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			Book Presentation: Winner-Take-All Politics by Jacob S. Hacker and Paul Pierson

			Book Abstract

			The real culprit behind one of the great economic crimes of our time – the growing inequality between the vast majority of Americans and the richest of the rich – isn’t any of the usual suspects like foreign trade, globalization, technological changes in the workplace or outsourcing. The guilty party is American politics. The winner-take-all economy is primarily a result of winner-take-all politics.

			In the 1970s, a major transformation of American politics occurred which has been carried on by successive administrations. Big business and conservatives have allied to undo the nation’s traditional regulations and progressive tax policies which had always helped ensure a fair distribution of economic rewards occurred. Deregulation sparked a thirty-year war which has led to the current winner-take-all economy where the rich get richer and the rewards are not evenly spread out at all.

			To again recreate the level playing field which has always characterized the genius of the U.S. political and economic system, American politics will need to undergo a period of renewal similar to that which has happened periodically throughout the nation’s history. Ways and means will need to be found which will allow the voice and interests of middle-class Americans to be heard and acted upon in Washington.

			About the Author

			Jacob S. Hacker is professor of political science at Yale University. He is a Fellow at the New America Foundation and is the author of several books including The Great Risk Shift and Off Center.

			Paul Pierson is professor of political science at the University of California at Berkeley. He is also the author of several books including Politics in Time and Dismantling the Welfare State. 

		


		
			Summary of Winner-Take-All Politics (Jacob S. Hacker and Paul Pierson)

			The Winner-Take-All Economy

			At the end of World War II, prosperity in America was broadly distributed up and down the entire income ladder. Since the 1970s, however, three undeniable facts have emerged:

			
					The share of income earned by the top 1 percent has gone from 8 percent in 1974 to 18 percent in 2007.

					The shift of income towards the top has been sustained and increasing steadily from 1980 onwards.

					Very few of these gains to the rich have trickled down to middle- and working-class Americans.

			

			When all the economic data is crunched, it is clear the outsized gains of the rich have come at the expense of those lower on the economic ladder. Admittedly, the real household incomes of all groups have risen modestly but by and large these gains are the result of people working longer hours than before more than anything else. Even in the most recent economic downturn – which has been the worst in more than seventy years – the real pretax income of those in the top 1 percent has kept on steadily rising by 10 percent a year while unemployment has risen to the highest level ever recorded.

			Some people suggest education is the real culprit and that the economy increasingly rewards those who have the right education. The suggestion that skill-biased technological change is occurring in the economy as evidenced by a shift towards knowledge-based employment is correct, but the undeniable fact is other rich nations have not seen winner-take-all play out in their economies. As they have gone through the same adjustments America has, they have not seen this same phenomena of the rich forging ahead. There is something unique about America’s winner-takes-all economy which transcends technological change.

			“This is an economic puzzle. It is also a political puzzle. Democracy may not be good at a lot of things. But one thing it is supposed to be good at is responding to problems that affect broad majorities. How could events and trends like these evolve with so little response from democratically elected leaders? Indeed, the puzzle is even deeper. For government was no mere bystander in many of these developments. It actually pushed them along.”

			How the Winner-Take-All Economy Was Made

			The prevailing wisdom is that America’s winner-take-all economy is just an economic by-product of dynamic marketplaces and the government does not have anything much to do with it at all. The facts speak otherwise. Most of the time, when people talk about government, they focus on the programs which are intended to help those at the bottom of the economic ladder – the minimum wage, the Earned Income Tax Credit and Medicaid for vulnerable children and families. The real story, however, lies in analyzing what political leaders have done for those at the top in terms of taking action or failing to take corrective action when big business have pushed new legislation through Congress.

			In practical terms, the federal government has been asleep at the controls when:

			
					Taxes for the rich have fallen from 75% in 1970 to less than 35% in 2004.

					Trade union membership has gone from one-in-three after World War II to one-in-nine in 2010.

					Executive pay rates have skyrocketed by any standard imaginable – even in down markets.

					Stock options have been freed up to be used to lower the visibility of high payouts for executives.

					Regulatory restrictions on the financial markets were first lowered and then almost eliminated altogether.

			

			All of these factors suggest business has enjoyed the upper hand in both Washington and the broader workplace for quite some time now. There have been deliberate failures on the part of elected officials to work energetically towards offsetting increasing inequality. In fact, U.S. public policies of recent decades have actively nurtured rising inequality rather than address it. Contemporary American politics seems to have fallen victim to a system where the most powerful and the most well resourced entities reign supreme.

			“During my seven and a half years in Washington, nothing astonished me more than witnessing the powerful special interest groups in full swing when they thought a proposed rule or piece of legislation might hurt them, giving nary a thought to how the proposal might help the investing public. With laser like precision, groups representing Wall Street firms, mutual fund companies, accounting firms, or corporate managers would quickly set about to defeat even minor threats. Individual investors, with no organized labor or trade associations to represent their views in Washington, never knew what hit them.” 

			– Arthur Levitt, former chairman of the Securities and Exchange Commission

			A Brief History of Democratic Capitalism

			It has long been recognized the imbalance between rich and poor is the Achilles’s heal of any republic. In fact, the history of the United States with its own distinctive form of democratic capitalism has been marked by periods of gridlock and deference to economic power. These have always to date been followed by dramatic moments of political renewal where the concerted efforts of political reformers have restored the balance.

			While political and economic freedom do go hand-in-hand, they are always in tension with each other. Political equality lies at the heart of democracy in that “all men are created equal” but in the marketplace, money matters a lot. While the rich and the poor may have one vote each, economically the “golden rule” reigns supreme – he who has the gold makes the rules. Whenever markets operate in damaging ways, it is expected politics will correct the imbalance.

			The Founders when constructing the new American republic were well aware deep class divisions would undermine democracy. They therefore specified voters did not need to be property owners so the median voter would have political influence. It is this median voter which ultimately drives what politicians do. The median voter’s income is below the average income and therefore politicians seeking the median voter’s vote will be motivated to redistribute income through government mandate. The government and the law have always acted as a counterbalance to the influence of property and the markets.

			The challenges facing America today are certainly not new. The Roaring Twenties were an era of unbridled capitalism dominated by free market sentiment and industry-dominated politics. It wasn’t until they gave way to the Great Depression that substantial reforms of governance in order to address new economic realities came about. In the most concentrated burst of economic reform in American political history, the New Deal was ushered in under the guidance of President Franklin D. Roosevelt. Banks were regulated and consumer deposits were insured. The securities industry was placed under tight new restrictions. Taxes were levied on the rich and public spending increased to boost the economy, ultimately creating jobs for the destitute and poor. The end result was a new economic order premised on the concept the federal government had a mandate and responsibility to stabilize the economy, provide widespread economic security and where necessary redistribute wealth from rich to poor.

			The ongoing health of American democracy has always depended on these periodic renewals. They ensure that new economic changes which arise don’t cripple the government and allow the powerful to steamroll the rest of us. Since the late 1970s, America has been primed for another of these renewals but it seems to have been placed on long-term hold. The winner-take-all economy of recent years seems to be the manifestation of one of the fears expressed by the Founders that the balance of government would tip towards those who had the greatest resources and therefore the most economic clout. How American politics has managed to close the long era of shared prosperity and usher in the winner-take-all economy – regardless of which party is in power – is a phenomena worth examining in much greater detail.

			The Unseen Revolution of the 1970s

			Conventional political history suggests the 1960s were an era of rising discontent where the fabric of America unraveled in the blowtorch of civil rights, Vietnam and rising crime. Conservatives, led by Richard Nixon, seized the White House and pioneered the politics of resentment based on an “us-versus-them” mentality. The simple fact is, however, Nixon’s election in 1968 wasn’t really a switch point in American politics. Rather, it was the election of Carter in 1974 which heralded in a major shift in economic policy. In the mid- to late-1970s, the call for deregulation became overwhelming as there was a general perception marketplace regulation was a serious curb on economic growth.

			Most people view elections as gladiatorial contests between nominees but the reality is much of what elected politicians do is mundane and mind-numbingly detailed. The critical factors are public policy – what the government actually does – and organized interest groups. The ability to dictate policy is the grand prize of election and the main competitors are not the voters who are usually blissfully ignorant about many matters but organized groups who are professionally organized and well resourced to push their political agendas forward. Elections are made for TV because they involve head-to-head competitions between high profile candidates but it is those organizations operating in the background who push whichever politicians ultimately get elected which are the real long-term winners. Over the last thirty years, organized business groups have become much better at what they do and subsequently have become the crucial actors in the political fights which are taking place.

			“Of the billions of dollars now spent every year on politics, only a fairly small amount is directly connected to electoral contests. The bulk of it goes to lobbying – sustained, intense efforts to shape what happens in Washington. Officially, over $3 billion is now spent every year by lobbyists. This figure has nearly doubled in just a decade and almost certainly dramatically understates true expenditures to influence policy. For powerful groups the center of action is in Washington, not the swing states. And more and more over the past thirty years, Washington has become their playground.”

			The Politics of Organized Combat

			“Business must learn the lesson that political power is necessary; that such power must be assiduously cultivated; and that when necessary, it must be used aggressively and with determination – without embarrassment and without the reluctance which has been so characteristic of American business.”

			– Future Supreme Court justice Lewis Powell, 1971.

			It is widely recognized that from 1969 to 1972, the American business community suffered a series of political setbacks with the creation of the Environmental Protection Agency, the Occupational Safety and Health Administration, the Consumer Product Safety Commission and others. In response, big business organized itself. The number of corporations which had public affairs offices in Washington grew from 100 firms in 1968 to more than 500 firms in 1978. Registered lobbyists surged from 175 firms in 1971 to more than 2,500 by 1982. And even more impressively, companies started learning how to work together. Corporate Political Action Committees increased from less than 300 in 1976 to more than 1,200 in 1980.

			These business interests were initially spurred by what was perceived to be the federal government’s overreach but they soon learned how to apply the tools of marketing and communications to generate mass grassroots political campaigns. Business also massively increased its political giving just as the costs of running campaigns began to skyrocket because of television. Not only that but a number of wealthy families also started pouring resources into efforts not just to fund candidates for reelection but also to shape the broader political climate. They became much more willing to openly put their money where their true ideology was. Idea factories were built rapidly and on a massive scale which politicians could not ignore.

			As all of these companies got better at coordinating their efforts towards shared goals, they became much more proactive in flexing their newfound political power. When President Jimmy Carter attempted to establish a new Office of Consumer Representation, the Business Roundtable and a coalition of hundreds of firms orchestrated a massive grassroots attack which ultimately saw the bill voted down even though the Democrats controlled both Congress and the White House. Carter had campaigned on tax reform and when he introduced a bill which called for a hike in the capital gains tax and some simplification of the tax code, an amendment in the House bill was made which in fact cut the capital gains tax rate in half instead. Three years later after Ronald Reagan was elected, the 1981 Economic Recovery and Tax Act was passed. This reduced top income rates and put in place generous new depreciation rules and enough tax loopholes to ensure corporations paid sharply reduced taxes overall. In essence, this was a rewrite of the nation’s tax laws in favor of winner-take-all outcomes.

			The Middle Goes Missing

			As the corporations have become better organized at lobbying for their interests, those organizations which have traditionally amplified the thoughts and interests of middle- and working-class Americans have gone AWOL. A good illustration of this is the American Legion. Unions were on the front lines of all the major economic battles of the mid-century but in the
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					The capacity of entrenched elites and those who control sizable financial resources to block needed reforms will need to be reduced.

					Ways will need to be provided so more of those voters whose voices are currently drowned out by the moneyed interests can be heard by the politicians who represent them.

					The development of groups which can provide an ongoing, organized capacity to mobilize middle-class voters and monitor government policies and politics on their behalf will need to come together.
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