Introduction

It was a balmy, slightly damp evening on Junc 27, 1936, as ncarly a hundred
thousand people jammed into the stands and playing surface at Franklin
Ficld in Philadelphia. The huge crowd had gathered in cager anticipation
of President Franklin D. Rooscvelt’s acceptance speech to the Democratic
National Convention, which would launch his bid for a second term, and
millions more across the country were waiting to listen on the radio. The
light rain stopped and the skics cleared only minutes before Rooscvelt rode
onto the ficld in his presidential limousine, and then the spotlights that had
been sweeping back and forth across the darkened stadium focused on the
president as he crossed the covered stage and approached the podium. Bask-
ing in the acclaim for having stcered many major picces of reform legislation
through Congress in his first term and optimistic about his prospects for
re-clection with the cconomy recovering from its low point in March 1933,
Rooscvelt was in a triumphal mood as he riveted the crowd with onc of the
most inspirational and defiant speeches in American presidential history.
Pressing home his political advantage, Roosevelt revisited one of the en-
during themes of his New Deal, namely the perfidious and sclfish nature of
the business community. As usual, he was carcful to distinguish the rapacious
few from the good citizenship of the many. But his speech nonetheless excori-
ated the “cconomic royalists™ whose power was based upon a “concentra-
tion of control over material things.” They had tried to create a new despo-
tism “wrapped in the robes of legal sanction,” and now they were reaching
out for control of the government itsclf. The political libertics won during
the American Revolution might become meaningless, he warned, in the face
of a small group that had *almost complete control over other people’s prop-
crty, other people’s moncy, other people’s labor—over other people’s lives.”
There now existed a “new industrial dictatorship™ that limited opportunity
through monopoly and crushed individual initiative in “the cogs of a great
machine” in which *privileged enterprise had replaced free enterprise.”
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The cconomic royalists complain that *we seck to overthrow the institu-
tions of Amecrica,” Rooscvelt thundered, but “what they really complain of
is that we seck to take away their power. Our allegiance to American institu-
tions requires the overthrow of this kind of power.” Modern governments,
Rooscvelt insisted, had “inescapable obligations to their citizens,” including
the protection of homes and familics, the establishment of cconomic op-
portunity, and assistance to those in need. The fight against cconomic tyr-
anny was “a war for the survival of democracy” that would move forward
despite business opposition, he promised, because the current generation of
Americans had a “rendezvous with destiny™ (Rooscvelt 1938, pp. 230-236).
(For a sense of the crowd at Franklin Ficld before Roosevelt’s specch, a bricf
cxcerpt from his spccch, and foc:-‘fagc of him shor‘cly after the spccch ended,
sce videos 635675036466, 65675036463, and 65675036467 at httpd/iwww
.critical past.com. )

When the ballots were counted that November, Roosevelt had beaten
Republican Alfred M. Landon in a landslide. He captured 60.8 percent of
the popular vote, won the Electoral College by 523 to 8, and had healthy
majoritics in the Senate (75-16) and Housc (331-88). He won 76 percent
of lower-income voters but only 42 percent of upper-income voters. More
striking, only 18 percent of the business exccutives who made campaign
donations gave anything to Rooscvelt, and only a handful of that small
minority came from the large financial institutions and industrial corpora-
tions that had been the object of Roosevelt’s all-out challenge (Webber 2000,
pp- 12-15).

And yet, despite all the acrimonious rhetoric and mutual invective be-
tween Rooscvelt and the economic royalists, some of the richest and most
powerful corporate leaders of that cra had played a major role in the for-
mulation of the ideas underlying the three most important, controversial,
and enduring policies that emerged during the New Deal—the Agricultural
Adjustment Act of 1933, the National Labor Relations Act of 1933, and the
Social Security Act of 1935, But why would they help draft key clements of
the New Deal and then do everything they could to defeat Roosevelt’s bid
for a sccond term?

The purposc of this book is to demonstrate that many of the wealthiest
and best-organized corporate owners and exccutives were heavily involved
in policy formulation even while opposing the liberal and labor political fig-
urcs who became increasingly visible and important within the Demaocratic
Party in the first few years of the New Deal. In the process, we seck to dem-
onstrate the superiority of our theory of class dominance, tailored specifi-
cally for the United States, over other theoretical perspectives in explaining
these three policy initiatives. In particular, we focus our critical attention
on three rival theories widely used in sociological and political analyses of
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the New Deal—historical institutionalism, Marxism, and protest-disruption
theory. Although we share some genceral assumptions and agrecments with
cach of these theorics, we show how they are morc often wrong than right
in their own scparate ways when it comes to the key issues concerning the
New Deal.

To be more specific, the book describes how Northern corporate mod-
crates, representing some of the largest fortunes and biggest companics of
that era, proposcd all threc of the major policy innovations that today de-
finc the New Deal, sometimes in reaction to pressures from the leaders of
organized labor or disruptive cfforts by grassroots leftist activists. It also
cxplains how Southern Democrats shaped these proposals to fit the needs of
plantation capitalists and large agricultural interests throughout the country
betore thcy allowed any of them to pass. As for the ultraconscrvatives in the
corporate community, who were most likely the main “cconomic royalists”
that Rooscvelt had in mind in his convention speech, they uniformly op-
poscd these New Deal initiatives, but they did not have any impact because
there were so few conscrvative Republicans in Congress.

In sum, corporate moderates proposcd, corporate ultraconservatives op-
poscd, and Southern Democrats disposed in a context in which organized
labor and the Communist Party were able to apply pressure through work
stoppages, strikes, and demonstrations. In addition, urban liberals, con-
cerned with ameliorating the uncertaintics of the marketplace and mitigating
the worst cffects of unfair business and labor practices for ordinary Ameri-
cans, had an impact on the National Labor Relations Act and Social Security

Act as members of the New Deal coalition and as allies of organized labor.

POLICY AND POLITICS

Although corporate moderates originated all three of the policies mentioned
carlicr, which demonstrates that they continued to control the policy agenda
cven in the face of a major loss of public confidence in business, they did not
doso by themsclves. Thcy had the hclp of the many cxpcrts thcy cmploycd in
their foundations, consulting firms, and think tanks. The corporate moder-
ates and the cxperts, working tc:-gc‘[hcr within what we show to bec a closcly
knit policy-planning network, had a continuing impact in part because the
nascent liberal-labor coalition could provide no workable policy alternatives
in the first year or two of the New Deal, and in part because government
agencics were understaffed and did not have the ability to gencrate new
policics. The corporate moderatces also retained their access to many elected
officials because they were among the primary financial backers of their suc-
cessful campaigns. Although most newly clected officials did not have any
firm policy positions, they had a crucial role because they were open to new
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initiatives; if they had not been clected, it is far less likely that any of the
policies we discuss would have been cnacted. Politicians also decided on
the timing for the introduction of these measures and sometimes provided
the popular phrascology in which the policics were debated.

The distinction between policy and politics emphasized in this book is
cmbodied in the person and presidential style of Franklin D. Rooscvelt, who
is considered by most historians to be the greatest president of the twenticth
century. Rooscvelt was a consummate politician whose skills have been de-
tailed in many sources. He was a master of timing, synthesis, compromisc,
phrasing, ambiguity, rcassurance, and symbolism. He knew the strengths,
weaknesses, and interests of all the groups he had to deal with and was
always looking for the compromiscs that would lead to enduring policy
outcomes (Swenson 2002). After running a cautious centrist campaign in
1932, with vaguc mentions of a “New Deal” but no specifics, he spoke in
moving terms at his inauguration about including everyone and balancing
the pursuit of wealth with other important values. He told people there was
nothing to fear but fear itsclf and made himself the champion of the com-
mon person. He came to use the term liberal to characterize his views while
at the same time saying that he was no more than a Christian and a Demo-
crat when it came to philosophies. Nonctheless, he only cautiously accepted
the main thrusts of modern-day urban liberalism on some issucs.

In fact, the distinction between policy and politics is, in the words of one
of his biographers, “purc Roosevelt” (Smith 2007, p. 281). He had onc sct
of people for political strategy and another sct for policy suggestions. While
relations between the two groups were cordial, their roles were strictly dif-
ferentiated and carcfully observed. At the same time, Roosevelt had to carry
out a delicate balancing act in obtaining legislation from Congress, even
though there were large Democratic majoritics in both the House and the
Scnate. He needed to assuage the powerful Northern conscrvative leaders
in his own party, who were sometimes part of major Wall Strect financial
nctworlks, while at the same time being sensitive to the special needs of the
Southern Democrats, who had played a crucial role in sccuring the Demo-
cratic nomination for him in 1932 and in any casc controlled all the key
committees he had to deal with in Congress duc to the seniority system.

However, the same sources that spell out Roosevelt’s virtues as a politi-
cal leader, often in vivid and enjoyable portraits of how he operated, also
suggest that he had no sure grasp of policy details or much interest in them
(for onc excellent example, sec Cohen 2009). For instance, his closc advisors
were never surc he understood the agricultural subsidy program, and New
Decal historian Arthur Schlesinger (1958, p. 38) concludes that Rooscvelt
“lknew little first hand about the problems of grain and cotton surpluscs.”
Another historian, Frank Freidel (1973, pp. 89-90), argucs that Rooscvelt’s
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“cclecticism™ in encouraging the inclusion of different plans within the Agri-
cultural Adjustment Act was duc at least in part to the fact that he “had little
real understanding of the proposed mechanisms™ and that eventually “his
ignorance created embarrassment.” Still another historian, James E. Sargent
(1981, pp. 161-162), uscs some of Rooscvelt’s own statements to show that
he “did not understand his complex farm program in detail.”

On the issuc of old-age social insurance, now popularly known as
“social sccurity,” he knew he wanted its tax basc scparate from the usual
tax sources, and that both cmploycrs and cmployccs should contribute, as
advocated by insurance companics and corporate experts, but little more.
On the issuc of unemployment compensation, the most detailed account
of how the policy developed concludes that Rooscvelt did not have a good
understanding of its key provisions (Nelson 1969). Rooscvelt revealed his
inability to understand cconomic policy when he insisted in carly 1937 that
budget deficits should be climinated because unemployment was declining
and the cconomy therefore could grow on its own. In combination with an
inadvertent tightening of the moncy supply by the Federal Reserve Board
and major cutbacks in government employment programs, the result was
a sharp slowdown in the cconomy and the increase in unemployment that
his Keynesian economic advisors had warned him would happen. This cco-
nomic downturn weakened unions just as they were having some success in
organizing unskilled industrial workers. It also contributed to Republicans’
gains in the Senate and the Housc that allowed a conservative voting coali-
tion—dcfined as a majority of Southern Democrats and Northern Republi-
cans voting together on an issuc in opposition to a majority of non-Southern
Democrats—to defeat any further reforms (Smith 2007, pp. 395-397).

As we explain in Chapters 2 and 3, the main links between Rooscvelt and
the policy-planning network during the presidential campaign and in the first
months of the New Deal came through his “Brain Trust,” a trio of Columbia
University professors that he recruited to give him policy advice. In effect,
thcy packagcd the alternatives suggcstcd hy the corporate moderates and their
policy experts into memos that Roosevelt could use in planning his political
strategics and crafting his speeches. For the social insurance policies devel-
oped in the last six or seven months of 1934, his main liaison was Sccretary of
Labor Frances Perkins, a longtime advocate of laws governing working condi-
tions, minimum wages, and social insurance stretching back to the Progressive
Era. When it came to the formulation of the National Labor Relations Act,
Rooscvelt kept the issuc at an arm’s length and had no direct hand in shaping
it, or cven in working out the strategy for turning it into legislation, until after
it had been passed overwhelmingly by the Senate in the spring of 1935,

Although our primary purposc is to demonstrate the scholarly uscful-
ness of our version of a class-domination theory, the book also may be of
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more gcncral intcrest because it challcngcs current conventional wisdom
on the origins of the programs it analyzes. For example, the agricultural
support system that now costs $15-20 billion cach ycar was not created by
farmers, although the approval of agricultural interests—especially South-
crn agricultural interests—was necessary to pass it. In fact, the basic ideas
in the plan were opposed by many farmers outside the South until late 1932
and carly 1933; the plan had to be sold to them by the agricultural ccono-
mists and corporate leaders who perfected it at the instigation of the policy-
oricnted foundation executive who first proposed it.

As for the Social Security Act, it was not the worlk of liberals and labor
leaders, as currcntly believed duc to the fact that thcy defend it and con-
scrvatives dislike it. Instead, it was created by industrial relations experts
who worked for foundations, consulting firms, and think tanks funded by
scveral of the largest corporations of the 1930s, including some of thosc that
also backed the subsidy program for agricultural interests. True cnough, the
Social Sccurity Act was opposed in testimony before Congress by a wide
range of ultraconscrvative corporate leaders, but their objections on this
particular issuc primarily reflected their growing animosity toward Roos-
cvelt for some of the New Deal’s other policies, particularly in relation to
unions and collective bargaining, not substantive objcctions to the plans for
social security created by the moderate conservatives of the corporatc world.

Even the National Labor Relations Act, which gave life and hope to
trade unions and made them important power actors for the next forty
years, was in part the result of a scrics of institutional innovations in 1933
that emerged from proposals made by the same corporate moderates who
fashioned the Social Security Act. However, this casc is more complicated
than the first two because militant union lcaders and Communists created
the strikes and work stoppages that started the ball rolling (scc, for example,
Levine 1988). Then liberal corporate lawyers and law school professors,
who were employed temporarily at the National Labor Relations Board
between 1934 and late 1935, crafted a new sct of regulations based on what
had been learned in the last six months of 1933 by an carlicr incarnation
of the labor board. The revised formulations of the labor board’s composi-
tion, dutics, and powcrs carricd the program several stcps bcyoml what the
corporate moderates would accept, causing them to join their ultraconscrva-
tive colleagues in opposition to legislation for which their carlier ideas had
provided legitimacy. Despite this united corporate opposition, the act passed
because Southern plantation capitalists deserted the corporate community
in a rarc act of class disloyalty on a labor issuc, which was made possible by
the liberal-labor coalition’s willingness to exclude agricultural and domestic
labor from the provisions of the act.
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The fact that we claim there were different outcomes on the three policy
stmgglcs suggcests that our aﬂalysis closcl}-‘ follows the archival record and
that our thcory does not incvitﬂbly lead to the same conclusion for cach
and every case. Instead, divisions among owners of large income-producing
propertics—in this case, divisions between Northern corporate owners and
Southern plantation owners—can provide openings for significant victorics
for liberals and organized labor when they arc united. But these victories can
be reversed—as proved to be the casc for the National Labor Relations Act—
when the Northern and Southern segments of the ownership class united and
the union movement was divided by rivalrics between its craft and unskilled
scgments, rivalrics that were intensified in 1937 and 1938 by tensions over
the role of Communists in scveral industrial unions and at the National La-

bor Relations Board. The result was the Taft-Hartley Act of 1947, which

made it much casicr for employers to resist unionization (Gross 1981).

A GENERAL PERSPECTIVE ON CLASS DOMINANCE

Our version of class-domination theory starts with the work of sociologists
C. Wright Mills (1956, 1962) and Michacl Mann (1986} in assuming that
there arc political, military, and religious bases of power in addition to the
cconomic basc that is given primacy in Marxist theory. (Mann [1986, p. 22]
uscs the term ideological to describe the organizations concerned with gen-
crating norms, ritual practices, and answers to questions about the meaning
and purposc of life, but we prcfcr the term ?'Effgfous because most of these
organizations arc rcligious in nature.)

We begin with Mann’s view that power, defined as the ability to achieve
desired social outcomes, has both collective and distributive dimensions.
Collective power, the capacity of a group, class, or nation to be cffective and
productive, concerns the degree to which a collectivity has the technologi-
cal resources, organizational forms, and social morale to achieve its general
goals. As important as collective power is for socictal growth and produc-
tivity, our focus in this book is on distributive power, the ability of a group,
class, or nation to be successful in conflicts with other groups, classes, or
nations on issucs of concern to it.

In this view, both collective and distributive power emerge from the
same organizational bases, with organizations defined as scts of rules, roles,
and routincs developed so that a human group can accomplish specific pur-
poscs. Although pcoplc have a vast array of purposcs that haveledtoa lﬂrgc
number of organizations, the historical record shows that only cconomic,
political, military, and religious organizations weigh heavily in terms of gen-

crating socictal power.



8 Introduction

The four organizational bascs arc conceptualized as “overlapping and
intersecting sociospatial networks of power” that have widely varying ex-
tensions in physical space at different times in Western history. For example,
cconomic networks were very small in carly Western history compared to
political and military networks, but political networks, which provide the
basis for the state in any socicty beyond the size of tribes and chicfdoms,
were comparatively smaller in the Middle Ages, when economic networks
were becoming more extensive and autonomous (Mann 1986, pp. 1, 390-
397). Because these networks arc ways of attaining human goals, the theo-
ry’s focus is on the logistics of power, which arc constantly changing with
the dcvclopmcnt of new tcchnologics and the CMCrgence of new organiza-
tional forms and religious beliefs. Duc to the emphasis on social networks,
the notion of a *bounded society™ or “social system™ is abandoned, along
with traditional arguments over “levels,” “dimensions,” and “agency versus
structurc” (Mann 1986, Chapter 1).

When the level of development reaches a large cnough scale within any
organization, a permancnt division of labor emerges within it that further
increascs its collective power due to a specialization of function. In addition,
it usually lecads to a hicrarchical distribution of power within the organi-
zation because “those who occupy supervisory and coordinating positions
have an immense organizational superiority over the others™ (Mann 1986,
pp. 6-7). As theorists of varying persuasions have noted, those who super-
visc and coordinate can then turn the organization into a power basc for
themselves duc to the information and material resources thcy come to con-
trol, their ability to reshape the structure of the organization, their power
to hire and fire underlings, and their opportunities to make alliances with
other organizational leaders. The interorganizational alliances then generate
a morc gcncrﬂl powecr structurc that uses its combined resources to dcvclop
barriers that make it difficult for people outside or on the bottom of these
organizations to participate in the governance of the socicty in general. Put
in other terms, those who supervise and coordinate end up *at the top”;
they become the leadership group, the *power clite,” within any historically
spcciﬁc powecr structurc.

As the four main organizational networks become further intertwined,
they have even more potential to greatly increase collective power. This is
most directly observed historically through the way in which political and
military networks, by then closcly intertwined in a new institutional form,
the state, aided in the development of economic networks. For example, they
increased the collective power of cconomic networks through activitics as
varicd as protecting trade routes and making it possible to employ cocreed
or slave labor. This point also can be scen in the ways in which religious
nctworlks intensify social cohesion and provide the normative values that
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property owners within economic networks sometimes use to intensify their
demands for greater labor productivity from non-owning classcs.

However, and very critical in terms of understanding power in nation-
statcs, the mobilization of greater collective power comes to depend on the
resolution of prior questions about distributive power within organizations.
Who has power over whom has to be scttled within and between the four
main organizational networks before collective power can be excrcised in
any sustaincd way. Given the investment of time, energy, and identity that
people put into the organizations they belong to, the battle over distributive
power is an ongoing and often deadly one that is front and center in most
historical accounts even while collective power is often slowly accumulating
in the background.

According to this four-network theory of social power, no one networl
came first historically or is more basic than the others: cach onc always has
presupposcd the existence of the others. It is therefore not possible to reduce
power to one primary form, as Bertrand Russell (1938, pp. 10-11) concluded
decades ago, and as sociologist Dennis Wrong (1995) confirmed in his analy-
sis of the social science literature nearly sixty years later. In keeping with this
conclusion, the four networks arc forcshadowed in cgalitarian hunting and
gathering socictics when hunting partics arc organized (cconomic networks,
with mecat shared cqually among all members of the socicty); when com-
munal gatherings arc called in an attempt to defuse interpersonal disputes
that threaten to rip apart the whole group (political organization, which is
fundamentally about regulating human interactions within a specific terri-
tory); when the men band togcthcr to do battle with rival groups or clans
(military organization); and when rituals of social solidarity and expiation
arc pcrforrncd in an attempt to control the anxicty, guilt, and fear of death
that have been part of daily existence for most individuals since the dawn of
humanity (rcligious organization).

The fact that all four networks have Z'LIWZI}-'.S cxisted does not mean that
they arc of necessity cqual in terms of their social power in any given time
or place. For a variety of reasons, including logistical and organizational ad-
vanccs in onc or another network, different networks have been ascendant
in different times and places, as scen, for example, in the military empires
that dominated Western civilization for several thousand years after the risc
of the first city-states. To add further complexity, onc kind of organizational
power can be turned into any onc of the others. As a conscquence of thesce
many contingent outcomes, generalizations from society to socicty or his-
torical epoch to historical cpoch arc of limited value (Mann 1986). Even
within Western socictics, comparative studics arc of limited value, so Mann
(1986, p. 503) emphasizes that “historical, not comparative, sociology™ has
been the principal method in his worle, and we follow his lead in that regard
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in this book. Put another way, cvery country is distinctive cnough that fine-
grained historical analyses arc necessary on the type of policy issues we want
to cxamine here.

Within this general context, Mann (1986, p. 23) dcfines classes as
“groups with differential power over the social organization of the extrac-
tion, transformation, distribution, and consumption of the objects of na-
turc.” In most of the cconomic networks that have arisen in the course of
world history, and obviously in a capitalist system, there is an “ownership
class™ that holds legal possession of the entitics that do the mining, produc-
ing, distributing, and retailing of the goods and services available in the
socicty. However, the ownership class is not incvitably a dominant or ruling
class becausc leaders within the political, military, or religious networks may
have greater power. A dominant class such as we think exists in the United
States is therefore defined as “an cconomic class that has successfully mo-
nopolized other power sources to dominate a state-centered socicty at large”
(Mann 1986, p. 25). In other words, a dominant cconomic class is onc that
has overcome the potcntial autonomy of the state while at the same time
subordinating the military and religious networks. Thus our stress is on the
fact that class domination is not incvitable but highly dependent on many
historical factors.

Nor is class conflict always the primary reason for social change at all
points in Western history. It has been important only at certain periods in
history, such as ancient Greece, carly Rome, and the capitalist cra. Most of
the time in most places, the non-owning classes have been too spatially frag-
mented and without the means to communicate and Organizc across placcs
to have any sustained impact. Put more gencerally, people are “embedded”
within organizational networks that arc controlled by the organizational
leaders, which leaves the vast majority, the non-owners who work in ficlds
and factorics, with little room to mancuver (Mann 1986, p. 7).

For several recasons, then, many of the major conflicts that lead to social
ch;mgc have been among the leaders of the four main power nctworlkes, with
statc officials, military leaders, or religious leaders taking the dominant role
until the gradual growth and cxtension of cconomic networks in the past
several hundred years made it possible for property owners to risc in im-
portance. The “arms race,” for example, has been a motor of social change
in Western socicty since the fourtcenth century, and major wars between
nation-states have reshaped Western civilization for the past several hundred
years. We therefore place importance on politics in and of itsclf in present-
day socictics, both as an arcna in which the struggles over power take place
and as a mecans of satisfying idcological and material interests.

Although leaders within cconomic networks have become major power
actors in many countrics in recent centurics, we think they have been ex-
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tremely powerful in the United States since its inception for a number of
reasons that are made more apparent by very gencralized historical com-
parisons with Europecan countrics. First, the absence of a feudal cconomic
clite based in the exploitation of peasant agricultural production meant that
the newly forming American capitalist class had no cconomic rivals that it
had to fend off or assimilate, a dramatic contrast with the situation facing
the nascent capitalist classes in several large European countries, which did
not replace landlords as the main political foree until the twentieth century
(Guttsman 1969; Richard Hamilton 1991; Mayer 1981).

Sccond, the pre-revolutionary history of the United States as a sct of
scparate colonial territorics outside the context of the European multistate
system led to a federal form of government casily dominated by local and
regional cconomic clites because many government functions were located
at the state and local levels. Even when the Founding Fathers, overwhelm-
ingly members of the cconomic clite of their era, created a more centralized
government in 1789, potentially powerful government leaders were circum-
scribed by the well-known system of checks and balances, and were further
hampcrcd hy the fact that thcy could not pl;ly off one strong cconomic class
against another in an attempt to gain autonomy from the merchant, indus-
trial, and plantation capitalists.

Third, the absence of any dangerous rival states on American borders,
along with the protection the British navy provided against continental Eu-
ropcan statcs throughout most of the nincteenth century, meant that the
country did not have a large standing army until World War Il and thereaf-
ter. The relatively small armies that played a large role historically in taking
territory from Native Americans and Mexico were never big cnough to be
major rivals to cconomic clites, although a few famous generals did become
presidents. By the time the United States developed into a world military
power, civilian traditions of military control were well established.

Finally, the United States does not have onc established church, such as
existed in most European countrices at one time, which means that there is no
largc—scalc idcology‘ network that can rival corporate leaders for power. That
is, the potential power of churches is limited by the separation of church and
state, which reflects both the weak nature of the church network at the time
of the Constitutional Convention and the Founders’ own sccular tenden-
cics. We agree that Protestant churches had a big role in shaping American
morality and culture, but we also note that their constant splintering into
new denominations, and then further schisms within the dominations, has
limited them as a source of distributive social power.

This quick overview of what gives the United States its particular dis-
tinctiveness from a power-networl point of view, which in our opinion jus-
tifics Mann’s (1986) emphasis on historically oriented studics such as this
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onc, 18 supplcmcntcd ]::y another historicaﬂy rarc factor, an clectoral system
that lcads inexorably to two political parties for two reasons (Rac 1971;
Rosenstone, Behr, and Lazarus 1996). First, the clection of scnators and
representatives from specific states and districts that require only a plurality
of the vote, not a majority, called a single-member-district plurality system,
has led to two-party systems in most countrics where it is utilized, although
strong cthnic or regional third partics sometimes persist (Lipsct and Marks
2000). Second, the clection of a president is in essenec a strong version of the
single-member-district plurality system, with the country as a whole serv-
ing as the only district. Duc to the great power of the presidency, especially
since the beginning of the twenticth century, the pull toward two parties that
cxists in any single-member-district clectoral system is even stronger in the
United States. As a result of these two factors, a vote for a candidate from
a leftist or rightist third party is tantamount to a votc for the voter’s least
favored candidate on the other side of the political fence. Groups with at
lcast some views in common therefore attcmpt to form the l:Lrgcst possiblc
pre-clectoral coalitions even though numerous policy preferences may have
to be jettisoned or trimmed back.

A two-party system, or any form of a Pparty system, for that matter, was
ncither forescen nor desired by the Founding Fathers (Hofstadter 1969).
However, the slightly differing interests of the Southern plantation capital-
ists and Northern industrial and banking interests soon led to two rival par-
tics, the Democratic Republicans and the Federalists, which then scarched
for allics with somewhat similar interests. For the Southerners, this meant a
land-merchant-banking faction in New York that opposcd Federalist bank
plans, Irish merchants who disliked the Federalists for their English ori-
gins and sympathics, and shipping and merchant businesses with tics to the
South (Hammond 1957, Chapter 5, Young 1967, Chapter 10; Goodman
1964). For the Federalists, this meant Northern farmers cager for industrial-
ization to increase their urban markets {Genovese 19635, p. 162). We develop
these points in relation to the Democrats in Chapter 1; sce Domhoff (1990,
pp- 235-246) for a summary of the carly history of the two-party system.

Morcover, as we also demonstrate in Chapter 1, American cconomic
nctworks became even more powerful with the risc of corporations in the
sccond half of the nincteenth century, and by the carly twenticth contury
the owners and managers of these corporations, along with the owners of
plantations and agribusinesscs, had the neeessary cconomic and political
conncctions among, themsclves to create a consmﬂtly cvolving policy—plan—
ning nctwork at the national level. This nonprofit organizational network,
consisting of foundations, think tanks, and discussion groups, helped the
owners of these large income-producing propertics in reaching some de-
grec of conscnsus on the new policy issucs that suddcnly faced them in the
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1930s. Cohesion, conscnsus secking, and open and direct involvement in
government policymaking are therefore our watchwords when it comes to
understanding the power of the corporate rich—the corc of the ownership
class from the 1870s onward—during the New Deal.

Morec generally, we demonstrate in this bool that the ownership class
wins far more often than it loses on the issucs of concern to it—cverything
from building and shaping government institutions to obtaining the subsi-
dies some industrics need. These successes add up to class dominance in an
ongoing class conflict over a wide range of familiar issucs. Class conflict as
we conceive of it starts with gricvances, strikes, and demonstrations and
somctimes lcads to bargaining over hourly wages, the length and intensity
of the working day, and working conditions. It occasionally broadens to
include policy battles over the way in which the labor process is controlled
and organized and over the degree to which government will regulate busi-
ncss on a wide range of issucs. Only rarely doces it widen to include the issucs
that arc raised by socialists, such as control over investment in new plant
and cquipment and the degree to which enterprises arc to be privately or
publicly owned.

With thesc comments on our general theory of class dominance in the
United States as a backdrop, we can present a bricf synopsis of our explana-
tions for why moderate conservatives in the corporate community reacted as
they did to the three major policy issucs generated by the Great Depression.
In the casc of the Agricultural Adjustment Act, its main policy provisions
created harmony within the ownership class by providing financial subsidics
for agricultural interests without causing the tariff battles over manufac-
tured goods that would follow from many farmers’ desire to scll surplus
production overseas at a discount. Attempts by agricultural worlers to take
advantage of this act, with the help of Communist and Socialist party orga-
nizers, were casily defeated, so the problem of class conflict did not arisc in
the process of implementing the act.

As for the National Labor Relations Act, corporate moderates suggested
an carly version of the act in a vain attempt to reduce strikes by convincing
workers to join corporate-sponsored employce representation plans or to
reach bargains with employers through a handful of small craft unions. But
they then abandoned those goals when expericnee soon showed that craft
worlers and industrial workers were more united than in the past and more
willing to join independent unions, which greatly increased the possibility
of class conflict and the development of an independent union movement by
corporatc cmployces.

In the casc of the Social Security Act, on the other hand, corporate cx-
ceutives had been working on ways to retire superannuated workers on pri-
vate pensions for over a decade preceding the New Deal in order to improve
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productivity and cfficiency. However, they slowly came to scc in the 1930s
that this policy could be carried out more effectively—and less expensively—
through a government program that would at the same time deal with the
fact that many of the private pension funds were in danger of failing duc to

the depth of the depression.

HISTORICAL INSTITUTIONALISM AND THE NEW DEAL

Historical institutionalism, like all of the several variants of institutionalist
theory, starts with a very general definition of an institution as the norms
and customs, whether formal or informal, that shape social relationships. In
other words, institutions arc patterned and repeated ways of doing things
that arc widely accepted within the socicty. Historical institutionalists stress
that larger and more formal institutions develop in a step-by-step way in
response to the specific issucs that confront them, which means that insti-
tutional arrangements arc different from issuc to issue, place to place, and
time to time.

However, the wide range of possible institutional arrangements docs
not mcan that such arrangements arc casily changed. To the contrary, his-
torical institutionalists strongly emphasize that cach policy decision influ-
cnces and places limits on what can take place at a later time. Policymalking
becomes “path dependent” in the sense that it continucs in directions that
provide positive feedback based on the first steps that were taken. As orga-
nizations develop vested interests, institutional pathways become even more
sclf-reinforcing.

Historical institutionalists also join other institutionalists in emphasiz-
ing that institutions develop in relation to cach other and take cach oth-
cr’s actions and likely reactions into account when they contemplate any
changes in their own strategics for stability or expansion. Drawing on the
ncw institutionalism within organizational sociology, historical institution-
alists utilize the concept of “institutional ficlds,” which are networks of in-
stitutions that recognize cach other as working on similar issucs, cven if they
disagree strongly among themsclves (sce, for example, Powell and DiMaggio
1991). The net result is an institutional framework that further shapes and
constrains the options for policy responscs to new developments.

The fact that institutions develop in distinet ways and are embedded
in institutional ficlds means that socictics usually change very slowly and
reluctantly. Institutional leaders build on previous policy decisions when
they think about creating new policics. The emphasis on precedent and cus-
tom gives risc to institutional inertia, which is the product of both formal
rules and informal understandings. The need for legitimacy for new policy
options also contributes to institutional inertia. Given all this, it takes ex-
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traordinary upheavals, such as wars or depressions, or highly creative social
movements such as the Civil Rights Movement, to significantly change the
ways in which institutions operate and relate to cach other.

For us, these ideas can explain much of the daily routine in a stable
social order once power relations are fully established. However, we think
thcy fall far short of a fully satisfactory thcory‘ because thcy are not encased
within a larger and more dynamic theory that analyzes the driving forces
that make cvery institutional arrangement first and forcmost a power struc-
turc. As organizational theorist Charles Perrow (2002, p. 19) notes, institu-
tional thecory “de-emphasizes power and conflict”™ and instead “cmphasizes
routines, imitation, unrcflective responscs, custom and normative practices,
and convergenee of organizational forms.” One goal of this book is to show
that our thcory providcs the largcr and more dy‘namic framework that is
nceded. What historical institutionalists sometimes explain in terms of com-
monscnsc conccpts such as norms, paths, and incrtia, we sce more often as
a stalematc—perhaps temporary—in the constant jockeying for dominance
among rival power networks.

Perhaps the most distinctive feature of historical institutionalism is its
cmphasis on the potential autonomy of “the state,” a concept that encom-
passcs the formal and generally recognized political institutions of a large-
scale socicty (Skocpol 1979, 1980). State is a term that can have many varied
and subtle meanings, but for purposcs of this book it will be used inter-
changcably with the more familiar gcncr:Ll term government so that we can
be sure we are being clear when we mean the state level of American govern-
ment (such as Arkansas or Ohio) as compared to the more abstract concept
of “the state” or “the government™ as a general governing and administra-
tive apparatus whose unique and indispensable function is regulating the
myriad activitics that occur within its territory. More generally, historical
institutionalists scc states as “crucial causal forces in politics™ whose leaders
arc “potentially key players in political outcomes given their functions and
mandate to carry out state policy” (Amenta 2005, p. 101).

When it comes to the New Deal, historical institutionalists have four
main contentions, all of which relate to their belief that the American gov-
crnment is in general far more independent of other socictal forces than
any alternative theorists realize. First, government officials were indepen-
dent and important in creating the new policies we discuss in this book.
Sccond, government officials built new state institutions—for example, de-
partments and agencics—that gave government more “capacity,” which in
turn gave government officials more independence and autonomy. Put in
terms of onc of the historical institutionalists’ key phrases, state officials
were “state-builders.” Third, many independent private-sector experts and
consultants arc important in understanding power during the New Deal
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because thcy had new ideas for solviﬂg the problcms the government faced
and they often helped government officials enhance their institutional capac-
ity. Fourth, the leaders of the capitalist class—a term we usc interchangeably
with ownership class in this book—were not very important when it came
to policymaking during the New Deal. Business suffered a loss of power fol-
lowing the Great Depression, which led to a change in the balance of forces
in relation to other socictal groups and government. Furthermore, the own-
crs and managers of corporations were too narrowly focused on their own
particular business concerns due to the pressures of market competition, did
not have the breadth of vision to formulate general policics, often disagreed
among themselves, and in any event did not have the institutional capacity
to generate policy alternatives or the clout with government officials that is
often attributed to them by “socicty-oriented™ theorists (sec Manza 2000,
pp- 305-307, for a concisc statcement of historical institutionalists’ main
concerns relating to the New Deal).

Although the non-Marxian powcer ﬂnalysts who stress the largc role
business plays in American socicty always have agreed that governments
arc potentially autonomous (sce, for example, Domhoff 1967; Mills 1956
Mann 1993), we come to ncarly the opposite conclusion in the casc of the
United States cven though some of the disagreements are of course a matter
of degrec. To begin with, on the basis of our analysis in the previous sec-
tion of the long-standing naturc of business dominance in the United States,
we doubt the historical institutionalist claim that large financial institutions
and corporations quickly lost power in the face of the Great Depression due
to the public’s loss of confidence in business. Instead, we demonstrate that
corporatc groping for ways to copc with the conscqucnccs of an uncxpcctcd
cconomic catastrophe of huge proportions, along with disagreements be-
tween the Northern and Southern scgments of the owncrship class on labor
issucs, account for the outcomes during the New Deal that are stressed by
historical institutionalists.

Duc to the existence of the policy-planning network discussed in the
previous section, we disagree that the main nongovernment experts involved
in policymaking during the New Deal were independent in the way that his-
torical institutionalists claim. We agree that experts were important because
thcy introduced new ideas that mattered, and that many cxpcrts were inde-
pcmlcnt of cither the corporatc community or the government. However,
most of the experts who influenced public policy on the key issues we discuss
in this book were employces of the corporate moderates in a policy-planning
nctwork that grew gradually over the first three decades of the twenticth
century, with its main organizations fully developed and in place shortly
before the New Deal began. Here we are referring to foundations such as the
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Carnegic Corporation and the Rockefeller Foundation; think tanks such as
The Brookings Institution, the National Burcau for Economic Rescarch, the
Social Science Rescarch Council, and Industrial Relations Counsclors, Inc.;
and discussion groups such as the National Industrial Conference Board and
committecs of the National Association of Manufacturcrs and the Chamber
of Commerce of the United States (now called the U.5. Chamber of Com-
merce, the name we usc in this book for simplicity’s sake). Historical insti-
tutionalists deny that the foundations and think tanks in this network are
as closcly linked to the corporate rich as we think they are, so the evidence
we present throughout the book for our claims on this issuc is especially im-
portant in a comparison of our views with theirs (sce, for example, Amenta
1998; Hacker 2002; Hacker and Pierson 2002; Orloff 1993).

We also show, in disagreement with the historical institutionalists, that
the state-building before and during the New Deal was carried out in large
part by the corporate moderates with the help of their policy-planning net-
worlk, as first scen in the twenticth century with the formation of the Fed-
cral Trade Commission (Kolko 1963; Weinstcin 1968, Chapter 3) and the
Burcau of the Budget (now called the Office of Management and Budget to
reflect its expanded powers) (Domhoff 1970, p. 180; Kahn 1997). The im-
portance of this corporate-financed policy-planning network in shaping the
American government will be demonstrated once again in this book. In fact,
the creation of the Agricultural Adjustment Administration and the Social
Sccurity Administration can be fairly characterized as state-building by the
capitalist class and the policy-planning network rather than as state-building
by government officials.

Contrary to historical institutionalists, we also argue that most clected
officials were not im.lcpcndcnt of the moderate conservatives and ultracon-
scrvatives in the corporate community, who provided the lion’s share of
their financial support in the twenticth century, including the New Deal era
{Alexander 1992; Heard 1960; Overacker 1932, 1933; Webber 2000). In
fact, it was not until 1936 that organized labor and liberal governmental
appointees provided an appreciable amount of money to the Demacratic
Party (Webber 2000, pp. 107-126; Overacker 1937, pp. 489-490).

Finally, we raisc questions about the reputed independence of the Ameri-
can federal government due to the fact that most of the ﬂppointcd officials in
government agencics come from corporations and the policy-planning net-
worle, once again including the New Deal cra (Burch 1980, 1981a, 1981b;
Mintz 1975; Salzman and Domhoff 1980). This point holds very strongly for
the Agricultural Adjustment Administration and the Social Security Adminis-
tration, but the National Labor Relations Board provides a major exception

from 1935 to 1939 (Gross 1974, 1981).



