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      Introduction

    


    
      I’ve been a practitioner in the political process—as a pollster, strategist, and consultant—for forty years. I’ve polled for mayors, members of Congress, and a president (Bill Clinton), and I’ve worked for candidates of both political parties in the United States as well as candidates overseas. Although I’ve never been a lobbyist or a fund-raiser, I’ve seen our political system close up, I know it intimately, and my experience working within it is long and varied.


      Over the last decade, I’ve written books about political reform and finding bipartisan solutions (The Political Fix); about the need for third parties (Declaring Independence); and about the growing discontent in the country (Mad as Hell, with Scott Rasmussen). All of those books were about, in one way or another, process: how the political system works, what’s wrong with how it works, how it might be made to work better.


      This book is different.


      This book is not about process, but crisis: a crisis of our democracy, of our economy, of the legitimacy of our political system, and ultimately, of our society. The indications are clear: political and economic institutions across the board, from Congress to the Federal Reserve, have lost the confidence of the American people. The approval rating of Congress matched an all-time low in September 2011. Both political parties have low ratings, too, and self-identified Independents are now the largest American voting bloc. Americans elected a historic figure, Barack Obama, as president in 2008, amid excitement and hope for the future—but have become disillusioned as he, too, has been sullied by the partisan warfare in Washington. His two predecessors, George W. Bush and Bill Clinton, also came into office amid high hopes and pledges to change a system and a whole manner of politics. Like Obama, however, their best intentions of changing the way Washington works were overwhelmed in a tide of partisan warfare.


      The state of things in Washington might not trouble so many people if the nation were doing well otherwise. But on Main Street, things are bleak. We have a deep-seated economic crisis—one that, while not matching the Great Depression in unemployment figures in its overall devastation, has in its own way become a unique and almost equally crippling phenomenon. Unemployment and underemployment figures combined reach something in the neighborhood of 18 percent; millions of Americans, middle-aged with dependent children, haven’t worked in a year or more and have lost jobs in industries that won’t be coming back here. In September, the Census Bureau released new figures showing that nearly one in six Americans lives in poverty—a record 46.2 million people. The U.S. poverty rate is the highest of any major industrialized nation.


      Meanwhile, the gap between rich and poor in America is already the largest in the industrialized world. And it continues to grow. Real income for all Americans, except the super-rich, has declined.


      Clearly these problems have had a long foreground; they didn’t just suddenly happen. But for the first time, there is a clear linkage between these crises and the failures of our political system. When the financial crisis hit in 2008 and the federal government responded with the plan to purchase the “toxic assets” of failing banks (what came to be known as TARP), no one was very happy about it—but there was also substantial agreement, at least in the broad political center of the country, that such a systemic rescue was probably necessary. Nobody liked it, but at a certain level, it was accepted. And of course, many still argue today that TARP did in fact save the U.S. financial system.


      I’m not going to take a position on that one way or the other. To me, what is more important is where we are now three years later. The consensus that supported TARP is long gone. The prevailing view now is that our widespread political paralysis has caused the debt and deficit crises we face, along with the structural employment problem, the threat to entitlement-program solvency, and their concomitant effects. Standard & Poor’s, in downgrading the U.S. credit rating for the first time in history in August 2011, made this point explicit: that the United States’ inability to address these woes was a political failure of the system to step up and act.


      That failing system, I submit, more than unemployment figures, debt, or deficits, is the principal reason why so many today believe the United States faces a prolonged period of decline.


      The purpose of this book is to explain why and how this happened. We have become hopelessly divided, not only by the actions of politicians and political parties but also by structural forces, including:


      
        	The concentration of political power in Washington, D.C.


        	The role of fund-raising and campaign money in dominating the political process and thwarting the public will


        	A strengthened party system that enforces ideological obedience at the expense of individual action and bipartisanship


        	The enduring, and growing, power of lobbyists


        	A political system that at nearly every point—from Super PAC money to the redrawing of congressional districts—has become undemocratic and unrepresentative.

      


      These forces, and others, have not just corrupted our politics; they have rendered our politics ineffective, even impotent, in solving any of the important problems the American people face every day. These forces run deeper than either party or any one politician or even presidential candidate. No one person can correct this alone. The problems must be addressed structurally.


      We need fundamental, systemic change. In my concluding chapter, I offer some ideas for solutions that might help us get there. But to be frank, I’ve done that in other books—and I think I have some good solutions, but that’s not my goal here. My deeper interest in writing this book is to set out clearly and definitively the challenge we face as a democratic society.


      The system we have today, as it presently operates, no longer serves the American people. It is neither sustainable nor worthy of a nation dedicated to representative democracy.


      I make no claim to be free from association with this tarnished system—far from it. I’ve worked in the system my whole career, and I’ve benefited from it, even from some of the parts that I complain about. I’ve climbed my share of ladders. Now I want to offer my perspective as an insider, one who knows the system intimately, to make the severity of our present situation clear—as well as how vital it is that we take steps to change it, now.


      That’s what this book is about.

    

  


  
    
      1

    


    
      America on the Brink

    


    
      Washington is home to a vertiginous tangle of industry associations, activist groups, think tanks and communications shops. These forces have overwhelmed the government that was originally conceived by the founders.


      Republican politicians don’t design policies to meet specific needs, or even to help their own working-class voters. They use policies as signaling devices—as ways to reassure the base that they are 100 percent orthodox and rigidly loyal . . . As for the Democrats, they offer practically nothing. They acknowledge huge problems like wage stagnation and then offer . . . light rail! Solar panels!


      —David Brooks, New York Times, June 14 and 16, 2011


      There is an increasingly serious crisis in American politics—a crisis that was rarely discussed until recently yet explains much of the dysfunctionality and dissatisfaction that we see every day. Our system has simply stopped working, and both the politicians and the people know it. Moreover, the political class—political leaders, business elites, and those in the information and technology vanguard—have explicitly come to function on their own behalf. They’ve put ordinary, mainstream Americans in a subsidiary, indeed inferior, position.


      As a result, the political class is very happy with how things are going in America, while everyone else suffers, economically and politically. Ordinary people, regardless of ideology or social position, have come to believe that an unrepresentative, self-interested elite has rigged the system against them.


      To be sure, the public has splintered ideologically. Those on the right want to dramatically reduce the size and scope of government, while those on the left want bigger government, more stimulus, and higher taxes on the wealthy.


      Regardless of ideology, mainstream Americans believe the system no longer works on their behalf; that the American Dream no longer is a reality for them and their families; and that their institutions—those that they were brought up to cherish—have largely failed them and their fellow citizens.


      And the political elite has either tuned out ordinary, mainstream Americans or come up with schemes to manipulate them in a variety of ways. The elite helps politicians of the right and left raise huge war chests for campaigns, support massive lobbying campaigns for special interests, and more frequently, deploy huge amounts of secret campaign funds independently to protect their interests. Moreover, they cater to an increasingly polarized electorate with blatant appeals to the political extremes. They create, facilitate, and maintain electoral rules that play to these extremes.


      The result is an unsustainable system that perpetuates a self-selecting, self-satisfied elite and increasingly alienates a restive and frustrated electorate that substitutes ideology for thought, anger for judgment, and alienation for commitment.


      Something has to give, and soon.


      The Failure of the Political Class


      For the last several years, the American people have withstood one blow after another: a financial crisis, a housing and foreclosure crisis, an unemployment rate far higher than we’ve seen in generations, stagnating middle-class incomes, and a general sense of a declining quality of life and diminished prospects for the future. Substantial percentages of Americans tell pollsters they’ve lost faith in the American Dream. The nation faces a genuinely frightening debt profile, a federal deficit at record highs, states and municipalities near bankruptcy, and no real sense that job recovery is in sight in the near or even distant future.


      In my life, now is the most difficult time I can remember in this country, and it’s made worse by the prevailing sense that our political leaders in Washington, both Republican and Democrat, have no answers for it. One might even conclude, from watching their endless partisan squabbling and failure to come to compromises on monumental issues, that they feel it might not be in their interest to find answers—as if the system they’ve set up, painful as it has become for everyone else, is serving them rather nicely, thank you very much.


      In fact, that’s how most Americans do tend to see it.


      What else should they conclude about a system in Washington which, in summer 2011, held a gun to the head of the American economic and financial system with an absurd, incredibly destructive battle over raising the federal debt ceiling?


      Never before had the U.S. government seen anything like it: a battle to the finish between the two parties over what had been, for decades, a routine transaction: raising the nation’s credit limit so that it could continue to make payments to the creditors of its national debt, not to mention fulfill a host of other obligations. At the eleventh hour an agreement was reached, but the damage was done: Standard & Poor’s, citing dysfunction and rampant partisanship in Washington, downgraded the nation’s credit rating for the first time in American history.


      Even that wasn’t the end of it: barely a month and a half later, the two parties were at it again. This time, the issue was provisions for disaster relief in a short-term government funding bill known as a Continuing Resolution—again, a fairly routine mechanism in Washington. Democrats wanted to insert the higher funding number from a Senate version of the bill, while Republicans insisted that any increased funding had to be offset by spending cuts. Inside baseball? Normally, yes—except that, just like in the debt-ceiling fight, both sides refused to budge. Without a deal, the federal government would have shut down. Once again, Americans watched as their elected representatives spent most of their energy on partisan warfare instead of bipartisan solutions.


      And so Americans have lost almost all confidence in their political institutions, especially the two parties—Democrat and Republican—that have been at the heart of the political system for over 150 years. Americans see in the two parties little but partisanship, self-interest, ideological obsession, and a prevailing desire to hold on to power at all costs, including the cost of national interest. They view government as being insulated from the problems of ordinary Americans, almost solely responsive to organized special interests or to financial elites. An ABC News poll in June 2011 found 69 percent of those polled described themselves as dissatisfied or even angry with the way the federal government is working. Less than one in five has any confidence left in government. Some 70 percent of Americans believe the nation is on the wrong track.


      Perhaps most striking of all, millions of Americans have lost their faith in the American Dream. They no longer believe that, under the current system, their children will enjoy the same opportunities. I’ve seen this in my own polling. In an April 2011 poll of unemployed and underemployed men I conducted for Newsweek and the Daily Beast, 42 percent of respondents said that they felt the American Dream was out of reach for them; 18 percent said they weren’t sure. About 75 percent said that they didn’t have the money to live the way they wished, while 65 percent said they had tapped their retirement savings to get by. Last fall, an ABC News/Yahoo poll’s findings were similar. Just half the respondents believed that the American Dream still existed, while nearly the same portion said explicitly that it was a thing of the past. Not surprisingly, those who earned over $75,000 had the most confidence in today’s American Dream.


      The implications of such an outlook cannot be overstated. It goes to the fundamental nature of the crisis we face today, the observable fact that for millions of Americans, the system no longer works. If the only demographic group that retains belief in the American Dream is the wealthy—and even then, by not much of a majority—then the American meritocratic ideal has clearly fallen on hard times.


      Those hard times have eaten away at a defining American trait—optimism—both in the short and long term. Consider the findings of a Newsweek poll conducted by my firm, Douglas E. Schoen, LLC, in May 2011:


      Three out of four people believe the economy is stagnant or getting worse. One in three is uneasy about getting married, starting a family, or being able to buy a home. Most say their relationships have been damaged by economic woes or, perhaps more accurately, the dread and nervousness that accompany them.


      As our Newsweek survey demonstrated, the magnitude of the nation’s problems, combined with the vacuum of leadership, has had a debilitating effect on American confidence in the future and on the core values and principles of our society.


      Though I can’t prove it, I’d be willing to bet that throughout American history, in good times and bad, there has never been a time when a majority of Americans didn’t believe that the future held great promise or that their children wouldn’t have the chance for a better life. Until now.


      Unfortunately, this widespread despair is grounded in troubling realities. Consider the situation we face:


      
        	A national debt of over $14 trillion


        	A federal budget deficit projected to reach $1.5 trillion in 2011, the highest in American history


        	Our major entitlement programs—Medicare, Medicaid, and Social Security—headed toward bankruptcy


        	An exploding wealth gap between the rich (and super-rich) and the poor: 14.5 to 1, nearly double the 7.69 to 1 figure from 1968, according to the 2010 census


        	Failing education and health-care systems and crumbling infrastructure


        	Falling living standards for millions in the middle class, with no hope for improvement


        	An unemployment rate still holding at 9 percent

      


      The problems confronting the country today are quickly becoming immediate threats to our well-being, both in the short and long term. Look no further than our frankly terrifying debt picture: a spring 2011 report from the Peterson Institute for International Economics estimates that the nation’s debt as a percentage of GDP, which currently stands at 65 percent, will surge to 155 percent in 2035 under a “best-case” outlook, while a darker projection would have it reaching 302 percent of GDP. The Peterson Institute report—which notes that “debt ratios of around 200 percent of gross domestic product are at the extreme limit of what advanced economies can experience without becoming destabilized”—reads like a description of a slow onset of Armageddon.


      Meanwhile the Federal Reserve System (the Fed), writes esteemed financial market analyst Martin Weiss, is printing money around the clock, doubling the nation’s monetary base in just the last two years. Fed chief Ben Bernanke, Weiss writes, “has made it crystal clear that he will continue burying the world in newly created dollars to finance our record federal deficits.”1 The result is that global investors are dumping dollars on a massive scale, and the IMF is considering going off the dollar as the world’s reserve currency. Weiss warns of consumer prices exploding in the near future.


      While alarmism is never helpful, it must be said that the United States faces issues truly disturbing in their magnitude and severity. And Washington’s inability, or unwillingness, to put forth genuine solutions makes the situation even more dire. When the parties do focus on major problems, they either cannot articulate rational solutions or they become mired in partisan warfare, falling back on reckless ideological positions.


      Mainstream Pain, Elite Prosperity


      This loss of faith in the American Dream underscores the other fundamental source of division between the mainstream and the political class. Besides seeing the world very differently, the two groups are also faring very differently in today’s economy: one group is prosperous, while the other, for the most part, has been engulfed in economic distress matched only by the Great Depression. Within the mainstream, the economic suffering is acute, broadly dispersed, and chronic. The Great Recession, as it has been called, might be, given different historical eras and economic structures, equal to that calamity or even worse. To give a brief picture:


      
        	The United States has lost a net $7.7 trillion in household wealth since the meltdown, and Americans’ home equity has declined 35 percent.


        	As of September 2011, six million Americans have been out of work for twenty-seven weeks or more; in summer 2010, some 4.7 million Americans had been out of work for over a year.2


        	The unemployment rate jumped 102 percent from 2007 to 2009.


        	One in five Americans is either unemployed or underemployed.


        	One in eight mortgages is in default or foreclosure, and millions more homes are on the brink.


        	One in seven Americans is on food stamps.


        	The U.S. median household income declined $2,241 from 1999 to 2008—even before the start of the Great Recession.3


        	The price of a college education, meanwhile, has grown 467 percent since 1985, putting higher education out of reach for many middle-class students and burdening others with crushing debt.4

      


      No wonder a recent poll showed that nearly half of Americans surveyed believe the nation is in a depression. And 44 percent, according to an NBC/Wall Street Journal poll in June 2011, believe that the nation is headed back into recession.


      Meanwhile, corporate earnings are at their highest in history—according to the New York Times, fourth-quarter 2010 profits at American businesses were up an astounding 29.2 percent, the fastest growth in more than sixty years. Collectively, American corporations logged profits at an annual rate of $1.68 trillion. Since 2007, Wall Street profits have risen 720 percent. The top one-hundredth of one percent of households now makes an average of $27 million per household (the bottom 90 percent of American households makes an average of $31,244). While families dissolve under the blows of unemployment, while fifty-something professionals look in vain for work and college graduates work odd jobs in lieu of entry-level professional positions that can help them pay down their loans, the political class keeps cashing in—whether in Washington or on Wall Street.


      Those most directly responsible for the 2008 financial crisis have gone unpunished, often rewarded with more lavish payouts and positions of leadership. The insiders’ club continues to thrive; its members have made full recoveries from the financial meltdown and the Great Recession—if they were even thrown off stride at all.


      Just consider the fate of the leadership of Fannie Mae, the federal mortgage broker whose liquidity crisis—and bailout—has so far cost taxpayers $162 billion. Tom Donilon, who served as general counsel of Fannie Mae, is now President Obama’s national security advisor. Bill Daley, who served as a director, is the president’s chief of staff. Franklin Raines, the disgraced CEO, left Fannie Mae with a golden parachute valued at perhaps as much as $240 million. Neither he nor anyone else associated with the Fannie Mae scandal has had to give any money back, let alone face any civil or criminal charges.


      But while Fannie Mae went bust, Americans were evicted from their homes, and personal bankruptcies and foreclosures reached record highs. With that trail of destruction left behind them, the political class is only further enriched, empowered, and in effective control of government.


      What the electorate sees when it looks at Washington is a political class that, over the last decade especially, has consistently made decisions on the great issues of the day that benefit the wealthy, the powerful, or the politically connected. No event of recent years has provoked this response more vividly than the government’s handling of the financial crisis.


      To be sure, what the political leadership in Washington faced in the fall of 2008 was truly daunting: nothing less than the threat of a systemic meltdown of our financial system. Some, like Federal Reserve chairman Ben Bernanke, told Republican and Democratic lawmakers that failing to act risked a Great Depression scenario. And three years later, it’s certainly possible—though probably not provable—that what the federal government did in enacting the Troubled Asset Relief Program (TARP) and bailing out firms such as AIG, Bear Stearns, and Goldman Sachs really did prevent just such a scenario.


      As far as mainstream Americans were concerned, though, the government was coming to the assistance of the very actors who had helped create the crisis (as it would later come to the aid, under President Obama, of some other groups whose worthiness was hotly contested—auto workers and public-sector employees among them). Further, poll data show clearly that the steps the federal government took in fall 2008 were opposed by the broadest cross section of Americans—the American mainstream. Yet the political class went ahead anyway, with barely a pretense of consulting their constituents.


      All of this helps explain why millions of Americans now question the system itself and no longer believe that the political parties, in their current form, are capable of solving our most pressing problems. Republicans and Democrats seem to expend far more energy on politics than on problem solving; partisanship trumps everything in a system increasingly resembling, as former Republican congressman Mickey Edwards wrote in National Journal, “a battle between warring tribes.”


      Another lobbyist put it this way:


      The legislative calendar used to be set up in a way where elected officials were in town, got to know their colleagues, and built broad-based bipartisan coalitions. That doesn’t happen anymore. Today it is all about partisanship, political battles, and most of all, fundraising, 24/7. It makes it much harder for me to even reach them unless I have money at my disposal to get them to come, sit and pay attention. Other than that it is politics, politics, politics with bashing the other side at the top of the list.


      It’s unlikely that there has ever been such a wide disconnect between elected officials and the people they are elected to represent. As a result, there is real doubt, for the first time since the Great Depression, in our democracy’s ability to meet the needs of the American people—let alone to maintain our position as a preeminent world power.


      Worst of all, there is an overarching sense of national decline—economic, financial, and social—and a sense that, if we don’t analyze our problems systematically and begin to address them, we might be headed for something much worse than that. As U.S. News & World Report publisher Mortimer Zuckerman wrote in June 2011:


      A new generation is coming of age that looks over its shoulder and sees a government in disarray, unable to make the wise and tough decisions to get things done and instead passing them off to some other body or future generation. Too many of us see a political leadership that lacks the character or capacity to build a consensus for the kind of constructive bipartisan compromise we have known even in fractious political times.5


      The forces driving the polarization today are rooted in the parties themselves. Compromise has become virtually taboo in Washington because the parties have been captured by ideology, special interests, and—most of all—political money.


      How Partisanship Transformed American Politics


      America’s two-party system was once the envy of the world. We evolved a system in which Democrats and Republicans shared power in Congress and fought contentious and spirited elections for legislative and executive seats but also worked across the aisle to craft bipartisan solutions to the most pressing challenges. Moreover, the parties were subject to the will of the people: most candidates could not hope to win office without campaign donations from a substantial, broad-based section of the electorate—from blue-collar workers to professionals, college students to the elderly, urbanites and suburbanites to rural residents.


      As I’ll detail at length in a later chapter, all of this has fundamentally changed. A system once responsive to changing issues and changing tides of public opinion has become a massive, supremely powerful organism that exists to serve itself.


      At the center of the story is campaign money—money to an extent never before seen in American politics. The kinds of money that candidates now raise through outside donors has become the most important source of funding for their campaigns, much more important than the old-fashioned individual donations that once powered campaigns and tied candidates to their constituents.


      For a few years, culminating with Barack Obama’s campaign in 2008, it looked as if the Internet might change this dynamic in its ability to attract individual donors and inspire “viral” public campaigns to raise funds for inspiring candidates. The Internet retains significant democratizing potential, and it’s particularly potent for candidates with strong ideological appeal, like Republican congressman Ron Paul. But the battle uphill is much steeper now in the wake of the Supreme Court’s landmark 2010 decision in Citizens United, which legalized unlimited independent expenditures to support or oppose federal candidates, effectively removing restrictions on political donations by corporations or unions. Then in May 2011, a Virginia federal judge ruled that the ban on companies contributing directly to federal candidates is unconstitutional. These decisions swing the balance heavily back in the direction of big money in politics. Often, this money comes from undisclosed sources.


      It’s true, of course, that President Obama historically tapped popular donations for his successful 2008 presidential campaign. He brought in a record amount of funding from ordinary Americans, but that didn’t change the fact that his campaign was bankrolled by the same kinds of special-interest money that every modern candidate requires—including boatloads of Wall Street cash. (And in a clear sign that his team is ramping up for the 2012 presidential race, representatives of the Obama campaign held a closed-door meeting in spring 2011 with Wall Street donors—some of whom, like JPMorgan Chase’s Jamie Dimon, have expressed disillusionment with the president.) Given the way the game is played today—with analysts estimating that Obama might spend $1 billion on his reelection campaign—candidates have little choice but to seek out the richest, most powerful donors.


      On the Democratic side, which includes public-employee unions, who have essentially made the Democratic Party into their own subsidiary, exercising unprecedented power over the election of politicians who will then determine their pay, benefits, and job security. On the Republican side, the relationship between party elites and financial and business-interest groups is every bit as lucrative, and every bit as corrupt. The party can’t afford not to pay heed when major donors urge relaxation of financial regulations or when private health insurers push for the loosening of restrictions under the new health-care law.


      The pervasive and accelerating influence of campaign money has fundamentally transformed our politics, changing the dynamic of how politicians spend their time, how they see themselves, and, certainly, how they cast votes. This is because the campaign money comes from donors who expect specific results for their cash. Instead of receiving large sums from an aggregate of the population, the candidate receives money from special interests, whether in the financial industry, ethanol industry, Big Pharma, oil, automotive, or others. Or the candidate gets money from unions, professional organizations like the AMA, or social or civil-rights organizations. It’s pay to play: buy off your representative, and get results.


      One implication of monied politics is that our representatives are beholden to their funders in a way that separates them from their constituents. Another implication, related to the first, is that this dependence on special interests exacerbates partisanship and ideological polarization among elites. Since big-money donors and special interests don’t represent anything like a broad swath of the electorate, their expectations distort the process. And the special interests, whether public-sector unions or industry lobbyists, have perfected the art of political activism and pressure to ensure that favored candidates stay on the right side of their issues.


      Every sign going forward is that the political system will grow even more polarized, the two parties will be even less willing to put forth constructive solutions, and candidates will defer only to those willing to spend the most money—paying less and less attention to ordinary voters. With the possible exception of the Gilded Age, I’m not sure the United States has ever faced a time when, to such an extreme degree, the nation’s political system has been so captured by outside money—and the system’s workings so obviously put to the use of those who either write the checks or cash them.


      The capture of the two parties by political money and interest groups has fostered the ideological and partisan obsessions driving both parties to political extremes—and alienating the electorate. There are other factors, too, including the party primary process, which encourages and facilitates the selection of candidates well to the right or left of most Americans. Congressional redistricting has made it easier for the parties to redraw the map of the country into “safe” districts for one party or the other—thereby diminishing, if not eliminating, the need for candidates to find common ground with the broader electorate.


      It creates what we see in Washington on issue after issue: paralysis. There is no agreement on a single major issue facing the nation, several of which are approaching emergency status. There is no common ground, no bipartisanship. In fact, the very notion of bipartisanship has been sullied by the behavior of the political class. Instead of cooperating, the parties just play to their bases.


      The Bush/Obama Decade


      The factors I’ve just cited are, I believe, essential to understanding how the political parties have run so far aground. At the same time, however, politics can never be separated from individuals whose leadership, for good or ill, can shape the environment in which these forces operate. In the American political system, no figure has more of that kind of influence than the president of the United States.


      One of my arguments in this book is that the last decade in American political life has created an unprecedented breakdown in the compact that once existed between Americans and their political leaders. In fact, the compact no longer exists. Two presidents helped destroy what was left of it: George W. Bush and Barack Obama.


      Bush ran for president as a so-called compassionate conservative. He was a conservative who understood social sympathy, entitlement programs, and bipartisanship. He famously ran as “a uniter, not a divider.” It’s hard to think of another presidential slogan that became more discredited—unless you consider that Bush succeeded, by the end of his presidency, in uniting most of the country against him.


      Bush championed enormous tax cuts for the wealthy, which most economists agree did little or nothing to stimulate economic growth. He created a massively expensive new entitlement, the Medicare prescription drug program. He launched a war of choice in Iraq which, nearly a decade later, has cost the nation three-quarters of a trillion dollars and has no clear resolution in sight. He attempted to privatize Social Security, successfully gutted a generation’s worth of sensible regulations—from environmental protection to financial policy—and showed little if any interest in curbing the growth of federal spending, which rose steadily on his watch. Then, in the fall of 2008, Bush engineered the financial bailouts. By the end of his two terms in the White House, Bush had approval ratings comparable to Jimmy Carter’s.


      No wonder, then, that Barack Obama ran so successfully as a candidate who would bridge the partisan divide. We’re not Red or Blue, he famously said, we’re American. That was music to the ears of millions, who wanted the conciliation Obama promised just as they had embraced Bush’s pledge to “change the tone in Washington.” In an election year in which Bush’s Republicans were bound to be punished for his policies, Obama won easily, becoming the nation’s first African American president—a potentially transformative, unifying moment in the nation’s history.


      But Obama proved just as partisan as Bush. His demeanor differed from Bush’s in that he was more cerebral and deliberative, but the results were a Democratic mirror image of Bush-era partisanship: Obama pushed the most divisive piece of social legislation in the last half-century, the Patient Protection and Affordable Care Act (also called, usually derisively, Obamacare). The bill earned not a single Republican vote and made it through Congress only through hardball parliamentary tactics. It has faced a range of legal challenges ever since and may yet be repealed. Majorities favor doing just that.


      With health-care reform, Obama managed to drive extreme responses from both sides. By initiating such an ambitious government program, he provoked impassioned opposition from the right’s antistatist voices. But by failing to deliver health care as a single-payer, government-guaranteed program, he sparked a populist uprising on the left—especially as it contrasted, in the left’s eyes, with record Wall Street bonuses and pay, massive rounds of housing foreclosures, and crippling rates of unemployment and underemployment.


      The president’s nearly trillion-dollar stimulus didn’t really stimulate the private-sector economy. It did save the jobs of public-sector workers and fill the pockets of democratic interest groups—and it did help give birth to the Tea Party movement, which became a major force on the right, as the 2010 midterm elections showed. Finally, Obama continued the Bush-style bailouts, rescuing General Motors and propping up major banks through the policies of Treasury Secretary Tim Geithner. On the left, howls for redistributive policies only increased. Left-wingers accused Obama of abandoning their agenda, and they have dug in harder than ever, pushing an almost religious commitment to higher taxes on the wealthy along with other cherished causes. They have embraced the Occupy Wall Street movement and have sought to associate themselves with the core analysis of the protesters—standing up for the 99 percent against the 1 percent. While the protesters themselves may well represent a fringe movement, the sense of disproportionate treatment of the rich versus the poor and working class is something that is firmly etched in the American consciousness regardless of ideology or worldview.


      I’ll examine this more closely in my chapter on left-wing populism.


      Nearly three years into his term, Obama occupies a position similar to Bush: he gets few, if any, votes from the opposing party on just about any initiative. He polarizes the electorate. Whether he intended to be or not, he is seen as deeply partisan, as Bush was before him—a figure not willing to compromise with the opposition.


      Under these two presidents, the Republican and Democratic parties have become almost uniformly partisan, unable and unwilling to make deals in the time-honored fashion of the past. There are no deals, because there is no agreement. Within the political class, everyone is dug into the trenches. And so, over the last several years, the American people have started digging in, too.


      Division in the Mainstream: The Populist Revolt


      My Fox News colleague Pat Caddell summed up extremely well the discontent ordinary people feel about the way politics in America works right now:


      The language, the discourse of politics right now has nothing to do with the way people feel. If you listen to these two parties talk about issues, about Medicare and etcetera. They’re in it, it seems, to preserve their jobs. Somebody is going to get up and start talking the way Donald Trump did. About China, about “we don’t have work here.” Someone’s going to get into this whole Wall Street thing. The Fannie Freddie scandal, the looting of the country, the bailouts. And it’s going to appeal to a coalition of people that don’t fit the normal context of politics. (pollster Patrick Caddell, Fox News, June 12, 2011)


      Ordinary Americans have responded to the extreme polarization in Washington by either becoming cynical and disengaged—withdrawing from the process completely—or by embracing more extreme solutions in the form of left- and right-wing populism. Seeing no answers coming from Washington, ordinary Americans have reached out for solutions that seem to make sense in the vacuum of leadership. We often hear that the American people are polarized, and that’s true—just look at the last decade’s presidential maps—but our popular divisions have been driven and deepened by divisiveness in Washington.


      In fact, the partisan and ideological polarization so embedded in our politics today works something like a feedback loop. It is a dynamic, not static, process. Start with the division between the political class and the mainstream that I’ve described, a substantial portion of which is driven by the polarization between elites, which in turn leads to political paralysis and alienation of the electorate. Americans’ mounting frustrations with chronic problems that go unsolved, and their disgust at a self-serving political class, drives them to seek solutions of their own—and these solutions vary. In short, they can be broken down into left-wing and right-wing populism: one side that calls for wealth redistribution and increased government oversight of the private sector, while the other calls for a much smaller government across the board. Both sides want an end to Washington’s symbiotic relationship with Big Business and financial elites.


      As we’ve seen over the last several years, the clashing visions of left- and right-wing populism create further polarization—the sense that the American public itself is splitting apart. Seeing this increased political strength coming from the most adamant parts of the ideological spectrum, Republicans and Democrats redouble their efforts to stay ideologically pure, thereby capturing votes of the energized populists and other elements in their “bases.” And on and on it goes, polarization feeding upon polarization.


      On the right, for example, the Tea Party has in just a few short years attained veto power within the GOP. If you’re not squared up with them, you’re not going far in today’s Republican Party. Right-wing populists also include the supporters of Ron Paul and the devoted following that antipoliticians such as Sarah Palin and Michele Bachmann enjoy. The brief presidential fling of Donald Trump, as well, owed to a populist message—blunt talk about Chinese trade policy, for example—that appealed to many on the right.


      On the left, we see reinvigorated union activism especially in response to battles with state governments on employee benefits, as in Wisconsin and Ohio—exemplified by the better than 63–37 vote to overturn the new collective bargaining law in Ohio—as well as a renewed policy push for wealth redistribution in late 2011, stimulated and facilitated in substantial measure by the Occupy Wall Street movement.


      Intellectually, Robert Reich typifies this impulse with his calls for restoring the 70 percent top-income tax rate. The left has also dug in its heels on almost any kind of entitlement reform, as if “saving Medicare” without changes to the system were somehow possible. Environmentalists and foreign-policy isolationists have also been increasingly emboldened on the left in recent years, pushing for, respectively, a hugely expanded role for the EPA and a retreat from American leadership in the world. Democratic Party special interests, like the groups that pushed hard for health-care reform, have shown a renewed power and strength that they did not possess in the centrist Clinton years.


      The important thing to remember about the electorate’s turn to populism is that it is a symptom, not a cause, of partisan polarization in Washington. It is the ideological obsessions of the political class—so crystallized over the last decade in the Bush and Obama presidencies—that have led to the fundamental loss of faith in the system. And it is this loss of faith in the system that has driven the partisan divide at the popular level.


      These are, in the end, two distinct universes. The loss of popular confidence in our political system intensifies and exacerbates a popular political divide, because people with no faith in their leaders are bound to come to different conclusions about what should be done. It all starts at the top, with a political class that is no longer self-correcting, only self-perpetuating.


      Where Are We Headed?


      We’ve become essentially Two Americas: the political class and the American mainstream. In the 1960s, we famously heard about the problems of the Other America. Back then, this term referred to the problems of those who lived in rural poverty, particularly in Appalachia. Nearly fifty years later, most of the American mainstream has become the Other America to our ruling elites—a world they have little genuine contact with and barely understand.


      This rift between ordinary Americans and the political class is the key, I believe, to understanding why our democracy no longer works. Though it has been discussed from time to time, it has never been analyzed and understood fully. That’s why I wrote this book. I believe the political mainstream/political divide is at the heart of our problems today and that we need to understand it better—to get a sense not just of the 2012 election, but of the longer-term implications for American politics and indeed, American life.


      It has become an American political cliché to say that an approaching election is the most important of our lifetimes. We’re bound to hear the same thing about the 2012 election. Whatever the validity of that claim, most Americans won’t need much reminding about how high the stakes are.


      The last decade in this country has been, by any accounting, enormously difficult for most Americans, and there is little sign at the moment that this is about to change. No matter which party and candidates prevail this November, they will have to face challenges of rare scale and magnitude. As bad as these problems are, however, they tend to obscure the underlying pathology that is eating away at the viability of our political system.


      We’re in a crisis for our national identity and future. No one knows what’s coming next, or whether anything or anyone can break the polarization that has paralyzed political leadership in Washington and divided the American people. As divisive and hostile as our political dialogue often is, one can still hear within it, especially at the popular level, the desire for unity as Americans.


      September 11, 2001, and the days and months afterward, as awful as they were, showed how deeply those desires ran. Three years ago, when Barack Obama was elected president, the nation had a moment again to savor and reflect. Even though millions hadn’t voted for him, only the most hardened partisans could fail to acknowledge the historic implications of America electing a black man as its chief executive. It was difficult not to feel pride that night. And in spring 2011, nearly ten years after 9/11, the brief but joyous celebrations that took place across the country when Osama bin Laden was killed by U.S. forces showed, again, that the American people devoutly wish for this kind of national unity.


      I am by nature an optimist, and I don’t think things are hopeless by any means. But breaking through the polarization is going to be a very daunting challenge.


      Three years ago, when Obama was elected, people felt a surge of hope not just because of his historic significance but because of the kind of campaign he’d run: hopeful, uplifting, optimistic, deeply American in every good sense—and capped off by an explicit pledge to bridge the political divide. It didn’t happen. Not even close.


      Before Obama, George W. Bush promised compassionate conservatism only to stand by and let Karl Rove and others push hard-right policies that alienated a full half of the electorate from the get-go.


      As I described briefly above, and will show in more detail in this book, there are strong, almost gravitational, forces driving the parties to behave and govern in this way. Examining all of the forces at work and the groups involved is essential to formulating a coherent analysis of what has brought us to this point and what the future might look like.


      In the next chapter, I’ll delve much more deeply into the political class/mainstream divide. I’ll describe the political class in detail—who’s in it, what characterizes its members, how it thinks and operates, with examples from recent history. I’ll show how the divide is widened by the political class’s consolidation of power and influence, and I’ll describe some of the issues and events of recent years that have widened the gap—including the Great Recession and financial crisis, growing income inequality, and the corrosive effect of partisan politics and campaign money.


      In chapter 3, I’ll take an up-close look at the gap between the American mainstream and the political class on a host of issues—using mostly my own proprietary polling data. In chapter 4, I’ll briefly describe how this Great Divide has left the American mainstream grasping for political answers—and finding them, increasingly, in a reawakened populism, whether of the left-wing or right-wing variety.


      Chapters 5 through 8 will examine this new populism from both sides of the ideological spectrum. In chapters 5 and 6, I’ll look at the principles that motivate left-wing populism and look at some recent history that has prompted a populist upsurge on the left; then I’ll show how the left-populist impulse works in Washington today and the pressure it puts on the Obama administration to meet lofty progressive expectations. In chapters 7 and 8, I’ll examine the principles that underpin right-wing populism and discuss how this conservative disposition reawakened in the waning years of the Bush administration and then exploded in reaction to the financial bailouts and Obama’s stimulus and health-care initiatives. Then I’ll analyze its power and dynamics on the current scene, in which the Tea Party has become perhaps the central player in GOP politics.


      Of course, not all Americans are left-wing or right-wing populists. What about everyone else? In chapter 9, I’ll briefly profile the Independents, a segment of the electorate generally recognized as the largest—and the one that might be the angriest, too. Neither party can win without them; and neither can count on them, either, as Independents have swung radically over recent years, consistent only, it seems, in their discontent.


      Finally, in chapters 10, 11, and 12, I’ll examine in depth some of the means by which the political class has gained, maintained, and increased its power over the years. With a chapter each on money in politics, lobbying, and redistricting, I’ll describe a system that, contrary to popular image, works rather efficiently—the problem is, it only works for its insiders, not its constituents.


      In my conclusion, I’ll share some reflections on the urgency of our political predicaments from my own perspective of a long career in political consulting. Whichever policies we choose to support going forward are less important than an honest recognition of the crises that we face.


      Understanding the issues this book examines is one step, I believe, in recognizing this reality. Only by doing so can we begin to restore the viability of our democratic system.
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      The Mainstream/Political Class Divide

    


    
      And in fact Republican and Democratic office holders and their retinues show a similar presumption to dominate and fewer differences in tastes, habits, opinions, and sources of income among one another than between both and the rest of the country. They think, look, and act as a class.


      —Angelo Codevilla


      Of all the problems the United States faces today, the most ominous is one rarely named: the massive divide between citizens and their leaders.


      In June 2011, with the American economy struggling under an unemployment rate of 9 percent, Rasmussen Reports asked people if they agreed with this statement: “The gap between Americans who want to govern themselves and politicians who want to rule over them is now as big as the gap between the American colonies and England during the 18th Century.”


      Forty-five percent of all likely voters, and 55 percent of what Rasmussen defines as mainstream voters, agreed with that statement. In a May 2011 Rasmussen survey, 60 percent of all voters said that the U.S. government did not have the consent of the governed.


      Think about those numbers. They reflect a deep-seated, corrosive loss of trust in the political institutions that have defined American representative democracy. By one central criterion—does the system serve the people?—our own political system has stopped working, at least for most of us. For a select group of political and financial elites, the system works just fine.


      The federal branch of our two-party democracy has become a system that by its very nature cannot find solutions to major issues, from record deficits to a debt crisis to massive unemployment. Neither party has a serious jobs agenda, even after three years of debilitating unemployment rates. These problems and others are simply not adjudicated; they are hidden beneath blizzards of partisan warfare or obscured by temporary fixes or half measures that fool no one. The struggles of millions of Americans with stagnant incomes, lost jobs, soaring education costs, and continuous rounds of housing foreclosures count for little beside the machinations of a political class that puts its interests ahead of ordinary people.


      Before I go further, I should say that I’m quite aware of how strong, and perhaps even extreme, these words sound. I’ve never been an alarmist. In nearly forty years working in politics as a consultant and pollster to members of Congress, senators, governors, and presidents—and for Republicans as well as Democrats—I’ve always been a proud centrist, someone who believed in our system of free markets and free enterprise and in the United States taking an active and leading role in the world. I’ve never thought much of “us against them” arguments, whether they came from left-wing unionists or right-wing social conservatives.


      But over the last several years, I’ve become alarmed by the failures of our system to address both the broad issues facing our federal government and the everyday hardships of average Americans. I’ve reluctantly concluded that the problem is not about individuals or parties. It’s a problem of an entire system. The American ideal of a citizen government has been overrun by elite-driven government. This would be bad enough philosophically, but it also happens to have real-world effects: vital issues are allowed to fester until they become existential crises and a citizenry loses both its standard of living and its trust in our political and economic system.


      It is a system awash in political cash, a system that continues to reward insiders and do their bidding to the exclusion of ordinary people. It is a system that rewards reckless corporate behavior with government bailouts while doing little if anything to assist middle-class Americans trying to stay in their homes. It is perpetuated by a revolving door between the private sector and Washington that links most of the same people to one another. They forge alliances that come in handy when the going gets rough—like, say, in the fall of 2008, when having a former Goldman Sachs CEO, Hank Paulson, serving as Treasury Secretary proved a lifesaver for not only current Goldman CEO Lloyd Blankfein but also for most of the Wall Street establishment. It didn’t work out so well for Main Street. In 2010 alone, 3.8 million Americans foreclosed on their houses. But since 2007, with the exception of minor players like hedge-fund entrepreneur Raj Rajaratnam or Goldman Sachs trader Fabrice Tourre, no principal figure in the housing bubble or financial crisis has been prosecuted.1


      That almost no one could be brought to account for what the nation has suffered in fraud and deception underscores the fundamentally self-dealing nature of the system. Angelo Mozilo, CEO of Countrywide Financial and one of the leading purveyors of the subprime disaster, is as good an example as any. Although charged by the SEC with insider trading and securities fraud, Mozilo faced no criminal charges, paying civil penalties in a private settlement with the Commission. Numerous politicians in Washington over the years, including Connecticut senator Chris Dodd, have received sweetheart mortgage financing from Countrywide. The company placed Dodd and others into a program called “Friends of Angelo.”2


      Dodd was chairman of the Senate Banking Committee at the time. You can find examples of insider dealing like this behind most of the crises and scandals of recent years: a collaborative nexus between regulators and regulated, government and business, colluding together for their own benefit while taxpayers pay the cost.


      That so many in Washington and on Wall Street weathered the storms of recent years—the rich getting richer, income inequality in the United States reaching record levels—suggests a system run by and for the wealthy that has effectively bankrupted the rest of the country. The housing crisis, the financial crash, the Great Recession, the loss of millions of manufacturing jobs—we’ve seen one devastation after another, yet those in positions of privilege and power have flourished. The underlying causes remain unsolved, threatening greater crises to come.


      The Republican and Democratic parties have done so little to address this dysfunctional, collusive culture because, for the most part, they’re part of it. Their members spend their energies courting wealthy donors, political-action committees (PACs), and powerful special-interest groups. While these groups—from NARAL, Emily’s List, and labor unions on the left to the NRA, the Club for Growth, and Goldman Sachs on the right—don’t represent the broader electorate, they have increasingly large resources that have enabled them to skew the political process and drive the nation apart. Other organizations—called 527s or 501(c)(3)s after the section of the U.S. tax code that allows them to organize—operate outside the scrutiny of the normal electoral process and can raise unlimited funds to influence campaigns and outcomes. In fact, some campaigns are now funded by more outside, secret money than money from either the candidate or the party committees. The days of candidates raising their own money based on levels of overall popular support are long gone.


      And behind the parties and their PACs operate a select network of “super elites”—wealthy and powerful individuals who exert inordinate influence on our politics.


      Super elites like the Koch brothers, for example, have donated over $100 million to right-wing causes over the last several years, along with tens of millions through their various organizations, such as Americans for Prosperity, which have played an important role funding campaign ads against Democrats and advocating favorable deregulatory policies for fossil-fuel industries. On the left, George Soros, the billionaire chairman of the Open Society Institute, has spent millions to defeat Republican candidates and push left-wing positions on drug legalization, assisted suicide, and health-care reform.


      No wonder, then, that most Americans view both parties as undemocratic. They have little opportunity to gain access to a closed system and get their voices heard. Millions have become disillusioned, cynical, or angry, and many have embraced populist answers on the far left or far right of the spectrum. A crucial dynamic underlies all of this: the profound division between mainstream Americans and a governing elite, what I along with many others call the political class.


      America is a divided country, but not in the way you usually hear. The fundamental divide is not Red versus Blue, or Republican versus Democrat. The divide has to do with an unbridgeable gap between those in positions of power and influence—especially in politics and business—and everyone else on the outside looking in. There is the America of Washington D.C., which is satisfied with the two-party system, and there is the America of the rest of the country, where three-quarters of the people are unsatisfied with the state of their country and deeply worried about their future.


      On one side, we have the vast American mainstream, the most varied electorate in human history. They believe in hard work, the rule of law, free enterprise, self-governance, and a general principle that Americans should be free to do as we wish so long as we’re not hurting someone else. They are liberals and conservatives, libertarians and progressives, Tea Party members and unionists. They have struggled mightily over the last decade against stagnant incomes, diminished employment prospects, and perhaps most of all, a sense of powerlessness—a belief that those in positions of power and privilege hold all the cards and couldn’t care less what they think or want. They see the political class with remarkable unanimity, as elites motivated by little but self-gain. They see big government and big business, despite their adversarial rhetoric, as allies, united against the will and interests of the American people. And on a host of the most important issues facing the country over the last few years—from TARP to the Wall Street bailouts, from the auto bailouts to health-care reform—they stood firmly opposed to the political class.
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          Figure 2.1. National survey of 1,000 likely voters in July 12–13, 2010.

        

      


      On the other side is a governing class in Washington increasingly insulated from public accountability, while a financial elite, what some call a “super class,” not only enjoys the fruits of prosperity but also increasingly puts their wealth to work in shaping political outcomes. Instead of serving the public, these elites have set up the system so that our laws and political processes serve them.


      I don’t believe that the United States can continue indefinitely under a system that divides us into such stark categories of rulers and ruled. The divide between the political class and the American mainstream explains, I believe, the dysfunctional, angry, polarized state of our politics today. On a multitude of issues, the two sides are irreconcilably opposed.


      To begin with, on that Rasmussen question about the gap between Americans and their leaders being as great as during Revolutionary times, 0 percent of the political class agreed—while 95 percent disagreed.


      What Is the Political Class?


      In my 2010 book with Scott Rasmussen, Mad as Hell, we briefly summarized the nature of the political class:


      This exclusive club comprises chieftains in business, government, and the media, who manage the public and private sectors, and for whom our system is fundamentally rigged. They control the nation’s banks, think tanks, the flows of news and information, and virtually every lever of power and influence across society. They attend elite schools, are members of elite organizations, and operate within insular social circles.


      Because of their extraordinary and concentrated power and the sophistication of the industries they manage, the odds are tilted obscenely in favor of the political elite. Their top-rate educations provide them with access to sophisticated careers. Their managerial positions in technologically complex sectors in government and business allow them to game the system they control to their own self-interest. And their wealth and social status insulates them from the forces of globalization and economic decline that have ravaged almost everyone else.


      This all remains true. Think of the political class as the American meritocratic elite: a small group of influencers from business, government, academia, and media who occupy the most prestigious institutional positions in American society. While its membership is extremely small, the political class exerts enormous power and influence.


      The political class includes Republicans, Democrats, and Independents. Genuine policy differences exist among them but are less important than their shared goals and outlooks, perhaps the most important of which is the conviction that they are the people best suited to run America’s government, to make political decisions, and to affect social change. They differ on specifics, but they all agree that “ordinary” Americans possess neither the talent nor the temperament to make these decisions. In short, the political class has essentially co-opted and subverted the American democratic system for its own gain.


      Political class members are driven by something more powerful than political ideology: self-interest and a desire to benefit from government, whether economically, politically, or socially. But fundamentally, what distinguishes the political class from the mainstream has less to do with the social or professional position than with their outlook and their behavior—in short, the way they see the world and how they act as a result.


      That’s why we came up with the Political Class Index, a set of three questions that separate these elites from everyone else:


      
        	Generally speaking, when it comes to important national issues,whose judgment do you trust more, the American people orAmerica’s political leaders? Those in the mainstream say the American people; those in the political elite say political leaders.


        	Some people believe that the federal government has become a special-interest group that looks out primarily for its own interests. Has the federal government become a special interest group? Mainstreamers say yes; the political elite says no.


        	Do government and big business often work together in ways that hurt consumers and investors? Mainstreamers say yes; the political elite says no.

      


      Based on exhaustive research, Scott Rasmussen determined that 55 percent of Americans could be classified on the mainstream side of the political divide, while only 7 percent make up the political class. When “leaners” were included, those figures increased to 75 percent and 14 percent, respectively.


      So the political class is vanishingly small, but its power and influence are immense. Over the last several years, several other writers have taken note of the pervasive power of the political class and how its members operate. One of its core characteristics is insularity.


      In a 2010 American Spectator article, right-wing thinker Angelo Codevilla points out that the members of what he calls the Ruling Class tend to be clustered in cities like New York, Boston, Washington, Los Angeles, and San Francisco, but also university cities, especially those that harbor high-tech jobs, such as Austin and the Raleigh-Durham/Chapel Hill triangle, and that with such geographical clustering goes cultural clustering: political and social elites tend to have the same reference points, and they also tend to be deeply cut off from the interests most ordinary Americans pursue. The political class in Washington, of both parties, has certain things in common:


      Regardless of what business or profession they are in, their road up included government channels and government money because, as government has grown, its boundary with the rest of American life has become indistinct. Many began their careers in government and leveraged their way into the private sector. Some, e.g., Secretary of the Treasury Timothy Geithner, never held a non-government job. Hence whether formally in government, out of it, or halfway, America’s ruling class speaks the language and has the tastes, habits, and tools of bureaucrats. It rules uneasily over the majority of Americans not oriented to government.3


      My notion of the political class, however, is broader than Codevilla’s Ruling Class, which tends to exempt Republican/conservative–type thinkers and business elites—especially entrepreneurs, oil executives, and the like. I see the political class as including not just the Washington leadership class but those in multiple other professional sectors who either work closely with government or have learned to use government to foster their own advancement and enrichment. A good example is Texas billionaire T. Boone Pickens, an oil and gas magnate who began championing wind and solar power when government subsidies for alternative energy became the norm in Washington.


      Some of these individuals (like Pickens, who chairs the hedge fund BP Capital Management) are also members of a separate, almost adjunct class to the political class, which many have come to call super elites or the super class—those of such overwhelming wealth that they have essentially become a separate culture unto themselves. As journalist Chrystia Freeland has written, this new class of “jet-setting meritocrats” believes itself, in somewhat Ayn Rand–like fashion, to be composed of “deserving winners of a tough, worldwide economic competition.” They are often dismissive of the less successful—which is basically everyone else. They have become, Freeland writes, “a transglobal community of peers who have more in common with one another than with their countrymen back home.”4 Perhaps their emblematic member is Steven Schwartzman. Schwartzman is CEO of the Blackstone Group, a private-equity firm, who also sits on the boards of a range of foundations and councils, including the World Economic Forum. (Schwartzman’s notorious comment comparing President Obama’s desire to raise taxes on top-bracket earners to Nazism is a vivid example of this class’s sense of entitlement and lack of perspective.)


      It’s not difficult to imagine how such a super class, along with political and other business elites, could come to very different conclusions than people on Main Street.


      There is the unmistakable sense among the political class that they are something like a guardian class that knows what is best for the American people. As Glenn Greenwald has written: “It has long been the supreme fantasy of establishment guardians in general . . . that American politics would be dominated by an incestuous, culturally homogeneous, superior elite who live in (Washington) and who have often known each other since prep school.” New York Times columnist David Brooks explicitly lauded such an ideal when he paid tribute to the British political system, which, he wrote, was “dominated by people who live in London and who have often known each other since prep school. This makes it gossipy and often incestuous. But the plusses outweigh the minuses.” The implication was that insiders knew best and could function most effectively with minimal popular interference.


      This American elite, while more democratic than it was a half century ago, has in some ways not changed that much. Certainly political-class proving grounds, like Ivy League colleges, have opened up their admissions processes substantially over the last few decades. Yet most kids attending elite colleges—four out of five, according to sociologist Joseph Soares—come from families in the top quarter of America in terms of income, education, and professional status. Only about one in twenty elite-college students come from the bottom half of the family-income tier.5 So political class members-in-training not only come from self-selected family and income groups but also they spend their formative years around people much like themselves.


      All of these reinforcing factors—family background, educational attainment, professional status—create key tendencies within members of the political class.


      As a class it tends toward self-selection, which perpetuates its structures, assumptions, and practices. The kinds of individuals who tend to rise high in party politics, let alone run for president, usually have certain common features. They are often, if not always, independently wealthy. They come most often from a legal background. And they tend to be the kinds of personalities for whom ambition colors nearly every move. They’re adept at “going along to get along,” the better to attract and leverage the kinds of people who can help them—even if it means violating ethical codes, personal or professional, that they’d vowed to honor.6


      That last trait is essential in today’s political world, where attracting the right funders and doing the bidding of the right special interests is indispensable to winning, and holding onto, political office. And it also helps ensure that political class members become insulated from their constituents, because their constant inward focus on pleasing the right individuals and groups—almost all of them inside the Beltway—quickly cuts them off from the rest of the country.


      The political class’ belief in its own superiority and natural fitness for governance fosters another characteristic: closed-door decision making. Think of the major policy efforts of the last several years, from Wall Street bailouts to trillion-dollar stimulus packages to massive health-care reform legislation. All of them were opposed by the American mainstream. They were created and implemented by political elites who simply disregarded the popular will.


      The political class, being deeply incestuous, is also extraordinarily self-protecting.


      In Washington, of course, such “watching your back” practices are part of the culture in both parties. It could be Washington’s “Senator from Wall Street,” Chuck Schumer, helping to gut the financial reform bill’s requirements on banks. Schumer, after all, was tight with Goldman Sachs CEO Lloyd Blankfein, having once shared a stage at a Democratic fund-raiser to sing “nostalgic furniture-store jingles” with the Goldman boss.7 It could be Richard Fuld, Lehman Brothers’ last CEO, who left the failed company in fall 2008—with $72 million in compensation for his final year and no demand from Washington that he give any of it back. Or it could be a congressman like the GOP’s Joe Barton, who came to the defense of BP during its 2010 oil spill—the largest in the history of the petroleum industry—by calling President Obama’s insistence that the company put cash into a relief fund “a tragedy.” CEO Tony Hayward showed how political class habits cut across national boundaries when he complained, at the height of the crisis, that “I want my life back.” He soon got his wish, stepping down from BP to begin enjoying a pension of at least £10 million.


      Perhaps no example better illustrates how interconnected political class elites both look out for one another and enrich one another than the case of Fannie Mae. New York Times columnist Gretchen Morgenson’s book on the financial crisis, Reckless Endangerment, documents how in the 1990s Fannie executives, led by then-CEO James Johnson, looted $2.1 billion of $7 billion in guaranteed congressional funds. With that public money, Johnson and his well-placed cronies paid themselves higher salaries and bonuses and also doled out money to selected interest groups in exchange for their political support. They lavished money on sympathetic members of Congress in exchange, again, for their political support—because Fannie’s loose subprime-lending practices were arousing worries among some legislators and prompting calls for stricter regulation. Those complaints went nowhere, thanks to the Fannie loyalists in Congress, especially Democrats with close ties to the broader banking industry, like Representative Barney Frank and Senator Chris Dodd.


      By the time the dust had cleared, subprime had wrought unimaginable havoc on the nation’s housing market, middle-class living standards, and our debt picture. James Johnson had left Fannie Mae a decade earlier, eventually clearing around $100 million. His welcome within the portals of the political class showed no sign of diminishing: Barack Obama named him to a three-person committee to vet vice presidential candidates in June 2008, although Johnson was roundly criticized for his ties to Angelo Mozilo of Countrywide Financial and soon stepped down. Otherwise, despite becoming what Morgenson and her coauthor Joshua Rosner call “corporate America’s founding father of regulation manipulation” and a key figure in the financial crisis, Johnson paid no price whatsoever.


      Why not? So many Americans ask. Part of the answer—an unsatisfying one—is that all of this is typical. The insiders’ culture in Washington is fundamentally self-serving. As David Brooks wrote about Fannie Mae, the worst thing about the scandal is that it involved nothing illegal on its face—this is just the way Washington works.8


      On top of all of this, the political class has a built-in self-righteousness—both in terms of the credit it feels it deserves as well as its anger and irritation when it receives public rebuke. When political class members hear criticism, even outrage, coming from their constituents, they often fall back on rhetorical devices. One is to invoke common sense: they claim what they’re doing is simply the only logical option and paint impassioned popular opposition as emotional and irrational. Political leaders’ reactions to public outrage at TARP often took this tack, suggesting that the people just didn’t understand such a complicated problem. In the summer of 2009, when town halls around the nation revealed intense opposition to the Obama administration’s health-care plan, Democrats could barely contain their contempt for their own constituents. During the debt-ceiling standoff of summer 2011, those who opposed extending the nation’s credit were portrayed as irrational while those supporting the extension insisted that it was the only conceivable solution.


      Another tactic of self-defense is to invoke selflessness and political courage. A good example of this came in October 2010, when President Obama appeared on the Daily Show with Jon Stewart. Asked about the contentious health-care reform debate, the president said that many of his fellow Democrats had voted for the bill, even in the face of popular opposition, because they believed “it was the right thing to do.” They nobly pursued the public good, in other words—even though their constituents’ view of the public good was quite different from theirs.


      Certainly political courage is much needed today, and standing up for “what’s right” is exactly what we need. The problem is that political elites are standing up for what’s right in their own minds, with often no attempt to reconcile those ideas with the wishes of the people who elect them. The political class has lost the sense that they are representatives of other people, not those people’s leaders. They have internalized the dynamics and levers of power so deeply that they believe their role is not to represent others but to make decisions for them.


      Or, in the case of the super elites, they believe the government’s role is to serve their interests should they get into trouble—regardless of whether that remedy is ethical or even legal, let alone whether it will have destructive effects on ordinary people. The CEOs of the many disgraced financial giants of recent years, as well as super-rich hedge-fund managers and financial innovators, have all shared this assumption.


      By now, the chasm between what people of this kind and what mainstream Americans think, do, and believe about the issues facing us is so wide as to threaten our national future. Let’s take a look at how the divide developed and expanded over recent years.


      What Drives the Divide


      One simple way of understanding the break between the political class and ordinary Americans is to track how well the actual views of the American people are reflected in the laws and policies the political class implements. The alienation of the American people from their governing elites is impossible to separate from this essential fact: that while we still have a democracy in terms of elections and laws, our leadership class has adopted deeply undemocratic habits in pursuing policies contrary to the will of the majority of Americans.


      In a 2004 article, the late political scientist Samuel Huntington cited numerous scholarly studies that clearly documented the growing gap between policy elites and the public, even when public opinion changed in one direction or another. The hinge point seems to be the 1970s, when there was still 75 percent consistency between public opinion and actual government policy; but that number steadily dropped in ensuing decades. It was down to 67 percent by the mid-to-late 1980s, just 40 percent by the early 1990s, and just 37 percent by the mid-1990s. These declines track individual policy areas, from foreign policy to economic policy to social issues.9


      More recently, over the last decade, the gulf between popular preference and the actions of our elites has taken on a much more disturbing cast—because it comes against the backdrop of enormous problems and metastasizing crises. In times like we live in today, we cannot afford to have such a disconnect in our democratic arrangements. Without popular support and some degree of trust, government faces a crisis of legitimacy, leaving it little basis on which to unify the electorate, ask for sacrifice (if necessary), or otherwise rally a democratic citizenry to action.


      Unfortunately, that’s the situation we find ourselves in—and developments of the last decade and a half, both in Washington and beyond it, have only made it worse.


      The Great Recession


      There aren’t many parallels to what the nation has been living through on an economic level. Where it is having its deepest, starkest impact is on middle-class Americans, the heart and soul of the national mainstream. According to Chrystia Freeland, the job numbers—9.1 percent unemployment, with an average time of unemployment of nearly forty weeks—“depict an unemployment crisis that is deeper and more sustained than at any time since 1948, when records first started to be kept.”10 The middle class has taken it on the chin not just on jobs, but in the aftermath of the housing crash. While stock-market prices fell more than house prices during 2007 to 2009, houses made up a much larger share of the middle class’s gross assets than did stocks for the rich. The middle class took a much bigger hit, then, on the decline in home prices than the top 20 percent took from stock-price decline.11


      And things may get worse before they get better, since stagnant incomes make middle-class Americans less appealing constituencies for CEOs and shareholders of American companies, already eyeing overseas emerging economies.12 And the energy in Washington seems focused on deficit cutting, not job creation.


      All of this, of course, leads to an inequity in who bears the burden for the hard times and fosters distrust, anger, and disillusionment—best reflected in the figures I cited in chapter 1 on the decline of the American Dream. As it dawns on millions that unemployment, housing instability, and financial distress may be part of their lives for the long term, a sense of betrayal and even rage are palpable. The American Dream, as publisher Arianna Huffington put it, “has become an American nightmare.” If you want one sentence that might best summarize Americans’ disgust, it’s this: Washington, D.C., is the one of the few cities in the country where housing values are going up.13


      Exploding Income Inequality


      Hand in hand with that feeling of disgust is the nation’s exploding rate of income inequality over the last few decades. Current estimates put the rate of income inequality at somewhere near that of 1928, the year before the stock market crashed and helped create the Great Depression.


      Other estimates are even worse. Between 1970 and 2005, the American Gini coefficient, a technical measure that gauges income inequality, has increased by more than 20 percent. On the Gini coefficient, a “0” score would indicate complete income equality, while a “1” would indicate complete inequality, where one person would be responsible for 100 percent of income. In those thirty-five years, the coefficient increased from 0.39 to 0.47, the largest gap between the very rich and the very poor since the early twentieth century, the earliest time for which there is available data.14 The United States currently has the third-highest inequality and poverty rates in the OECD countries—after Turkey and Mexico—and the gap has accelerated over the last ten years.


      Between 1993 and 2008, the top 1 percent of Americans captured 52 percent of all income growth in the United States.15 Our richest 10 percent earn an average of $93,000, the highest in the OECD, while our poorest 10 percent earn an average of just $5,800.16 Even with economic productivity gains of close to 20 percent, the middle class has seen virtually zero income growth. A June 2011 Pew poll found that over the past year, between a quarter and one-third of those earning less than $75,000 had trouble paying for medical care, paying a mortgage or rent, and feared either being laid off or suffering a pay cut in the next year.17


      These trends have been enormously painful, obviously, for millions of Americans, and they have fostered no shortage of explanations—and reactions, including resurgent populism within the electorate. Certainly the globalization of the American economy, with its accompanying downsizing and outsourcing, has played an important role in driving working-class and middle-class salaries down, when it hasn’t actually been eliminating jobs altogether. Globalization led to the loss of five million U.S. manufacturing jobs since the inception of NAFTA in 1997. While millions of American families contend with these extraordinary losses, the political elite in business and government have enjoyed increased corporate profits and decreased tax liabilities.


      The technological revolution of the last thirty years, which automated so many jobs, seems mostly to have benefited those with advanced degrees—thereby broadening the income gap. Over the last thirty years, adjusting for inflation, weekly earnings for the 74 percent of consumers without a college degree fell about 10 percent—while those with bachelor’s degrees or higher saw their incomes increase about 20 percent.18 And high rates of unemployment, and long periods of time spent on unemployment, mean that millions will see their skills diminish and grow out of date—making it all the more difficult to recover their previous income levels.


      Meanwhile, executive pay has risen substantially since the financial crisis. One year after the financial crisis, the top twenty-five hedge-fund managers were paid an annual salary, on average, of $1 billion.19 Is it any wonder that so many Americans believe that government and business collude together against ordinary people?


      The Financial Crisis and Its Aftermath


      Probably the most emblematic period in the recent history of the elite/popular divide was the fall of 2008, when the U.S. economy faced a financial crisis rivaled by few, if any, in its history. The crisis was preceded by two decades of deregulation and irresponsibility on the part of the political elite on Wall Street and in Washington. The Federal Reserve, the SEC, and private Wall Street regulators all failed—really, flat-out refused—to monitor the risks associated with the derivatives market. The Fed kept lowering interest rates, prompting a marked increase in unchecked subprime-mortgage lending, which led to a housing bubble that proved nearly fatal for the U.S. economic system. Yet the crisis mostly enriched the political class further. Some lost money in the short term, but they were for the most part bailed out by Washington and recovered their losses. Most are doing as well or better today—unlike millions of Americans, who lost homes, jobs, and livelihoods, and may never recover.


      Panic on Wall Street and in the financial markets sparked a near bank run on money-market mutual funds in September 2008 and raised fears of a liquidity crisis. Overleveraged investment houses, such as Lehman Brothers, collapsed. Washington stepped in to contain the damage. Urging lawmakers to adopt a $700 billion emergency bailout to buy back the banks’ “toxic assets,” Federal Reserve chairman Ben Bernanke and then–Treasury Secretary Hank Paulson spoke classic political-class language to the legislators: “If we don’t do this, we may not have an economy on Monday.”20 There was, yet again, only one possible, commonsense answer. A problem of enormous magnitude would be addressed behind closed doors, with no national discussion or debate.


      What became TARP, the Troubled Assets Relief Program, was supported nearly unanimously by Democrats and Republicans in Congress. The media, from The Nation to the Wall Street Journal, urged its passage to stave off what everyone called “systemic collapse.” This may well have been an accurate assessment of the situation, as I suggested earlier. Some argue otherwise. But what we do know for sure is that at the time, the majority of the American people didn’t buy it. Americans of all political orientations strongly opposed TARP. They believed, as they still do today, that the nation’s economic meltdown was caused by a combination of criminal behavior by financial executives and collusion with Washington politicians, who benefited from close ties to Wall Street and looked the other way for years.


      Mainstream Americans would later oppose the government’s shifting strategy to buy up equity in the banks, as they would later oppose the bailout of the U.S. automotive industry—and as they would later oppose the institution of a massive new health-care entitlement. All of these things, too, were implemented by the political class in contravention of the public will.


      Today, when Republicans and Democrats talk about the financial crisis, they speak in tones much closer to the populist revulsion of their constituents three years ago. Democratic congressman Philip Angelides released a report in June 2011 that placed primary blame for the financial meltdown on self-dealing Wall Street figures and called the entire episode an “avoidable crisis.” Republicans have pointed the finger at Fannie Mae and Freddie Mac, the prime beneficiaries of the subprime shell game, and their backers in Congress. For the left, the crisis was driven by private-sector greed; for the right, the crisis was the result of misguided and corrupt government policies.


      Whichever analysis you prefer, the American people had the broad conclusion right, and the political class had it wrong: the financial crisis was, indeed, a failure of the system and a stark example of government and business working against the interests of ordinary people. Washington insiders—liberal and conservative, Democrat and Republican—were convinced that the free flow of capital and a free hand for major financial institutions in creating financial products were good policies for our economy and would regulate themselves. Some argued that Washington regulators and politicians had been “captured” or overrun by Wall Street figures, but the truth is that the crisis was a collaborative effort. Other than a few principled figures, like Brooksley Born of the Commodities Futures and Exchange Commission, Washington happily went along with the deregulatory ride. The resulting catastrophe was wholly engineered by the political class.


      Meanwhile, three-plus years later, just 13 percent of Americans, according to Rasmussen research, believe that the government has been aggressive enough in pursuing possible criminal behavior by major Wall Street bankers. Some 64 percent say the government has not been aggressive enough. Another 23 percent are not sure. No wonder, then, that 51 percent of Americans believe the federal government is more concerned with making Wall Street firms profitable than making sure the U.S. financial system works well for all Americans. Only 22 percent say the government is more concerned with making the system work for all.


      The financial crisis, devastating as it was in real terms to American households, was just as devastating in another vital respect: it shattered, perhaps irreparably, any lingering faith in the integrity of the two parties in Washington.


      Political Money and Partisan Politics


      When you have two political parties whose members have to spend an increasing portion of their time raising money and dealing with lobbyists, you have a prescription for disconnection from the needs and concerns of ordinary constituents. According to Jacob Hacker and Paul Pierson, the last thirty years have been crucial in driving a larger and larger wedge between political leaders and their constituencies, mostly because of political money. “Of the billions of dollars now spent every year on politics . . . only a fairly small fraction,” they write, “is directly connected to electoral contests. The bulk of it goes to lobbying.”21


      Advocacy organizations and corporations spend staggering sums to influence politicians and policy. Corporations now spend $3 billion annually on lobbying expenses, nearly twice what they spent a decade ago. Political candidates are awash in money, too: in 2009 to 2010, the top twenty Political Action Committees contributed $52,890,689 to candidates.22 And the 2010 election cycle saw the rise of “Super PACs,” which, thanks to the Supreme Court’s ruling in Citizens United v. Federal Election Commission, are now legally permitted “to raise unlimited amounts of money from individuals, corporations and unions to fund independent expenditures.”23 The Super PACs will be a potent force on both sides in driving efforts to influence control of the House and the Senate.


      President Obama has notoriously rewarded donors or major fund-raisers with jobs, positions, and government contracts. A recent report from the Center for Public Integrity found that, while Obama took office two years ago vowing to banish “special interests” from the White House, nearly two hundred of his biggest donors—called “bundlers”—have landed coveted government jobs and advisory posts, won valuable federal contracts for their business interests, or attended White House events. A Public Citizen report in 2008 said that George W. Bush, over his eight years in office, had appointed about the same number of bundlers to administration posts. So Obama is way ahead of his predecessor’s pace.


      This is all in keeping with the underlying logic of the system: the problems just compound one another and grow worse. The need for political money fosters the need for still more political money. Tinkering at the edges of the system or giving lip service to reform won’t make a bit of difference.


      American Division


      A political system that needs such cash to function can’t possibly be closely connected to everyday concerns—and as poll after poll shows, it isn’t. Radical reforms are needed if there is to be any hope of a return to meaningful constituent representation. The American people feel that the issues they most care about aren’t even being addressed, let alone solved. Let’s take a look at some of them.
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