention Deficit Hyperactivity Disorder (more than twice the rate of only
twenty-five years ago). Levels of self-reported anxiety and panic attacks
among young people have also doubled, and complaints of general physi-
cal malaise are up more than 50 percent. College counseling centers re-

port that there has been a rapid increase in the number of students seeking
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help for mental health problems, since the 1990s, with depression, anxiety,
suicidal ideation, drug and alcohol abuse, eating disorders, and feelings
of hopelessness, helplessness, boredom, and social isolation all common.
The number of people so disabled by mental illness that they qualify for
Supplemental Security Income or Social Security Disability Insurance has
increased nearly two and one half times over the last two decades alone.?

It is tempting to dismiss the statistics as an illusion. The increase in
enrollment in Social Security Disability programs, for example, may not
reflect increases in mental illness so much as the fact that the programs
have become alternatives to welfare for poor and unemployed individuals
who have any kind of psychiatric problem. The increasing number of stu-
dents seeking help from counselors may reflect lessening levels of stigma
in acknowledging emotional distress and growing awareness that help is
available. The rise in ADHD diagnoses may reflect efforts by school dis-
tricts, anxious to meet increased federal standards for school performance,
to take children who have academic difficulties out of the pool required to
take standardized tests. It is hard to account for more than a small fraction
of the very rapid increase in distress by these factors alone, however, and,
in any case, emotional distress reaching the level where it is diagnosed as a
“mental illness” is the tip of a much larger iceberg of unhappiness.*

So where does this epidemic of emotional distress come from? 1 was
trained as a clinical psychologist. In the course of my training, I was taught
theories about the causes of depression, anxiety, and other mental disor-
ders. Today, as a college psychology professor, I have students revisit these
explanations in their textbooks. There are various perspectives on normal
and abnormal behavior—biomedical, psychodynamic, behaviorist, and
cognitive, among others. While these psychological theories may be useful
in understanding and treating anxiety, depression, and other disorders in
individuals, none of them can make any sense of the rapid rise in the razes of
mental illness and emotional distress in America. To understand the latter
demands that we take broader, societal factors into account.

There are several possibilities. Perhaps the rising levels of some ill-
nesses reflect changes in the physical environment (for example, increased
fetal exposure to environmental toxins or to psychoactive drugs taken
by the mother) that affect brain development in fetuses and young chil-
dren. Or perhaps long-term pharmacological treatment of emotional dis-

tress paradoxically converts acute illnesses into chronic ones. However,
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there is little more than scanty circumstantial evidence to support these
hypotheses.’

Another possibility is that it is not the prevalence of depression and
other mental disorders that is rising but rather the willingness of people to
acknowledge personal misery to others (for example, to those conducting
surveys of the prevalence of symptoms of distress) or to seek treatment.
There is some evidence that the stigma associated with mental illness has
declined somewhat in recent years. The magnitude of the decline in stig-
matization is modest, however, and at best can only account for a part of
the increase in prevalence.’

Or perhaps the rise in the apparent frequency of mental illness is merely
the result of over-diagnosis. Have we turned ordinary sadness into “De-
pressive Disorder” and the high energy of normal boyhood into “ADHD”?
But that explanation just creates a new puzzle: Why have we increasingly
pathologized normal behavior? Is this simply the psychiatric version of
the “medicalizing” of human and social problems discussed in chapter 2?

Part of the answer comes from the history of psychiatry. Former New
England Journal of Medicine editor-in-chief Marcia Angell recalls the 1960s
and 1970s, when psychiatrists “were seen as less scientific than other [medi-
cal] specialists, and their incomes were lower.” In the face of growing public
disrespect and rising competition from other non-physician mental health
practitioners, it was necessary, in the words of Melvin Sashin, then direc-
tor of the American Psychiatric Association, to “remedicalize” psychiatry.”

The result was DSM-III—the new edition of the previously largely
ignored Diagnostic and Statistical Manual of Mental Disorders, explicitly
designed by its principle developer Robert Spitzer to be “a defense of the
medical model as applied to psychiatric problems.” DSM-III defined more
than two hundred distinct patterns of emotional and behavioral abnor-
mality as “mental disorders.” (“Mental disorder,” “mental illness,” and
“mental disease” are generally used as synonyms). Then psychiatrists,
alone among mental health providers in their legal authority to prescribe
medication, embraced a biological explanation of these mental illnesses,
despite the absence of much evidence for this at the time. This gave them
the decisive role in treatment of mentally ill people and relegated the
other mental health professions to an ancillary role. Needless to say, the
pharmaceutical companies were only too happy to add their influence

to the drug-obsessed American Psychiatric Association’s ensuing all-out
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campaign to restore the authority of the psychiatrists. From that day forth,
psychiatrists and drug companies have had a powerful incentive to expand
the patient population by defining ever-new categories of behavior as evi-

dence of mental illness.?

The Rise of the Me-Directed Individual

But greater willingness to acknowledge symptoms and over-diagnosis
alone cannot explain the trends. The problem is that it is not only the
number of people who meet the DSM criteria for specific mental illnesses
that have increased. The frequency of broader measures of emotional

distress—of anxiety, of depression, of loneliness—has risen as well. This

increase in emotional distress may be related to broader social changes and
broader changes in what is usually considered “normal” personality.

In the early 1950s, sociologist David Riesman chronicled a shift in the
typical American personality pattern from the “inner-directed” individual,
guided by an inner set of goals and principles, to the “other-directed” indi-
vidual, sensitive to the preferences and expectations of others and wanting
to be loved rather than esteemed. If the former pattern was well suited to
the age of the frontiersman and the industrial entrepreneur, the latter pat-
tern was better fitted to the age of the “corporation man.”

Since the 1970s, psychologists have documented what seems to be yet
another shift in personality patterns. Compared to earlier generations, the
typical American of the era of Third Wave Capitalism is characterized by
greater narcissism and unrealistically high self-appraisal. There is an in-
creased focus on immediate gratification and external goals such as money,
image, and status rather than on an internalized sense of self-acceptance,
competence at work, or affiliation with others. Young people today are
more likely to feel misunderstood. They are less trusting, show less con-
cern for others, show less dispositional empathy, and are less likely to con-
tribute to charity, express interest in community action programs, or think
about social problems. Although they are more accepting of individual
differences in race, gender, and sexual orientation, this may reflect greater
individualism rather than any increase in empathy. They are more likely
to be engaged in community service, but this reflects, at least in part, in-

creasingly common high school requirements to engage in such projects
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or efforts to buff up resumes. “Inner-directed” and “other-directed” have
given way to “me-directed.”"’

The time course of increases in self-reported anxiety and depression
parallels the shift in personality patterns. Perhaps our increased anxiety
and depression are caused by high rates of narcissistic fixation on the su-
perficial and on goals that, though they may be reachable for a few, are out
of reach for most of us. To a psychologist, unrealistically high expectations,
an exaggerated sense of one’s own competency, difficulty delaying gratifi-
cation, gratification from achieving external goals, a reduced sense of affili-
ation, and ungratified narcissism seem a recipe for anxiety and depression.

Where might these changes in personality have come from? One imme-
diate factor driving them may be changes in the expectations and behavior
of parents over the last four decades. Observers have noted two superfi-
cially contradictory tendencies. First, parenting and schools have become
more permissive and relentlessly affirming. Mom and Dad are friends, not
authorities. Parental authority declines, and parenting is oriented to build-
ing the child’s “self-esteem.” For the child, once grown up and faced with
the less malleable demands of the real world, it is a short step to anxiety
and depression. “Good eye!” shout ten-year-old Tommy’s parents, as he
restrains himself from swinging at a pitch that is two feet high and two feet
outside the strike zone, and at the end of the season there are trophies for
all, regardless of performance or whether or not the team has won a single
game. Small wonder that ten years later, Tommy, now a college junior,
comes to me distraught because he has gotten a B- on an exam: “But I
deserve a better grade,” he says, angry and near tears. “I didn’t miss a single
class and I got all of the assignments in.”

At the same time, we have seen the emergence of the “helicopter” par-
ent, hyper-vigilant, over-involved, shuttling the child from one activity
to another without cease. But as psychologist Ron Taffel has observed,
over-involvement is not the same as real connection. Parents may look at
the child but not really see the child. The parent’s own attention is often
fragmented by the demands of work and by the ever-present smart phone,
and the parent-child relationship itself comes to serve ends beyond the mo-
ment. Too often, writes Taffel, “parental behavior isn’t really about what
it seems to be about, but is in service of a whole other agenda. . .. ‘I give my
child a hug when he does something well because kudos build self-esteem’
or ‘When she bumped herself, once I realized she wasn’t really hurt, I let
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her cry because she needs to develop grit’ or “‘We're strict about keeping
schedules because rituals instill emotional security.”” For the child, dimin-

ished empathy and weakened connections to others result."

Third Wave Capitalism and the Me-Directed Individual

Ata deeper level, the changes in personality and the changes in patterns of
parenting that produce them reflect changes in the functioning of Ameri-
can society and in the demands and opportunities it presents to individuals.
For many of us, our relationship to the world of work and our place in so-
ciety have become less secure in recent decades. Wages have stagnated and
social mobility has declined. Americans can no longer look forward to a
steadily rising standard of living or have confidence that life for their chil-
dren will be better than it has been for them.'

Underlying this growing insecurity is a sea change in the behavior of
American corporate leaders over recent decades, from an orientation to-
ward “stakeholders” to an orientation toward “shareholders” (see chap-
ter 1). Until the early 1970s, although corporate executives were certainly
not immune from engaging in behaviors that harmed the public, there was
a widespread consensus that profits were inseparable from broader social
goals and obligations. In the decades that followed, social obligations came
to be seen as barriers to market efficiency, to be minimized. Companies
shifted toward a relentless search for short-term profits, no matter the cost
to their workers, their consumers, or the communities in which they were
located.”

One immediate impact was a decline in the predictability and control
over work life. Corporate raiders and activist shareholders pushed compa-
nies to undertake novel measures to increase share price, including down-
sizing operations, drastically cutting the workforce or even liquidating the
company. Rapid automation displaced millions of workers; outsourcing,
offshoring, and importing skilled workers from abroad displaced oth-
ers. Companies increasingly preferred temporary workers, workers on
short-duration contracts, freelancers, independent consultants, and foreign
workers with special visa statuses, to long-term employees to whom they
had an obligation. Many workers found themselves hired for limited-term

“projects” rather than long-term jobs, much less careers. The typical baby
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boomer already had had more than eleven different jobs before reaching
the age of forty-six."

The shift from a long-term to a short-term perspective and the weak-
ened connection to a particular job or to a particular set of workmates un-
dercut the social relationships of the workplace. Friendships came to take
on what Richard Sennett has called a “fugitive” quality, characterized by
detachment, superficial cooperativeness, the corrosion of loyalty, trust, and
mutual commitment, and an underlying belief in the necessity of looking
out for oneself. With the skill sets needed to do a job constantly chang-
ing, the value of experience and of institutional knowledge diminished.
Instead of age implying wisdom, it meant obsolescence. Long-term plan-
ning and stable expectations of the future were devalued. It is only now
that matters.”

A sense of powerlessness in other spheres of life appeared as well. Insti-
tutions and other societal mechanisms that in earlier decades had provided
some protection were on the decline. Unions, under relentless corporate
and government attack, lost members and power. U.S. politics shifted
from a “participatory” model, driven by grassroots activism (often orga-
nized by unions) to a “mass communications” model, based on television,
robocalls, social media, and other technologically sophisticated approaches
and driven by money. As we saw in chapter 3, education no longer pro-
vided a reliable way out.

Other changes in society were also affecting the daily lives of Ameri-
cans. A media culture of shallow, sexualized celebrity equated success with
glamour and possessions and inculcated a feeling of “I must be entertained
at all times.” Easy credit, readily available in the form of credit cards since
the 1970s and home equity loans since 1980s, led to what psychologist Jean
Twenge has called a “repeal of the reality principle.” No longer did grati-
fication need to be delayed. The Internet’s offer of instantly available in-
formation and a 24/7 news cycle further removed incentives to tolerate
delay. And the rise of social media, allowing communicating to the world
one’s most fleeting thoughts and activities (often accompanied by photos),
encouraged a preoccupation with self-expression.'®

In the new world of the late twentieth century and early twenty-first
century, a sense of self-worth based on a stable place in society or on inner
values became outmoded, and the traditional faith that hard work led to

success was undercut. What was left to replace the earlier sense of self
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based on one’s place in the world was individual gratification and a sense
of self based on possessions and personal status. The psychological pattern
I am describing is the counterpart in personality of the characteristically
individualistic ideology of Third Wave Capitalism. None of the changes in
American society required the shift in personality, but by comparison with
the America of earlier decades, the characteristic traits of the “me-directed”
individual became adaptive. And with them came a new vulnerability to

emotional distress.!”

Social Stress and Unhappiness

So far I have explained the rise in emotional distress in recent decades as
the result of personality changes produced directly or indirectly by changes
in U.S. society. A much simpler and more direct explanation is that we’re
more anxious and depressed because we have good reasons to be—because
today’s America is an ever more insecure and frightening place for all but
the super-rich. Old ways of life—manufacturing, farming—have disap-
peared, and with them the viability of working-class and farming com-
munities, from Appalachia to Detroit. For the poor and for lower-income
workers the benefits offered by the social safety net have eroded or been
cut back. For the unemployed there is the fear of losing a job in a country
in which Congress refuses to extend unemployment benefits. For Blacks
and Latinos there is repeated exposure to expressions and consequences of
racism, and for young black men there is frequent police harassment and
a one in three chance of sooner or later spending time in jail. For undocu-
mented immigrants there is the ever-present threat of deportation, and for
many documented immigrants there is the fear of ethnic profiling by po-
lice. For students graduation promises only a mountain of debt and no job.

For everyone save those with incomes placing them in the top 10 per-
cent, earnings have stagnated. Only by both husband and wife working
and by going more and more into debt (home equity loans, credit cards, car
loans, student loans) can many families make ends meet. The price is in-
creased time pressure, marital stress, stress on children, and an ever-present
sense of walking on a knife-edge of financial insecurity.

With jobs scarce, especially for those with limited skills, many women

in troubled marriages are aware of being “one divorce away from welfare.”
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For most of the elderly, there is the fear of being one serious illness away
from losing their life savings. For many Americans, especially those who
are older or less educated, rapid changes in computer and information
technology are felt as a threat, menacing their jobs, their sense of compe-
tency, and their sense of mastery of the contemporary world.!

Even the upper parts of the middle class are not immune. As discussed
in chapter 5, public-sector budget cuts, corporate reorganization, and the
rise of the Internet undercut the autonomy and job security of teachers,
college professors, writers and editors, and social workers. Doctors’ inde-
pendent practices have been absorbed by giant hospitals. Lawyers have
found themselves practicing in “mega-firms.” Engineers have lost their
jobs to outsourcing.

Anxiety has become big business. Doctors urge us to take new medical
tests to warn us of the diseases we will develop, even if there is little we can
do about it. Schools demand tests, tests, and more tests to ensure the school
is effective, driving children to tears and teachers and parents to a perma-
nent state of stress. The 24/7 news media market a tumble of never-ending
hysteria. Potential threats from Ebola, ISIS, “illegal immigrants” on the
borders, terrorists, genetically modified foods, monster snowstorms, and
“polar vortexes” tumble over each other in rapid succession.

At the same time as stresses on middle-class and working-class and poor
people were increasing, their sources of social support were decreasing. As
the divorce rate and the number of single-parent families rose, families
became a less stable source of refuge for both children and their parents.
Almost half of all marriages end in divorce, and 28 percent of American
children now live with a single parent. (The apparent stabilization of the
divorce rate in the last two decades is probably illusory, reflecting the sub-
stitution of unmarried couples living together, which can end without a
formal divorce, for the more traditional first marriages of the past.)"”

Nonfamily sources of social support have also faded. White flight, aided
and abetted by government and by predatory real estate brokers, emptied
white working-class communities. Manufacturing jobs fled the United
States, mom-and-pop stores were displaced by big-box stores, and local
doctors’ practices and community hospitals were absorbed by giant hospital
networks. The working-class communities built around these institutions
disintegrated. “Relationships” with neighbors in a stable community have

been increasingly replaced by more impersonal “transactions,” observed
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George Soros. Unions declined, as did active involvement in churches.
(Evangelistic, fundamentalist churches, especially in the South and South-
west, are the exception.) Robert Putnam has documented the dramatic de-
cline in the involvement of Americans of all social classes in a variety of
other face-to-face personal interactions, including direct involvement in po-
litical activity, church attendance, membership in community groups, and
participation in clubs and athletic leagues. The increasing sense of power-
lessness and lack of social engagement made people all the more vulnerable
to the highly individualistic, free market oriented ideology promulgated
by conservative and centrist media. Americans became more mistrustful
of social explanations of individual problems and came to believe that they
bore responsibility for their own misery and for doing something about it.?”

Foralmostall of us, the sense that we have any control—whether through
the political system or thorough unions or other civic organizations—has
declined. Government, which once appeared to provide at least some
protection against the depredations of corporations, has increasingly
seemed more attuned to the needs of Wall Street than of Main Street. The
community-based, politically engaged movements of the sixties and early
seventies have long faded. The percentage of high school seniors who be-
lieve that you can “usually trust people” dropped by half over the latter
part of the twentieth century. But isolation breeds loneliness. The number
of people reporting that they have “no confidant” in their lives has risen
from 10 percent in 1985 to 25 percent in 2004.”!

The loss of a sense of community and of social connectedness combined
with the shift toward “me-centeredness” to create an ever more virulent
individualism. Mistrust in collective action and declining community in-
volvement reinforced social isolation and individual anxiety, which in turn
begat further loss of faith in community engagement and in the possibility
of social solutions to individual problems. Americans’ “pursuit of happi-
ness” has hit a roadblock, one that will not be overcome by adding more

mental health centers and prescribing more medications.

The Age of Political Rage

Paralleling the rise of individual distress in the United States of recent

decades is a rise in political distress—political polarization, anger, and
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intolerance. Anger at one another is on the rise, often taking the form of
action. Americans file some fifteen million lawsuits against one another
every year. There is an explosive rise in antigovernment far-right groups.
Political partisanship in Congress is at its highest level since the early
twentieth century. More than a third of Republicans not merely disagree
with Democrats but see the Democratic Party as a threat to the nation’s
well-being, and more than a quarter of all Democrats express the same
hostility toward Republicans. A 2010 poll reported that no less than 24 per-
cent of Republicans believed President Obama “may be the anti-Christ,”
and 25 percent of all Americans believe he is one of the “domestic ene-
mies” that federal elected officials in their oath of office swear to protect
us against.”

Why has the country turned so conservative in recent years? Why have
the right-wing litanies been so eagerly accepted by millions? Why do so
many millions of citizens vote for candidates whose policies appear to con-
tradict their own interests? Why do so many Americans today show what
political analyst and journalist Thomas Frank has called a “hair trigger
irritability,” lashing out at gays, Muslims, immigrants, and—to use Mitt
Romney and Paul Ryan’s racially coded words—the “47 percent” who are
“takers.””

I have argued that societal stresses lead to helplessness, passivity, fear,
and isolation and that, in turn, these can lead to depression and anxiety.
The individual accepts the feelings and lets himself or herself be miserable.
But helplessness, passivity, fear, and isolation can also lead to anger and
exaggerated egotism. These might be described as “externalized” forms
of distress. The individual in these cases acts out his or her distress in the
world (perhaps making others miserable).

There is nothing new about extreme conservatism or political expres-
sions of anger in the United States. (Extreme left-wing radicalism, though
not unknown, has been far more unusual than right-wing radicalism in
recent decades.) From the anti-immigrant, anti-Catholic Know-Nothings
of the 1850s and the post—Civil War white supremacist Ku Klux Klan
(and its 1920s revival) to the McCarthyite Red Scare of the 1950s and the
present-day Tea Party there is a long history of what seems like right-wing
wackiness. In 1958 oilman Fred Koch helped found the ultraconservative
John Birch Society. Today, Fred’s sons, Charles and David Koch, finance
the Tea Party and its allies, who say little that was not said by previous
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generations of conservatives. What is new about the Tea Party and its allies
is that they have taken over the entire Republican Party, pulling the party
mainstream far to the right and pushing out the few remaining moderate
Republicans.

There are many issues on which Americans might in good faith dif-
fer. Even though we may disagree passionately about the “right to decide”
versus the “right to life,” the demand for voter ID requirements versus
easier access to voting, or the cost versus the benefits of an increase in the
minimum wage, both sides can present reasonably coherent rational or re-
ligious arguments. Liberals and conservatives have different beliefs about
issues such as the legitimate role of government, the appropriate balance
between individual freedom and mutual responsibility, the essential good-
ness or badness of human nature, and the deference owed tradition. Given
these different starting points, it may be hard to reach agreement, but the
underlying basis for the disagreement can be perceived, and compromise
is not unthinkable.**

But other disagreements are much deeper and much harder to compre-
hend. How are we to understand, for example, the fact that in 2015, 34 per-
cent of Republicans are still “birthers,” who insist that President Obama is
not a U.S. citizen, that 41 percent of Tea Party adherents believe the earth
is not warming, and that 66 percent of self-described “very conservative”
Americans believe Muslims are covertly implementing Sharia law in U.S.
courts. Viewed from the left, these substantive positions appear to be bi-
zarre distortions of reality.”

Freud distinguished between what he called “errors” on the one hand,
and “illusions” and “delusions” on the other. Errors, he argued, simply
reflect lack of knowledge or poor logic. Aristotle’s belief that vermin form
out of dung was an error. But illusions and delusions are based on con-
scious or unconscious wishes, as well. Columbus’s belief that he had found
a new route to the Indies was based on his wish to have done so. The tenac-
ity of many far-right beliefs, in the face of facts, rational arguments, rea-
son, and common sense, suggests that the beliefs are not merely alternate
interpretations of facts but are rooted in unconscious wishes—that is, are
rooted in personality.”®

The left-right differences may extend to differences in belief in em-
piricism and reason on the one side, faith and trust in revealed truth on

the other. Liberals’ “rational” arguments to conservatives may fall on deaf
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ears, not because of the unwillingness of the latter to “face the facts” but
because of fundamental differences between them in what constitutes a
“fact” and what constitutes evidence. These differences, in turn, are deeply

rooted in culture and again, in personality.”

The Geography of Belief

A second clue that links the sources of contemporary political anger and
exaggerated beliefs to the sources of individual internalized distress lies
in geography. The red state—blue state Republican-Democratic divide has
become all too familiar. The heartland of the United States—the South,
Southwest, Midwest, and Mountain West—has become the homeland of
hard-core conservatism, while the Northeast and the Pacific Coast remain
bastions of liberalism. The geographical distinction is a vast oversimplifi-
cation, of course. Rural areas in upstate New York and Pennsylvania are
islands of conservatism in larger, safely blue states, and red state cities such
as Dallas, Atlanta, and Las Vegas vote Democratic. A demographically
based set of distinctions—older, white, less-educated, nonunion, dispro-
portionately male on the one side, and younger, nonwhite, more-educated,
unionized, disproportionately female on the other—is equally valid. But
“red state—blue state” is a useful shorthand and may help reveal some of
the underlying dynamics of the politics that divide us.

The states and regions that are now reliably red historically were
predominately agricultural. In the Midwest they also contained great
manufacturing cities such as Cleveland and St. Louis. But although U.S.
agricultural output has boomed, the number of farms in the United States
has dropped almost 70 percent since the 1930s. And manufacturing em-
ployment has declined 42 percent from its 1979 peak, 30 percent since
2000 alone, turning the great industrial Midwest into the Rust Belt. The
old economies and the old farming and working-class communities built
around manufacturing and agriculture are no more. In parts of the South
and Southwest, where the economy and population continue to grow, up-
rootedness is typical and rapid change is king. Elsewhere, out-migration
and chronic unemployment loom large. By many measures, these are
what New York Times writers Annie Lowrey and Alan Flippen in 2014
have called “the hardest places to live,” the places with the highest rates
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of obesity, divorce, teen pregnancy, sexually transmitted diseases, firearm
deaths, and alcohol-caused motor vehicle deaths and disability, and the
lowest levels of education and income.”

Recent years have not been good for many people living in these
areas—especially for older white men, the heart of the conservative move-
ment. Even for those who are doing well economically as individuals, their
old way of life, their old belief systems, their own expectations of upward
mobility for their children, their own sense of themselves as being at the
center of the universe in the midst of “the American century” have been torn
apart. In a culture that worships individualism, that fervently believes that
success comes from character, grit, and hard work, it is hard not to feel a
sense of shame, humiliation, and self-loathing, no matter how unjustified
in reality.

But shame, humiliation, and self-loathing create intolerable feelings of
anxiety and anger, some conscious, some unconscious. The ego must be
protected, at all costs. Available cultural values are called on to provide a
more acceptable narrative. For some, the feelings are turned inward, in
the form of depression and of anxiety. The unhappy feelings may be con-
sciously experienced as due to a specific cause, real or fanciful, or they may
take the less specific form of a vague sense of dread or irritability.”

But we also want to see the world as making sense, as a fair place where
people get their just deserts. We seek a sense that there is order in our lives.
So for many, an alternative to internalizing the depression and anxiety is to
project the feelings outward. They artificially inflate their own self-esteem
with a narcissistic identification with the presumed greatness of the United
States: “We’re number one!” They scapegoat, letting themselves experi-
ence specific groups of others as the source of the problems we experience.
They feel anger at the newcomers who did not share in the building of
our country, who have not paid their dues, and yet who are offered the
rewards. Fear, envy, and shame turn into rage at those who seem to be
competing for jobs, such as African Americans, Latinos, and immigrants,
documented or undocumented, and at groups who once were vulnerable
but now seem empowered, such as women and some Asian immigrant
groups.

Anger is also turned against liberal politicians who would reward the
very ones responsible for our troubles, and against those who model the

very lifestyles thatare threatening the traditional ones. Eastern intellectuals
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with their liberal schemes, Hollywood with its dissolute lifestyles, gays and
lesbians with their challenge to traditional sexual mores and family struc-
ture, Muslims with their headscarves and other unfamiliar customs, young
people celebrating new, openly sexual lifestyles, government bureaucrats

fattening themselves off our taxes—all become targets.”

The Group Psychology of Red and Blue

Group psychological processes augment the individual processes. We
are all motivated to achieve a mutual understanding of reality that will
help us regulate interpersonal relationships and permit us to perceive
ourselves and our environment as stable and predictable. Identification
with a group, whether our family, friends and neighbors, community, or
some other group of people perceived to be “like me,” helps provide this
stability. Maintaining group identity requires a shared sense of reality,
however. Evidence that might threaten group identity and cohesion (for
example, that evolution or climate change are real or that black people are
not enemies but another group of people struggling to get by) is ignored
or denied.

Leaders, including individuals who are influential among small groups
of people, community leaders such as preachers, business owners, and local
politicians, and politicians and media figures with a national reach, con-
tribute to feelings of group identity. They also help provide a language
(including both a rhetoric and content) with which to express otherwise
inchoate feelings. The language that emerged to express feelings of anger
about our society from the early 1970s on was socially, culturally, and
politically conservative. It was imbued with support for the “free mar-
ket” and the view that the individual is superior to the collective, and it
often contained deeply encoded racial messages. This conservative ide-
ology didn’t just happen to happen. It was developed systematically and
self-consciously at the initiative of conservatives in the religious, business,
and political communities. It was elaborated by academics, often at think
tanks such as the Heritage Foundation, Hoover Institution, and Ameri-
can Enterprise Institute and funded by wealthy individuals, corporations,
and foundations. It was assertively promulgated through local and na-

tional political campaigns (such as Nixon’s 1972 “southern strategy” and
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Reagan’s 1980 alliance with Jerry Falwell’s Moral Majority) and spread by
thousands of local and national groups, ranging from the organizations of
the religious right such as Pat Robertson’s Christian Coalition and James
Dobson’s Focus on the Family to the local and national Chambers of Com-
merce, the National Rifle Association, and the Tea Party. Local clergy and
televangelists such as Jerry Swaggart and Oral Roberts spread the word
further.

The 1987 repeal of the Fairness Doctrine by President Reagan’s Federal
Communications Commission eliminated the requirement that broadcast-
ers present controversial issues of public importance in a manner that was
honest, equitable, and balanced, freeing up local radio and television sta-
tions to become right-wing propaganda machines. Right-wing talk radio
hosts such as Rush Limbaugh filled the airwaves, and in 1996 Rupert Mur-
doch and Roger Aile’s Fox News debuted, insisting that a lineup made
almost entirely of figures such as Bill O’Reilly, Charles Krauthammer, and
Sean Hannity provided fair and balanced news.

Those whose traditional identity has been threatened by the changes in
the United States of recent decades, regardless of whether they live in red
states or blue states, have been especially receptive to conservative ideology
and prone to political rage. Such ideology and feelings represented a solu-
tion to the need of millions of people to express their frustrations, reduce
stress, reduce feelings of humiliation and self-loathing, and make sense of
the world.

Several other factors have reinforced the rise of ultraconservatism and
rage in the South, Southwest, Midwest, and Mountain West. For one thing,
these areas largely coincide with the Bible Belt, the homeland of socially
conservative evangelical Protestantism. Protestant theology emphasizes
the responsibility of individuals for their own lot in life. Personal success
(salvation) or failure (damnation) comes not from social processes but from
the individual’s personal decision to embrace Jesus as Lord and Savior. In
this world, hard work, grit, and sacrifice underlie achievement. Outside
groups of people who are seen (realistically or through projection) as sen-
sual and flamboyant, people who do not share an obsession with order and
timeliness, people who want the rewards without the pain, are especially
alien. Ears are wide open to the messages of fundamentalist preachers,
who not only oppose liberal cultural values but urge their followers to use

the political system to restore a more just world.
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Earlier I suggested that individual personality processes play an impor-
tant role in how one processes one’s experience of the world. Personality
studies have shown characteristic differences in the psychology of conser-
vatives and liberals. Those on the right side of the political spectrum (those
who tend to support authority and a more-or-less hierarchical social order
and who resist shifts toward greater political, economic, and social equal-
ity) tend to score higher than those on the left side of the spectrum on
measures of adherence to externally imposed conventional norms and to
the authorities that impose them. They adhere more strongly to traditional
values, and they are more likely to value stability, conformity, and order.
They are more accepting of inequality and resist change. They are less
tolerant of ambiguity and nuance and less attentive to inner feelings. They
are more moralistic and more easily become enraged or vengeful. By con-
trast, those on the left tend to have greater toleration for novelty, disorder,
and change. They show a less strong preference for higher status groups,
and they tolerate ambiguity and uncertainty better. They are more able
to recognize, apply, and see connections and similarities across divergent
perspectives. They are also more impulsive and less “repressed.” Not sur-
prisingly, studies of differences in modal personality by region find higher
concentrations in the red states of people who are more conventional and
more likely to accept authority, precisely the characteristics associated
with more conservative political and moral beliefs. Whatever its ultimate
source, a larger proportion of people in the red states may be predisposed
to accept a conservative worldview.”

A third factor intensifying the conservatism of part of the red states
and regions is race. Racial beliefs (and by extension, anti-immigrant and
anti-minority beliefs, whatever the race of the immigrant or minority
group) have a historical persistence. After President Johnson signed the
1964 Civil Rights Act, he reportedly turned to his press secretary and la-
mented that Democrats “have lost the South for a generation.” Though
the story may be apocryphal, over the following decades a massive realign-
ment of the parties did take place, and racial issues and attitudes have re-
mained intertwined with U.S. politics in ways subtle and not so subtle.
A recent survey of almost forty thousand southern whites found that those
who currently live in counties that had a high concentrations of slaves be-
fore the Civil War are more conservative on average than those who live

in other parts of the South—more likely to vote Republican, more likely



172 Chapter 6

to oppose policies favoring greater equality such as affirmative action, and
more likely to express racial resentment toward African Americans.”

For many, political rage, though irrational in a literal sense (that is, not
the result of accurate information and logical analysis), is rational in the
sense that it solves a problem. An external enemy—imagined as a malevo-
lent and powerful cause of one’s troubles—is created to insulate the self
from its shame and inadequacy and to protect against narcissistic injury.
Empathy for others, who may objectively share your troubles, goes out
the window. The narcissism of recent decades increased vulnerability to
narcissistic injury at the same time as threats, real or fantasized, intensified.
Faced with these dynamics, politics based solely on economic self-interest

and appeals for solidarity across race and ethnic lines carry little weight.
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And the future? After “the man from Hope” (Bill Clinton) and “the au-
dacity of hope” (Barack Obama’s phrase), is there still room for hope? How
can we address the issues facing the United States, effectively and sanely?
How can we provide economic security for all? How can we create a polit-
ical system that is transparent, participatory, and responsive to the needs of
ordinary people? How can we end the twin atrocities of racism and pov-
erty? How can we re-create a sense of community and collective empow-
erment? How can we restore the balance between the American traditions
of “rugged individualism” and personal freedom and the equally Ameri-
can traditions of providing for the common welfare and ensuring justice
for all?

There is no easy, happy ending to the story I have told. If you are look-
ing for an explicit blueprint, a program, a plan of action to spur and hold
together a progressive coalition, you will not find it here. In the present po-
litical environment, it is hard to imagine any progressive changes in Amer-

ican society being feasible, much less sweeping changes to alter the course
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of recent American history. But before falling into helpless pessimism, it
is worth stepping back and exploring, however speculatively, some of the
obstacles to change and some potential bases for optimism.

Put pessimism aside for a moment and give yourself permission to
imagine the country we could have. Let us not conflate “will” and “way.”
If we imagine, for a moment, that the will to make changes is there, there
are certainly ways. For the most part, there is no great mystery about the
reforms that are needed. Everyone has a list. My own list includes progres-
sive tax reform, investment in infrastructure, restoration and expansion of
the social safety net and funds for social services, supports for working par-
ents, full enforcement of laws barring discrimination in employment and
housing, programs to support affordable housing, regulation of corporate
governance, public financing of elections, full restoration of the Voting
Rights Act, restoration of rigorous governmental regulation of business,
a single-payer health-care system, sentencing and police reform, equitable
funding of schools, laws and regulations supportive of union organizing
and collective bargaining, and effective action to address climate change.
Many other proposals can be offered.

Acknowledging that we do not know how to get to these solutions, that
we do not know exactly how our proposals would work out, and that pro-
grams to solve existing problems can create new problems does not mean
that solutions are impossible. We are not called on here to diagram utopia
or to map a detailed route to the end of poverty, inequality, disempower-
ment, and distress. We are called on to demand that “we, the people” make
the effort to engage with the problems of society, free of formulas and free
of the accepted wisdom as to how things are supposed to be. We are called
on to reject any contentions that our problems as a nation are unsolvable,
that the barriers to action are too great, and that the conservative sway
makes even thinking about solutions pointless. To accept these shibboleths
as statements of eternal truth is a failure of imagination that disempowers
us and accepts the decline of the Republic as inevitable.

Let us start with a cautious faith that change is possible. True, in this
age of reduced expectations and political paralysis it seems Pollyannish to
propose broad measures to fix the ailments of society. But we are not left
with the alternatives of hopelessness and futile grandiosity. Times change.
I recall my mother, who had been a radical labor unionist amid the mass

political engagement and social upheavals of the 1930s, observing with
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dismay the cultural conformity and hostility to social change of the late
1950s. “How did the American people change so much?” she would la-
ment. Not five years later, sit-ins spread throughout the South, the Civil
Rights Act and Voting Rights Act were before a receptive Congress, the
Nuclear Test Ban Treaty had been signed, the War on Poverty was un-
derway, and the turmoil and radical visions of the sixties were beginning
to unfold.

If history teaches us anything, it is to expect the unexpected. Outside
forces over which we have little control create new, unforeseen challenges
or irreversible changes in the context within which we try to meet existing
challenges. The likelihood of the rise of political movements, domestic or
foreign, of unanticipated foreign policy crises, of threats from non-state ac-
tors, of economic crises—all render absurd the fantasy that we can foretell
the future, that we can rule out the possibility of more progressive times
to come. Many long-term challenges to the conservatism of the moment
are already foreseeable, in broad if not specific form. Climate change and
globalization in an increasingly interdependent world will set in motion
economic instability, intense struggles over resources, political unrest, and
massive relocations of people. Policy discussions that may seem impossible
now will be unavoidable in the long run. There is no reason to wait to

begin the discussion.

Challenging the Liberal Narrative

What are the barriers to change? When those on the left get together to
gripe, several themes emerge. First, we recognize that politics is “the art
of compromise.” However, we complain, Democrats are too ready to com-
promise, too ready to start negotiations in the middle, while Republicans
are far more intransigent. Or we say that politics is about “the art of the
deal.” As the old adage goes, “Laws are like sausages. It is better not to see
them being made.” Lyndon Johnson’s successes in getting the Civil Rights
Act, the Voting Rights Act, and the Economic Opportunity Act through a
southern-dominated Congress stand out as masterpieces of successful po-
litical dealmaking. Conversely, Barack Obama’s failure to achieve more
is often laid to his unwillingness to play golf and schmooze with Dem-
ocratic, much less Republican leaders. Alternately, Obama’s failure and
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the subsequent Democratic election losses in Congress in 2010 and there-
after are laid to fundamental mistakes in political strategy. Obama, it is
said, should have focused on the economy rather than diverting energy to
health-care reform. He should have taken a more direct lead in the nego-
tiations on the Affordable Care Act, rather than leaving it all to Congress.
He pursued his hope that a more cooperative “new way of doing things,”
less partisan and ideological, was possible for far too long, long after the
Republicans made it clear they were not interested.

Or maybe the problem is that we are just not presenting our ideas
clearly and forcefully enough. The Democratic Party’s Victory Task
Force, formed to perform an “autopsy” on why the Democrats lost so badly
in 2014, concluded that the problem is that “there is no single narrative that
unites all of our work and the issues that we care about as a community of
Democrats.” The solution, the task force suggested, would be the creation
of “a National Narrative Project to work with party leaders, activists, and
messaging and narrative experts to create a strong values-based national
narrative that will engage, inspire, and motivate voters to identify with
and support Democrats.”

Beyond specific political errors, we often believe that the corruption of
our political processes is responsible for the fix the Left is in. The Right
has been triumphant, the story goes, because of big money in politics, ger-
rymandering by GOP-controlled state legislatures, ceaseless attempts by
Republicans to raise barriers to voting by poor and working people, and
Supreme Court decisions undercutting the Voter Rights Act. At a deeper,
even more intractable level, there are the constitutional provisions over-
weighting the power of small, rural, often southern, and usually conser-
vative states and making the life-termers on the Supreme Court bench
unresponsive to the public will.

All of these explanations of the failures of the Left to stem the conser-
vative tide have validity, and in aggregate they may have contributed to
Democratic defeats and Republican victories. But they are not the basic
causes of the decline of the Left since the 1960s. Somehow, we seem to be
saying, “The Left has good ideas. The reasons the American people haven’t
bought them lies not in the ideas but in poor political and electoral tactics
and strategies.” Yet somehow the same failings repeat over and over.

So maybe we have to rethink the problem at a more fundamental level.

Why has the Left been so ineffective in winning support for its message?
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Perhaps the real problem is that we have never been willing to really take
“democracy” seriously. If we did, we would ask ourselves three questions:
The first is about the meaning of “self-interest,” the second about the po-
litical assumptions of the Democratic Party, and third about the barriers to

political participation.

The Meaning of “Self-Interest”

The first question is, why do so many Americans appear to vote against
their own interests? “What’s the matter with Kansas?” Thomas Franks
famously asked. How did a state that was once a hotbed of the radical
Populist movement become overwhelmingly conservative? “Not long ago,
Kansas would have responded to the current situation by making the bas-
tards pay. . .. Not these days.” And what’s going on in Wisconsin? Why
did workers in that historically liberal state, which voted for Obama over
McCain in 2008 by 14 percentage points, for Obama over Romney in 2012
by 7 percentage points, vote to reelect Scott Walker despite his antiunion
and anti-worker policies? Why did 45 percent of Wisconsin women vote
for Walker despite his rollback of reproductive rights programs and repeal
of an equal pay for equal work law? Why have Americans gone along with
tax cut after tax cut for rich people??

These are not one-time anomalies. They represent a trend in American
politics that has now lasted almost fifty years. Abraham Lincoln suppos-
edly quipped, “You can fool all of the people some of the time, and some of
the people all of the time, but you can’t fool all of the people all of the time.”
Unless we want to believe that Lincoln was wrong, we have to believe that
maybe it is we who are getting fooled all of the time. Maybe one reason is
that we are thinking about the idea of “self-interest” in too narrow a way.

Economic well-being does not take in the whole universe of self-interest.
Safety, a sense of empowerment, and a belief that government will help
take care of you if you need help are also in peoples’ self-interest. (“Govern-
ment Keep Your Hands off My Medicare,” read an iconic and unwittingly
ironic Tea Party sign.) Despite the ideological glorification of the individ-
ual so dear to conservatives, so are feelings of connection to community,
pride in tradition and the positive elements of national identity, and faith
that one’s children face a promising future. And so are the need to ward off

teelings of having been had and feelings of envy, shame, and humiliation.
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The Left has ceded all of these areas of self-interest to the Right and then
acts surprised that people don’t act in their own self-interest, defined in
purely economic terms.

Unless the Left acknowledges these issues, confronts people’s fears
openly and directly, and designs programs that address both the underly-
ing social, political, cultural, and economic issues and the fears themselves,
it is the Left itself that is failing to address the self-interest of the American
people. If we want to expand the realm of possible progressive action, we
must acknowledge and address the concrete needs of poorer people, work-
ers, people of color, women, young people, and all others who have been
marginalized or stretched to the limits by Third Wave Capitalism. But we
must also acknowledge and address the economic insecurity, feelings of
psychological and cultural threat and loss, disesmpowerment, suspicion of
government, and regret for lost communities that they share with Middle
America.

The Failure of the Democrats

A second question we need to ask is: why do the Democrats consistently
fail to enact significant reforms, even when they hold the presidency and
both houses of Congress? Under Jimmy Carter, Democratic Party control
gave us the Department of Energy and the Department of Education but
also gave us airline, railroad, and trucking deregulation. In Bill Clinton’s
first two years, Democratic control gave us two minor victories, the Motor
Voter Registration Act and the Family and Medical Leave Act. Any hope
of universal health insurance was defeated, however, and Clinton set up
NAFTA and gave us laws to increase the harshness of prison sentences
and to begin the current craze for testing schoolchildren in the name of
school and teacher “accountability.” In the following six years, after the
Democrats lost Congress but still had a Democratic president who could
wield the veto pen, we got the elimination of welfare, the Defense of Mar-
riage Act, tax breaks for charter schools, and the deregulation of banks and
commodity trading. Barack Obama, in his two years of Democratic con-
trol of Congress, prevented the financial crisis from turning into all-out
Depression and gave us the Affordable Care Act and the Dodd-Frank Act
regulating the financial sector. But the economic stimulus was too small to

produce a rapid recovery, and the Affordable Care Act barred negotiated
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drug prices and a government option (and a single-payer system was never
seriously considered). And now, although JP Morgan CEO Jamie Dimon
may complain that “banks are under assault,” Dodd-Frank’s protections,
compromised to begin with, are being whittled away by Congress and reg-
ulators. Somehow, even electing “liberals” doesn’t seem to lead to a rever-
sal of the conservative tide.

At the heart of the repeated failure of the Democrats lies their accep-
tance, whether unknowing or witting, of the transition to Third Wave
Capitalism, with its frantic rent-seeking, massive inequality, destruction of
countervailing forces, blurring of the lines between business and state, and
collapse of faith in our collective power to change our fate.

Compare the assumptions underlying the liberal projects of Roosevelt’s
New Deal and Johnson’s Great Society. Roosevelt, in his 1944 State of the
Union address, called for a “second Bill of Rights.” “T'rue individual free-
dom cannot exist without economic security and independence,” he in-
sisted. Government must guarantee every American, “regardless of station,
race, or creed,” the right to a useful and remunerative job, to earn enough
to provide adequate food and clothing and recreation, to a decent home, to
a good education, to adequate medical care and the opportunity to achieve
and enjoy good health, and to adequate protection from the economic tra-
vails of old age, sickness, accident, and unemployment. Twenty years later,
Lyndon Johnson, in his 1964 State of the Union message, added a few new
elements, calling on Congress to provide for civil rights for all, regardless of
race, an end to poverty and unemployment, reform of tangled transporta-
tion policies, and “more homes, more schools, more libraries, and more hos-
pitals than any single session of Congress in the history of our Republic.”

FDR and LB]J, like other past generations of liberals, assumed that the
state is not merely the handmaiden of the property-owning classes. Though
the state may have disproportionately reflected the needs and interests of
the latter, the power of unions, mass protest movements, and elections
insured that our government would respond to the needs of “ordinary”
people as well. Facilitating these influences on government was part and
parcel of what liberals meant by reform. Roosevelt’s National Labor Rela-
tions Act helped empower working people. Johnson’s Economic Opportu-
nity Act sought to empower poor people.

Liberals of earlier generations also took at face value the words of the

preamble to the U.S. Constitution, which asserts that our government was
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established by “We the People” in order to “promote the general welfare”
(my emphases). “Life, liberty, and the pursuit of happiness”—the rights
of the individual—were balanced by a collective concern for the common
well-being. To be sure, there were those who had been systematically ex-
cluded from realizing the American Dream, but these were still part of
the dreaming community. One major historical goal of the Left was to
include them. Central to the movements of working people in the thirties,
of blacks and poor people in the sixties, and of women and gay activists
in the seventies and after was the demand that the constituencies of each
movement be included in the American Dream and that the words of the
Declaration of Independence and the Constitution apply to them.

There is a fundamental difference between these assumptions and the
assumptions of Third Wave Capitalism. Poverty provides a case in point.
As we saw in chapter 4, the persistence of poverty is not incidental, a mere
“failure” of Third Wave Capitalism. It is the direct result of Third Wave
Capitalism’s withdrawal from the very effort to end poverty. Piecemeal,
compensatory strategies can, at best, make a dent in the rate of poverty.
If we are serious about ending poverty, we must challenge the blurring
of the lines between government and private enterprise, the rent-secking
that characterizes the present era, the hegemony of free market and
individual-centered ideologies, the structural obstacles to upward mo-
bility, the distribution of wealth, and the destruction of the unions and
community movements that were the major forces promoting the various

policies associated with lowering poverty rates in the past.

The Disappearing Electorate

The third question we must ask is: why do most Americans not even
bother to vote? The great Republican congressional victories of 2014 re-
flected the active will of exactly 17.6 percent of the eligible voters. Yes, it
was more than the Democrats’ 15.7 percent, but it was hardly a mandate
for the Republican policies much less a vote of confidence in the vitality
of our democracy. Back in the late nineteenth century, voter turnout was
typically around 80 percent in presidential elections, 65—70 percent in mid-
term elections. The rates dropped off in the twentieth century, but as re-
cently as the sixties, about 63 percent turned out for presidential contests

and 47-48 percent for midterm elections. In the 2014 midterm election,
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only 34.4 percent of eligible voters voted. Nearly two-thirds of the elector-
ate stayed home.*

A good bit of this implicit “none of the above” vote probably reflects a
sense that it really doesn’t matter which bunch of politicians is in office.
A widely publicized 2014 study by political scientists Martin Gilens and
Benjamin I. Page studied data from over 1,800 different policy initiatives
from 1981 to 2002, looking at cases in which the preferences of economic
elites and the stands of organized interest groups differed from those of the
average citizen. They concluded, “The preferences of the average American
appear to have only a minuscule, near-zero, statistically non-significant impact
upon public policy. ... When a majority of citizens disagrees with economic
elites or with organized interests, they generally lose. . . . Even when fairly
large majorities of Americans favor policy change, they generally do not
get it.” (Emphasis added.)’

In the world of Third Wave Capitalism, which more and more seems to
entail “government of the wealthy, by the wealthy, and for the wealthy,” it
is hardly surprising that a lot of people don’t think it is worth their while
to vote—even for politicians who profess policies that would benefit them.
Many on the left implicitly accept or even cynically promote this position
as rational. “Vote ‘no’ for president,” they happily proclaim. But the conse-
quences of elections are serious, for policy, for the makeup of the Supreme
Court, and for determining voting districts and election rules at the state
and local levels. Electoral politics alone is not enough to produce lasting
change, but contempt for or indifference to electoral politics is destructive.

The belief in “government of the people, by the people and for the
people” is a core value for most Americans. Our democracy is threatened
by big money in politics, gerrymandering, and changes in rules to make
voting by poor people and working people more difficult. But no matter
how fair the elections, a democracy that systematically ignores the interests
of the majority is a democracy in name only. To build a new progressive

movement, we must take up the cause of democracy itself.

Challenging the Conservative Narrative

For there to be any possibility of a progressive resurgence, we also have

to confront the conservative narrative and address the question of why so
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many Americans buy in to it. George W. Bush famously told then-Senator
Joseph Biden, “I don’t do nuance.” The right has been very successful at
reducing complex issues to simple slogans. The examples are many: the
“Contract with America,” the “Right to Work,” the “Right to Life,” “death
panels,” “If guns are outlawed, only outlaws will have guns,” “weapons
of mass destruction.” Complexity is a confusing issue to the Left. We are
caught between wanting to imitate the Right, with its catchy phrases, and
a respect for the much more complex truth.

Three sets of simplistic conservative belief stand out, accepted by virtu-
ally all Republicans and, unfortunately, by many Democrats. First: “We
can’t.” The most pressing problem in the United States and the key to most
of its problems, say conservatives, is our unbalanced budget and the resul-
tant overwhelmingly large national debt. Raising taxes to deal with it is un-
thinkable. Higher taxes would burden ordinary taxpayers and businesses,
the “job creators,” and would threaten our international competitiveness.
The bottom line is that we simply can’t afford to expand government pro-
grams (for example, the social safety net).

Second: “The problems are too complex.” The belief that complex social
problems can be solved through acts of government is widely considered to
be foolish. Many years ago, when I was in college, Henry Kissinger, then
a professor, would occasionally have lunch with the members of our cam-
pus anti—nuclear weapons group. Scoffing at what he saw as the naiveté of
our proposals to advance world peace through a nuclear test ban treaty, he
would proclaim in his deep German accent, “These things are more com-
plicated than they seem.” (We callow youths, out of his presence, would
mock him, proclaiming in fake German accents, “These things seem more
complicated than they are.”)

Third: “We don’t want to.” To conservatives, freedom is inherently a
characteristic of individuals and “big government” is the enemy of free-
dom and prosperity. Societal constraints on individual freedom put us on
the slippery slope to tyranny. It is not government but the “free market”
that solves social problems, and the only legitimate goals of public policy
are to promote “growth” and serve the needs of businesses (the “job cre-
ators,” the “drivers of the economic engine”).

Let us examine each of these contentions. First, “we can’t” and the prob-
lem of the debt: Budgetary constraints seem to make it impossible even

to consider introducing new and expensive government programs. Many
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liberal economists have argued that the supposed threat to our economy
posed by the national debt has been greatly exaggerated. In any case, the
budget surpluses of the later Clinton years were turned into massive deficit
neither by something inherent in our system of government nor by the al-
leged tendency of liberals to throw money at social problems. The causes
of the deficit were simple. Government income was deliberately reduced
by the Bush-era tax cuts favoring the wealthy and then reduced further,
involuntarily, by the recessions of 2001 and 2008. Meanwhile government
spending increased, largely due to the soaring costs of the Bush war of ag-
gression in Iraq. Nothing inevitable. All reversible.

There are other, longer-term deficit concerns, to be sure, such as the
shortfall anticipated for Social Security. The latter, at least, can be fairly
easily fixed by adjusting the payroll tax (most notably by applying it to
all earned income, not just income up to $118,500, as it is now).® The only
relatively intractable part of the deficit is that due to rising costs for Medi-
care and Medicaid, but, as discussed in chapter 2, what makes health-care
costs “intractable” is our unwillingness to confront their real source, the
medical-industrial complex.

But leaving the issue of the causes of the deficit aside for a moment, let
us embrace complexity. Yes, we do have a moral obligation not to leave
our grandchildren with a crippling burden of debt. But that assertion does
not end the discussion of what is “moral.” We also have a moral obliga-
tion not to leave our grandchildren with a decaying infrastructure, not to
leave them with the consequences of runaway global warming, not to leave
them with the legacy of several generations of bad schooling, not to leave
them with an over-expensive and under-effective health-care system, and
not to leave them with a society riven by racism and morally tainted by the
failure to eliminate poverty.

Then there is the “it’s too complex” argument: The irony is great.
Americans pride ourselves on our “can-do” attitude, yet right-wing think
tanks, media, pundits, politicians, and preachers have drummed into our
heads over and over that, while individuals can dream of conquering the
world (metaphorically, of course), we must reduce our expectations with
respect to public action to meet common needs. The only way to address
societal problems is through “free market” solutions, they say.

Things are complicated. There are no magical solutions to the world’s

problems. And no matter how reasonable, clever, or well-crafted proposals
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for reform are, we can expect fierce opposition, blowback, unanticipated
consequences, and unpredicted complications. But things are also very
simple. It remains possible to imagine a better future for America and to
take steps to make this vision real.

Finally: “We don’t want to:” The conservative narrative continues with
interlinked concerns about the proper roles of government and the proper
relationship between government, business, the free market, and the dis-
tribution of wealth. Again the ironies are great. Mistrust of our govern-
ment is perfectly understandable. It has long been bureaucratic, inefficient,
wasteful, and opaque. It has long served business interests, although, as we
have seen, in recent years it has become increasingly hard to untangle gov-
ernment from business interests. Let us recall the financial crisis of 2008
and the recession that began in late 2007 and, by the economists’ definition
of recessions, was over by mid-2009. It is hardly a secret that, in reality,
by six years later we had still not recovered. Wages remained below their
pre-recession levels, unemployment and underemployment remained
high, and many of the public services that we had become used to were
gone. But it was not the actions of government that caused the financial
crisis and the recession and the failure to recover rapidly, but the actions of
the financial sector and the inaction of government at the behest of conser-
vatives and their business allies. It was the failure of government to regu-
late financial markets that permitted the abuses that led to the crisis, and
the failure of government to provide adequate stimulus to the economy,
the failure of the government to provide relief for “underwater” home-
owners, and the failure of the government to maintain the social safety net
that have extended the suffering. Yet somehow the Right has turned that
history into blaming the downturn on “big government” itself and into de-
mands to cut government programs even further. In the context of Third
Wave Capitalism, in which government and business have become almost
indistinguishable, conservatives can get away with blaming government
for the sins of the private sector.

It is the same with the vastly increased misdistribution of wealth and
income of recent years. It resulted from soaring CEO salaries, monopo-
listic power over markets, the same predatory lending practices that also
brought us the financial crisis and the Great Recession, tax cuts mainly
benefiting the rich, government tax subsidies to private corporations,

laws passed under corporate influence to weaken unions so that they can’t
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protect the incomes of their members, and so forth. Yet somehow it is okay
with the Right for the private sector to engineer a vast redistribution of
income but not for the government, acting on all of our behalves, to redis-
tribute it back.

The Problem of Government

Where, exactly, does the problem with our government lie? It is not gov-
ernment per se, but the ability of businesses to use government as a cash
cow to generate profits from health care, from military expenditures, from
schools. It is not government per se but the fact that, in the absence of coun-
tervailing forces such as unions and community protest, government is free
to respond to the interests of the wealthy few and not those of the many.
And, as for the belief that there is something intrinsic in government (as
opposed to private enterprise) that leads to bureaucracy, inefficiency, and
lack of transparency, examples of private-sector bureaucracy, inefficiency,
and lack of transparency abound. (The cable company and your health in-
surance company provide easy examples.)

Governments, says the Declaration of Independence, are instituted “to
secure” the right to life, liberty, and the pursuit of happiness. The Con-
stitution, the founding document of our government, was established to
“establish justice” and “promote the general welfare.” How much more
explicit can it get? Abraham Lincoln, preemptively rebutting Ronald Rea-
gan’s “government as problem” mantra a century before Reagan uttered
the words, put it this way: “The legitimate object of government is to do
for a community of people whatever they need to have done, but cannot do
at all, or cannot so well do for themselves, in their separate and individual
capacities.””

Take the case of taxes. You alone can’t build a road from your house
to your workplace. You alone can’t underwrite the research to develop a
medicine to treat your sick child. You alone can’t clean up the toxic waste
dump down the street or provide your child’s school with audiovisual
equipment. And you alone cannot save enough to feel secure if you are laid
off from your job and are unemployed for a year. You are actually better
off, in any meaningful sense of the words, if your taxes are high enough to
pay for all of these things.
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Taxes are not intrinsically bad and not intrinsically always too high.
The issue is what you get for your taxes. If taxes are raised to let Medicare
and Medicaid subsidize the overly high salary of the CEO of a large hos-
pital, or to permit a drug company to make outlandishly large profits, or
to let the Defense Department pay for $500 hammers, then yes, taxes are
too high. But if taxes are raised to provide you with drinkable water, or to
protect you against the insecurity of unemployment, you have experienced
a gain, not suffered a loss. Despite the conservatives’ refrain about Ameri-
cans being overtaxed, taxes in the United States are among the lowest in the
world. We pay little and we get little. In 2008, U.S. taxes claimed 26 per-
cent of the GDP, compared to an average 35 percent for the thirty-three
OECD member countries. The United States ranked thirtieth out of the
thirty-three. Only Mexico, Turkey, and Chile had lower tax rates.®

What things your taxes will be used for affect your personal calculation
of gains and losses, of course. If you are childless, you get no direct gain
from school taxes. If you don’t own a car, you don’t directly benefit from
taxes that will be used to maintain roads and bridges. If you have a stable
job, you get no immediate benefit from taxes used to pay for unemploy-
ment benefits. If you are affluent, you get no personal benefit from Medic-
aid. But regardless of personal circumstances, you do get indirect benefits
from living in a society that has people healthy enough and well-enough
educated to perform the jobs that produce the goods and services we all
use, from the fact that trucks can deliver your food to the supermarket
over bridges that don’t collapse, and from living in a world in which un-
employed people are not rioting in the streets. As Oliver Wendell Holmes
Jr. once said, “Taxes are what we pay for living in civilized society.’

E. J. Dionne has argued that throughout our history, at the heart of
American politics there have been disagreements about the proper bal-
ance between equality and justice, rights and responsibilities, liberty and
community, autonomy and interdependence, “private striving and public
engagement.” But Jefferson and Hamilton, Clay and Jackson, Lincoln and
both Roosevelts, Democrats, Whigs, Republicans, Populists, Progressives,
and New Dealers all shared the understanding that in a democracy, gov-
ernment is not the realm of “them” but of “us.” To all of them, liberty
was not just about the freedom of the autonomous individual, oblivious to
the needs of others. Liberty was sharing in self-government and deliber-
ating with others about the common good. The unbridled individualism
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and absolutist rejection of government of the Tea Party and much of the
Republican Party today is an historical anachronism, appearing as a domi-
nant ideology only briefly in the Gilded Age of the late nineteenth century
and reappearing in the era of Third Wave Capitalism."

The Right has portrayed its glorification of the unfettered individual as
the essence of true Americanism. Nothing could be further from the truth.
Government and individual liberty are not antithetical. Throughout U.S.
history, state action has increased individuals’ liberty of action. A person is
freer when he or she knows that society will open the doors to opportunity,
provide them with an education regardless of their parents’ wealth, ensure
that jobs are available for all, and pick them up when they fall down.

As for the need for government to look out for business, that’s an old
shibboleth for conservatives. “The chief business of the American people is
business,” opined Calvin Coolidge, describing his conception of his role as
president and ushering in an earlier era of regulators who did not regulate,
of cuts in federal spending, and of ignoring social problems. But it is pre-
cisely this blurring of the boundaries between business and government,
this subordination of the needs of most people to the needs of business, that
has increased qualitatively in Third Wave Capitalism and that has alien-
ated many Americans from their earlier faith in the ability of government

to help solve their problems.

Toward a Progressive Resurgence

If there is to be any hope of successfully combating the conservative
agenda, both the illusions of the Left and the shibboleths of the Right must
be taken on. But the failure of the Left to take democracy seriously and the
resistance of the Right to societal efforts to address societal problems are
not the only barriers to progressive change. How we confront the issue of
race, the alternative narrative we create, and the empowerment of ordi-
nary people all must be addressed.

First, whatever concrete proposals progressives might make, any pro-
gressive vision must explicitly address race. Race remains a corrosive fac-
tor in American life. For people of color, it is an ongoing barrier to full
participation in the American Dream, a source of daily humiliation, and

sometimes, a threat to their very lives. For too many white Americans,



188 Epilogue

the fantasy that their own problems are due to preferences given to ra-
cial minorities and the belief that programs designed to help poor people
are disguised subsidies for people of color at the expense of whites moves
American politics further to the right and contributes to a willingness to
accept conservative ideologies. For both people of color and whites, race
remains a barrier to the political unity that could help both groups meet
their economic and cultural needs. Any effort to restore the American
Dream must make race part of the national conversation. It must confront
the subordination of blacks that has been at the heart of American history
since the beginning and the violence that has been used to maintain that
subordination, and it must insist that individual racism, structural racism,
and systematic racial disparities alike are violations of American ideals.

There are no easy solutions. It is true that many racial barriers have
fallen since the early sixties. It is also true that younger people are, on the
whole, less tolerant of overt individual racist ideas and behaviors than
their elders. But 150 years after the Emancipation Proclamation and fifty
years after Martin Luther King’s “I Have a Dream” speech, it is no longer
enough to hope that time will reduce tensions.

While many white Americans, regardless of age, fail to recognize the
degree to which structural racism affects the lives of black Americans, they
do support anti-discrimination policies in employment, housing, and other
spheres of life."" But governmental actions that seem to pit the needs of
blacks against those of whites, such as affirmative action for job seekers,
forced bussing to integrate schools, or building affordable (read “black”)
housing in white suburbs, are a harder sell. To be sure, racism plays an
important role in triggering this opposition, but so does a sense of fairness.
Many whites cannot but be aware of their own unmet needs. Needs, at
least when we are talking about the needs of 80 or 90 percent of Ameri-
cans, are not a zero-sum game in which the benefit of one must be the loss
of another. Because one group has serious needs doesn’t mean that others’
needs just go away. When the government ignores the needs of one group
yet seems responsive to the needs of others, or when government calls on
one group to make sacrifices (for example, pay higher taxes, miss a chance
at a job, or send their children to a distant school) to remediate what seem
like sins of the past committed by others, it is not surprising that the for-
mer group reacts with anger. Crying “racism” explains little and cuts off

discussion.
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But policies to redress the consequences of our history of racial op-
pression also need not be a zero-sum game. Anti-discrimination policies
appeal to the sense of fairness of most Americans, and programs that ex-
plicitly benefit both black and white can unite rather than divide. Such
programs might include efforts to benefit poor and lower-wage workers
regardless of race, support families of all sorts, and invest in economi-
cally straitened areas, whether Appalachia, the rural South, or inner-city
Detroit. “Affirmative action” admissions to college based on income and
first-in-family-to-attend-college status can supplement affirmative action
addressing race and ethnicity. Programs can be designed to increase the
availability of affordable housing (including helping homeowners who are
“under water”), improve access to health care, and increase the funding of
schools. These are not alternatives to directly addressing discrimination
and the enduring consequences of race, but with such programs as context,
other policies and programs that disproportionately and explicitly address
the burdens people of color bear may become more acceptable.

Aless obvious dilemma in addressing race comes from policies that pro-
duce a conflict that is nominally between workers and consumers but that
also has racial and ethnic implications. If the pay of workers in a fast-food
establishment is increased, the price everyone pays for burgers rises, and
if bus drivers get a raise, bus fares go up for all. If hospitals lay off staff or
reduce their hours, costs to patients may go down, but it is the workers
who pay the price. Workers are caught between their need for higher pay
and better working conditions and the demands of consumers for lower
prices. The conflict is often especially transparent in service industries.
Government workers too are caught between their need for stable jobs
with decent pay and the demands of taxpayers to cut taxes. In the conflicts,
jobs are often at stake. Recall that low-wage jobs and public-sector jobs
are disproportionately held by women and by blacks, Latinos, and other
people of color.

There is, of course, a third dog in this fight: the owners of the busi-
nesses that employ the workers and sell to the customers. Let us return to
Walmart, the largest employer in the United States, with 1.4 million work-
ers. Walmart pays low wages, provides meager benefits, and demands of its
workers part-time hours and erratic schedules. Consumers get low prices.
Consumers win, workers lose . . . and in 2014 Wal-Mart earned $16 billion

in profits. Consumers pay indirectly, however, though their payments may
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seem invisible. Tax-supported programs such as Medicaid, food stamps,
and the Earned Income Tax Credit help Walmart workers bridge the gap
between their pay and their needs (see chapter 4). On the revenue side, no
less than eighteen percent of the entire U.S. food stamp budget is used at
Walmart stores, boosting Walmart sales. Walmart also receives $1 billion
a year in tax benefits and loopholes. Surely Walmart could raise wages
without having to raise prices."

A second issue the Left must address is the need to create an alternative
narrative. Those on the left often lament the conservative shift in Ameri-
can politics since the 1970s. It is tempting to reduce our aspirations, to try
to make changes at the margins because it seems that that’s all that is pos-
sible. Part of the apparent shift to the right is a turnout issue, however. The
groups most likely to support progressive policies don’t turn out to vote at
the same rate as those who oppose them, especially in midterm elections.
On an issue-by-issue basis, the American population as a whole does not
seem as conservative as the electorate. Polls repeatedly show strong sup-
port among Americans for governmental policies to address inequality,
for maintaining antipoverty spending, for reducing corporate influence,
for ensuring that black and white people are treated equally by the courts
and by the police, for spending to improve infrastructure and create jobs,
for regulating banks, and for giving more resources to schools. On the eve
of passage of the Affordable Care Act, 72 percent of the favored a public,
single-payer national health insurance plan, and today, despite all of the
controversy, over 50 percent still support it."*

It’s time to develop a comprehensive “Restore the American Dream
Program” to compete with the conservative mantras, a coherent body
of progressive policy alternatives that directly addresses issues such as
inequality, lack of jobs, racial disparities, the persistence of poverty, the
power of money in politics, and the threat of climate change, rather than a
series of unrelated specific proposals nibbling at the edges of the country’s
problems.

Beyond their specific content, the purpose of such proposals would be
to present an alternative vision of the role of government and an alterna-
tive vision of America’s future. It would build a counter-narrative to the
conservative fairytale that has dominated U.S. politics for well over thirty
years. The purpose of these proposals would be to open up a new discus-

sion among the American people, to challenge the Right’s domination of
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center stage, to refuse to let the Right determine the terms of debate, and to
rebut the fear that progressive change is unrealistic and that we must settle

for being a second-rate society.

Re-empowering Americans

Finally, to expand the realm of the possible, we need to regain our col-
lective faith in the power of the many. Perhaps the central lesson of the
history of U.S. social reform is that change doesn’t just happen. Through-
out our history, progress has come only when ordinary people joined to-
gether and poured their hearts and their energy into collective action and
broad social movements. In the absence of such movements, the promises
of even the most liberal politicians mean little. Earlier, I noted that Jimmy
Carter, Bill Clinton, and Barack Obama were unable to produce social re-
forms of a magnitude rivaling the New Deal or the Great Society. The big
difference was not that Carter, Clinton, and Obama were less liberal than
FDR and LBJ, or that their political skills were less (though both of these
may have been the case). The difference was that FDR and LBJ worked
their politics in the context of mass movements demanding change, and
Carter, Clinton, and Obama did not. Again and again, when masses of
people erupt into protest and action, new institutions and programs, de-
signed at least partly to meet their demands, are created.

Protest and collective action is, in the words of Paul Ylvisaker, one of
the architects of the 1960s War on Poverty, “a fourth branch of govern-
ment.” Protest and collective action are not confined to signing petitions
and working in electoral campaigns. At times they are unruly. When auto-
workers occupied their factories in 1935, when students sat-in in cafete-
rias in the Jim Crow South in 1960, when students blockaded draft offices
in 1967, when black Americans rioted in Watts in 1965 and Detroit and
Newark in 1967 and within sight of the U.S. Capitol in 1968, they were
not following the rules. Martin Luther King Jr. did not join those who
simply deplored the unrest. While worrying that a riot “merely intensifies
the fears of the white community while relieving the guilt” and insisting
that nonviolence and peaceful protest were the best weapons available in
the fight for racial and economic justice, he refused to simply condemn the

unrest. “A riot,” he said, “is the language of the unheard.”"
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And for better or for worse, that language often is heard. Progressive
Era reforms such as the secret ballot, regulation of food and drugs, the
progressive income tax, and women’s suffrage were a response to grow-
ing unrest among poor farmers, workers, immigrants, and women. New
Deal reforms such as Social Security, unemployment compensation, the
minimum wage, the forty-hour workweek, and the legitimization of
labor unions were a response to the massive movements of the unem-
ployed and of workers. The 1964 Civil Rights Act, the War on Poverty,
Medicare and Medicaid, the Clean Air Act, Title IX of the Education
Act (extending the benefits of federal education spending to women), all
would have been unthinkable in the absence of the civil rights movement,
the northern urban movements of African Americans and other people
of color, the student movements, the feminist protests, and the environ-
mental movement.

In our own time, the post-2012 shift of many Democrats to a more pop-
ulist rhetoric can be directly traced to the strong, though brief, impact of
the Occupy Wall Street movement. The growing acceptance of gay mar-
riage is the result of years of organizing and agitating by gay activists. On
the right, the intransigence of Republicans similarly reflects the post-2008
rise of the Tea Party. And as I write, it is not the goodwill of politicians but
the strikes and protests of “Fight for $15” that have made raising the mini-
mum wage a national issue. It is the demonstrations of “Black Lives Mat-
ter” and the riots in Ferguson (Missouri) and Baltimore that have given
urgency to reform of policing. It is the civil disobedience of the “opt out
of testing” movement that has thrown a wrench in the plans of corporate
school reformers.

The role of social movements is not limited to promoting progressive
(or in the case of the Tea Party, reactionary) social policies. To the extent
that those movements take on institutional form, they sustain the poli-
cies as well. The workers’ movements of the thirties became the power-
ful unions of the postwar era. As the organizational base for the liberal
wing of the Democratic Party, they were the major reason that New Deal
reforms withstood attack throughout the fifties and they provided major
support for Great Society initiatives in the sixties. But the unions have de-
clined and the sixties community movements and issues-based movements
did not institutionalize themselves. There was nothing left to protect the

gains of the latter decade.
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Social movements cannot be planned for, of course. But what hap-
pens on the ground is not entirely independent of the way in which lead-
ers lead. FDR’s National Industrial Recovery Act legitimized unions
(though with no enforcement mechanism), which encouraged United
Mine Workers president John L. Lewis to go to the coalfields of West Vir-
ginia where—loudly proclaiming, “The President wants you to join the
union”—he organized tens of thousands of miners. JFK’s “ask not what
your country can do for you but what you can do for your country” en-
ergized college students to join the Peace Corps, support the civil rights
movement, and not long after, oppose the war in Vietnam. Lyndon John-
son’s Community Action Program, requiring “maximum feasible partici-
pation of the poor” in solving their own problems, bred a generation of
community organizers and community-based movements.

If we expect that electing a Hilary Clinton, or even a Bernie Sanders,
will solve the serious problems America faces, we will be disappointed.
Politicians cannot solve people’s problems for them without massive sup-
port. Only by engaging people in collective solutions to their own problems

is real and lasting change possible.”

The Choices We Face

America has changed over the last four decades. Whether these changes
represent a net “decline” is arguable. Regardless, there is no going back.
But armed with an understanding of the deeper currents of recent history
and the great obstacles thrown up to progressive change, the American
Dream is still ours to reclaim.

I began this book by reflecting on some apparently contradictory themes
in recent U.S. history. There was my childhood memory of glorying in my
identity as an American set against my awareness of the many injustices
of the America of my childhood. There was the evidence of enormous
gains in material well-being, health, education, and human rights over the
course of my lifetime set against the “America is in decline” chorus and the
reality of a massive shift to the right, a broken political system, a faltering
economy, and endless war. And running through it all was the sense that,
despite the material gains of the last four decades, something more subtle,

more central to what America was or could be, has been lost.
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One can’t judge history; it simply is. Yet trying to understand what has
been lost is an essential part of building a better future.

After finishing a first draft of this epilogue, I gave it to my wife to read,
just as she had read drafts of earlier chapters. When I returned some hours
later, she greeted me, saying, “Youreally are a patriot,aren’tyou?” I couldn’t
decide whether to laugh or to weep. “Yes,” I thought, “She really got it.”

But then I began to think more soberly. Just what did she and I mean by
“patriot”? Certainly not the “the United States is the greatest nation in the
history of the world” jingoism of so many American right-wing politicians,
or even the “American exceptionalism” professed by President Obama. But
equally it did not mean some vague, romanticized vision of democracy or
of a fantasized sense of community that existed in earlier days.

I grew up in a left-wing family. My grandfather was active in the
radical Jewish labor movement of the early years of the twentieth cen-
tury. My parents were leaders of the Old Left—led Philadelphia Teachers’
Union. Though they were deeply critical of the injustices of capitalism,
and though they themselves were the children of immigrants whose per-
sonal history lay outside of the U.S., they revered the terribly flawed he-
roes of American history. There was the slave-owner Tom Jefferson, who
penned the immortal words of the Declaration of Independence, words
that have inspired people fighting for liberty ever since. There was the
Indian-killer Andrew Jackson, demanding that presidents represent the
common person, that voting must matter. There was the crazed terrorist
John Brown, ready to take the lives of others to end the shame of human
slavery. There was sad-eyed Abe Lincoln, ready to deal with the devil if
the devil would support the Thirteenth Amendment. There were Fred-
erick Douglass placing the demand for the vote for blacks ahead of the
demand for the vote for women, and Susan B. Anthony opposing grant-
ing the vote to blacks if it was not also given to women, and later, Carrie
Chapman Catt demanding the vote for women while suggesting that un-
educated immigrants should be stripped of their right to vote. There was
the aristocratic Franklin Roosevelt “saving capitalism in 100 days” but em-
powering the working class within capitalism. And, in my own memory,
there was former segregationist Lyndon Baines Johnson and womanizing
Martin Luther King Jr. combining to force the Civil Rights Act and the
Voting Rights Act through a reluctant Congress.

AsI grew older, I (with or without the flaws) joined in the struggles that
made America. At seventeen, I joined in picketing Woolworths in support
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of the sit-ins in Greensboro, North Carolina. At twenty-two I helped orga-
nize the big New York anti—Vietnam War parades. At twenty-six I joined
a think tank that worked with radical health workers and black and La-
tino community groups to remake the U.S. health-care system. At thirty,
I went to work at an experimental college that pioneered in opening up
college education to poor people and people of color.

And then the music stopped. The possibilities of change dimmed. De-
voting my life to “the Movement” seemed increasingly quixotic. Even the
later flashes—the brief hopes aroused by the election of Barack Obama
(“yes we can”), the incandescent eruption of Occupy Wall Street—proved
ephemeral. What had happened was Third Wave Capitalism.

So what was and what is my patriotism? It is not some belief that the
United States was or is more democratic, free, or prosperous than any-
where else or that America has a mission to correct the wrongs of the
world. It is a vision of America unfolding, striving to be its best self. It is
the memory of pioneers and immigrants leaving home behind, of slave
insurrectionists and abolitionists and suffragists, of Populists and Wob-
blies and militant workers occupying factories, and of students sitting-in
at lunch counters and Freedom Riders riding a bus. It is recalling tens of
millions of people protesting the war in Vietnam in the streets and, for a
moment redeeming America. It is “angry” black militants, “bra-burning”
feminists, and “tree-hugging” environmentalists, and it is gay men and
lesbians working through the legal system to win the right to marry those
they love. It is a vision of people struggling to build an increasingly just
society in which they will have the opportunity to live up to their own
ideals.

When I was a child, we had a scratchy 78 rpm record of Paul Robeson

16 Tt proclaimed,

singing “Ballad for Americans.
Our country’s strong, our country’s young,
And her greatest songs are still unsung.
From her plains and mountains we have sprung,
To keep the faith with those who went before.

In recent years, it has often been hard to “keep the faith with those who
went before.” That feeling I started with that something had been lost
was in fact the panic that Third Wave Capitalism had somehow defeated
my America, that land of hope and struggle. The “Ballad for Americans”
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spoke to that panic as well: “It will come again. Our marching song will
come again,” it promised.

Most Americans share common values about what makes a country
great. Those values include economic opportunity, the right to live with a
sense of personal and economic security, and the right to a quality educa-
tion, readily available health care, and adequate housing. A great country
ensures the right to “equal justice under law,” the right to equal treatment
regardless of race or ethnicity or gender or sexual orientation, and the
right to feel part of a community that looks out for the general welfare.

But to turn these shared values into realities will require hard choices.

e We can’t be for reducing inequality or ending poverty if we are not
willing to restrict the right of a few people to seize a disproportionate
part of the wealth we all produce.

e We can’t proclaim our “color blindness” if we are not willing to put so-
cietal resources into remediating the historical wrongs done to Ameri-
cans of African descent.

e We can’t demand better health and cheaper health care if we are not
willing to take on the power of the insurance industry, the drug indus-
try, the processed food industry, the car makers and the cigarette mak-
ers, and the polluters and dumpers of toxic wastes.

e We can’t insist that our schools must do a better job of educating our
children if we are not willing to provide resources for schools and at-
tract good teachers with secure, well-paying jobs, and if we are not able
to address the underlying socioeconomic causes of school failure for so
many poor children, black children, and Latino children.

e We can’t reduce emotional distress if we are not willing to act to reduce
economic and social insecurity and organize jobs so that they provide
stability as well as a living wage.

e We can’t decry the failure of government to respond to popular needs
if we are not willing to reform our political system and restrict the in-
fluence of money in politics and cut the bonds between business and
government.

e We can’t demand change if we are not willing to support the messy and
unruly movements that bring about change.

We can’t bemoan the “decline in America” unless we are willing to ask
what is our vision for the United States? What kind of country do we
want? What kind of America do we dream of? Will our marching song

come again?
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