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Corruption by Proxy

Public office is a privilege, not a right, and people who accept the privilege of holding office in the Government must of necessity accept that their entire conduct should be open to inspection by the people they are serving.1

—HARRY TRUMAN


	A new corruption that is extremely difficult to detect is taking over our political system.

	It is most lucrative; instead of thousands of dollars, the sums amount to millions or even billions.



The 2016 election left Americans deeply divided. Some found themselves enthused and encouraged by the outcome. Others were disappointed and depressed. But the vast majority of the American people were unified about one thing: the belief that corruption is rampant in Washington. Polls revealed that three out of four Americans believe that there is “widespread government corruption” in Washington, and perhaps the holdouts are not paying attention. The concern over widespread corruption is growing. The number was two in three back in 2009.2

Politicians who practice corruption have created a crisis of confidence in our government. Only 19 percent of the American people in a recent survey trust the federal government to do the right thing.3

Americans have known for quite some time that some politicians make themselves rich through public service. Who could forget Louisiana congressman William Jefferson stashing $90,000 in bribes in his freezer?4 Or Congressman Randy “Duke” Cunningham who created a “bribery menu” that netted him $2.4 million?5 Then there was the 2006 Jack Abramoff bribery case that led to a flurry of convictions in Washington. The lobbyist had given gifts to politicians in exchange for favors. Abramoff was sentenced to four years in jail.6 Congressman Bob Ney pleaded guilty to taking bribes from Abramoff and was sentenced to thirty months in jail.7 Congressional aides for no less than five congressmen pleaded guilty to corruption, conspiracy, obstruction of justice, and bribery charges, as did executives in the Bush administration from both the Department of the Interior and the Justice Department.

Other forms of corruption have been exposed over the past decade that, while not leading to jail time, have led to great public scrutiny and embarrassment. In my book Throw Them All Out, I exposed insider trading on the stock market by members of Congress. When the book was published and featured on 60 Minutes, it set off a national firestorm that led to the passage of the Stop Trading on Congressional Knowledge (STOCK) Act.8 In my book Extortion, and in another 60 Minutes story, I revealed how politicians enriched themselves using mafia-like tactics.9 In Clinton Cash, I laid out how the Clintons monetized access and official favors.10 Polls conducted in 2015 and 2016 showed that a sizable portion of the American public believed that the Clintons were corrupt.11 And the Federal Bureau of Investigation launched an investigation based on the book’s findings.12

Following the money in those projects was simpler, using financial disclosures required by law.

The corruption by proxy that is the subject of this book is far more troubling and difficult to detect. Because the transactions involved do not fall under disclosure laws, they are invisible or, at least, hidden from public scrutiny. Financial deals channeled through politicians’ family members do not require disclosure. Identifying deals and the parties involved takes intense research. These transactions nevertheless make good money for a politician and his family and friends. Politicians are constitutionally obligated to make decisions that are best for the people they serve. These deals direct the politician’s loyalty elsewhere.

We are used to the typical “revolving door” corruption where government officials will carry out policies and then, after leaving office, take a job from those who benefited. But with most of the deals covered in this book, these politicians do not wait until they leave office. The accumulation begins while they are still serving. Rather than personal accumulation, the wealth flows to someone who is important in their life—a child, another family member, or a close friend. Those relatives are not required to disclose publicly how much money they are making or from whom. It is a pernicious form of what I call corruption by proxy.

Politicians are like the rest of us in that they avoid overtly criminal or publicly embarrassing behavior. Today, only the most arrogant, desperate, or stupid politician would take a direct payment from someone in exchange for a favor. Even without a clear exchange, savvy politicians are likely to avoid transactions that lead to a dramatic increase in their own net worth, lest they draw negative attention from an already skeptical public.

So a new corruption has taken hold. It involves larger sums of money than ever before. Instead of stuffing tens of thousands of dollars into a freezer, they stuff multibillion-dollar equity deals done in the dark corners of the world into family members’ bank accounts.

As some political leaders are making influential decisions that affect everything from national security to our standard of living, large sums of money are funneled to their families and closest friends. Only the most naive would believe that these deals are a coincidence. This money often flows from foreign governments or oligarchs. The timing of these transactions and the amounts involved raise serious questions about the leaders’ integrity and decision making. The high-level policy choices make the news, but the transactions quietly taking place below the surface do not.

How do I define corruption? By corruption, I mean when officials “abuse their positions for private gain . . . Corruption is the dishonest or fraudulent use of power for personal gain.”13

It is often illegal—but not always. Some forms of what most of us would regard as corruption are still technically “legal.”14 These cases, where abuse of power is most certainly occurring, and where the public appears to have no legal recourse short of voting the abuser out of office, are especially demoralizing to Americans. In the old days of the Tammany Hall machine, this was known as “honest graft.” George Washington Plunkitt, who helped run the corrupt Tammany machine, explained that often what he called honest (legal) forms of corruption were more profitable than the illegal forms. “There is so much [honest graft] in this big town that they would be fools to go in for dishonest graft,” he famously said.15

In the world of finance, everyone understands the subterfuge of “offshore” assets. Corporations and high-net-worth individuals stuff their assets and money into obscure limited liability companies or bank accounts in places like Panama, Belize, and Cyprus. By doing so, it becomes very difficult, if not impossible, to map out their transactions. Some do it to avoid taxes. Others try to obscure how and with whom they do business.

When it comes to corruption in Washington, the same sort of thing is occurring. The American political class is “offshoring” its corruption.

Sometimes, politicians will literally offshore corruption by moving the location of the deal, the entities, and the players involved, abroad. Other times, they offshore corruption metaphorically by shifting the cronyism out of their own hands and into those of their children or a close friend to leverage from afar and avoid detection. Either way, the results are the same: like the financier who puts his assets in a bank in Belize, it becomes very hard to track the flow of money and exchange of services. Politicians and their families are increasingly able to avoid public scrutiny and accountability for the selling of influence. And the sums involved are enormous.

So exactly how are politicians “offshoring” their corruption?

First, the foreign entities that are providing the funds and favors for politicians oftentimes have fewer disclosure rules than those in the United States. Again, to use the analogy of offshore banking, the financier who is trying to hide his assets would rather put his money in the Bank of Belize than in the Bank of America. The Bank of Belize has far fewer disclosure rules than the Bank of America. Corrupt politicians like this. A Chinese firm providing deals for them or their family is not required to disclose much of anything when compared to a U.S. publicly traded company. So in a strange way, corrupt politicians would rather seek financial opportunities from shady foreign entities than American corporations. Bigger paydays with less scrutiny result.

Second, by offshoring their corruption via deals for their family and close friends, politicians are not required to disclose such financial gains. In American politics, great scandals have fortunately led to ethics crackdowns. The Bobby Baker scandal, which rocked the U.S. Senate, exposed influence peddling, tax evasion, fraud, and theft by an influential Senate aide. This led to the creation of a Committee on Standards and Conduct in 1964. The Senate created its first ethics code four years later following another financial scandal involving Senator Thomas Dodd. In 1991, a scandal involving then senator David Durenberger forced the Senate to ban members from receiving speaking fees. In the House, a scandal involving Adam Clayton Powell Jr. led the House to establish a Committee on Standards of Official Conduct in 1967 and to pass ethics codes in 1968 and 1970.16

As a positive result of these crackdowns, politicians have been required to disclose their income, assets, and financial transactions, as well as those of their spouses. In short, if a politician or a politician’s spouse directly gets a big payday, it would be illegal to hide. Failing to report it would be a violation of federal law. Yet failing to report that their adult child or friend got a big payday as a result of the politician’s policy actions is not against any law. It is “offshore.” None of those jackpots needs to be disclosed to the public.

Besides being off the disclosure grid, offshore transactions provide plausible deniability when facing scrutiny. If money lands in a politician’s bank account, there is evidence of a direct benefit. Even if it shows up in the bank account of their spouse, questions would be raised. But what if the money, the job, or the business opportunity falls to a politician’s adult child or best friend? Even if that transaction were to become public, there would be an added layer of legal protection.

In short, this is corruption by proxy. It is essentially a form of “political arbitrage,” where friends and family members of powerful political figures have positioned themselves to serve as conduits or middle men between those seeking influence and those who possess political power. This creates previously unimaginable pathways to wealth for the political class. Better still for them, because of limited disclosure rules, much of it can go on undetected.

Foreign governments and oligarchs like this form of corruption because it gives them private and unfettered gateways to the corridors of Washington power. There are a myriad of things they may want: approval to take over an American company; the transfer of sensitive technology; trade deals; or favorable policies concerning military or national security matters. Foreign entities cannot legally make campaign contributions, so using this approach creates an alternative way to curry favor and influence America’s political leaders. Simply camouflaging these transactions as business agreements provides another shield of plausible deniability.

Such corruption is especially bad because it makes American politicians vulnerable to overseas financial pressure. The political leaders identified in the chapters to follow have often seen themselves and their families become wealthy with a single deal provided by a foreign government. So we have American politicians whose wealth is tied up with being in the good graces of foreign governments. What could possibly go wrong?

Using a politician’s adult child or close friend as a proxy may provide only an indirect benefit to a politician, but that does not make it less troubling or threatening to the public interest. Indeed, the law says that if an elected official performs an act for someone’s benefit and that someone provides a benefit to their family or close friend—it is still illegal. Just as a foreign bank account set up under a foreign limited liability company does not shield the financier from scrutiny for trying to avoid taxes, proxy corruption should not limit scrutiny of the politician or his shell game.

Make no mistake: enriching a friend or family member of a politician and getting something in return still constitutes a bribe. The Organisation for Economic Co-operation and Development (OECD) is an international body of the world’s largest economies. As the OECD’s Anti-Bribery Convention notes, “individuals and companies can also be prosecuted when third parties are involved in the bribes transaction, such as when someone other than the official who was bribed received the illegal benefit, including a family member, business partner, or a favourite charity of the official.”17

Direct bribery is only the most obvious form of corruption. Politicians (at least those who are halfway smart) avoid that sort of behavior. It has long been recognized that direct bribes are the least of our concerns when it comes to corruption. Even a century ago, a scholar noted that there are far more troubling and sophisticated forms of bribery. As Professor Robert Brooks wrote back in 1909, “It is this condition of affairs which makes the subtler aspects of corruption so much more dangerous and so much less easy to cope with than common bribery.”18

Brooks also noted that the smart politician of his day would avoid obvious bribery. “Corruption in its more insidious forms is not the vice of low intellects,” he noted.19 And so it still is today. Corruption by proxy takes some sophistication.

AMERICAN PRINCELINGS

Throughout human history, almost regardless of culture, the family has proved to be an effective gateway to curry favor with the powerful. In Europe, Africa, and Asia, high-ranking political figures and oligarchs have used marriage and family as a means of gaining political standing and influence. European kings would marry off their sons and daughters to rivals or competitors, thereby striking a bargain or alliance. It was an efficient—if less than romantic—means of accumulating power and wealth. In Europe, the royal houses often intermarried out of political expediency. Famously, Mary, Queen of Scots, was crowned after her father James V died while she was but an infant. After a betrothal to Henry VIII’s infant son, Edward, failed to ameliorate tension with England, she was sent to France, her mother’s homeland, as a five-year-old. There she was betrothed to marry Francis, the heir to Henry II, king of France. After the ineffectiveness of the first betrothal, it was part of what was hoped to be a Franco-Scottish alliance against England.20

In the United States, these arrangements have also been historically true, even if the stories lacked the titles of kings, queens, and princes. American politicians from the earliest days would marry their children off to the wealthy, leading to some powerful alliances. As Stephen Hess has pointed out in his classic study America’s Political Dynasties, “the correspondence of Presidents John and John Quincy Adams is filled with tales of money miseries; then the latter’s son married the daughter of Peter Chardon Brooks, Boston’s first millionaire.”21 The powerful Livingston family of New York in one generation had five girls marry U.S. congressmen, creating a powerful commercial-political alliance. The great industrialists of the nineteenth century often married their daughters off to politicians so they could literally be “wedded” to power in Washington.22

Of course, today such arranged marriages would be considered outrageous. The notion of an American politician offering his daughter to a Chinese oligarch in an arranged marriage for convenience or alliance offends our modern sensibilities. But such “marriages” still take place. Instead of taking the form of matrimony or vows of fidelity, the union instead comes in the form of private equity or business alliances. The tie that binds is not marriage but money. The cross-border marriage has been replaced by the cross-border joint venture. Foreign oligarchs are eager to “marry” into notable American political families via lucrative financial deals, thereby leveraging access to the highest reaches of political power.

The alliance of American political family members with foreign powers is a relatively new phenomenon in the United States. Certainly, there have been occasional examples that were considered scandalous behavior in the past. Billy Carter, brother of President Jimmy Carter, famously took money from the Libyans.23 President Bill Clinton’s brother Roger took money from the South Koreans.24 President George W. Bush’s brother Neil got a nice deal from a Chinese computer company backed by the son of the Chinese president.25

These alliances seem essentially ad hoc and haphazard, and the amounts of money small when compared to the alliances revealed in this book. Instead of hundreds of thousands of dollars, we are now seeing hundreds of millions of dollars involved in calculated unions that exploit American political family ties.

It is becoming more commonplace, more lucrative, and more systematic for the children of powerful American politicians to go into highly profitable business because people want to curry favor with their important parents.

This is, after all, the way corruption often occurs in other countries. In almost every country, family ties are exploited for financial gain. In many parts of the world, the children of powerful political figures go into business and profit handsomely, not necessarily because they are good at business, but because people want to curry favor with their influential parents. In China, for example, hundreds of children of high-ranking Communist Party officials have gone into business over the decades. They thrive precisely because someone wants something from their powerful parents. They even have a term for them: the Princelings.26

As we will see, many of the deals discussed here involve Chinese state-owned companies doing deals with family members of America’s most senior politicians. China employs a strategy with other countries to make friends with foreign officials and politicians to advance their interests.27 In Canada, the head of the Canadian Security Intelligence Service noted a few years ago how Chinese officials were “cozying up to politicians” to score favorable policies. A Canadian member of Parliament went on national television and described how when his colleagues traveled to China they were offered lucrative business deals by Chinese officials.28

China, of course, is not alone in doing this. As we will see, other countries employ this strategy as well. And they largely do it through the family members of politicians because that is the way such deals are done in their own countries.

The problem, of course, is not commercial deals with China per se. I believe that business and trade relationships between American and Chinese firms are healthy. The problem is commercial and financial deals between Chinese government entities and the families of American politicians. It is hard not to see these sorts of deals as sophisticated payoffs or bribes.

Part of the reason that China figures so prominently is because the world’s most populous country is one of the fastest-growing economies on the planet. There is lots of money to be made and passed around. China also boasts a political culture that is comfortable with juicing “Princelings” into deals, which is one of the reasons Sarah Chayes, in her book on global corruption, considers it “one of the world’s most corrupt countries.”29 But China is not alone: countries like Ukraine and Russia also figure prominently in this story because they also have political and economic cultures that are deeply corrupt. And America’s top political families appear all too eager to sign fruitful deals with them.

The American media has run endless stories on the Chinese Princelings. But as we will see, American Princelings are the sons, daughters, siblings, and closest friends of America’s most powerful political figures—presidents, vice presidents, cabinet officials, senators, and congressmen—who have accrued financial benefits because of the political power that their parents, family, or friends wield. And it is not just federal officials who have been attracted to the Princeling method. Even mayors have embraced it, striking alliances with corrupt officials halfway around the world.

Foreign governments and oligarchs are seeking personal financial relationships with America’s political elite. And many of those elite appear all too happy to oblige, their increased wealth perpetuating their family empire’s elite status. America’s political elite thus focus their loyalty and obligation on their kids’ financial interests, or the family financial “empire,” over loyalty owed to their country. While we admire people, including politicians, who prioritize love and support of their families, especially their children, we must also clearly hold them as public servants to a standard that does not compromise our nation by abusing their vested power on behalf of family and friends.

GLOBALIZATION OF CORRUPTION

The explosive growth in global business markets has changed the face of corporate America. As American corporations have become global economic players, they have lost much of their American identity and loyalty. Back in 1996, Ralph Nader wrote to the chief executives of one hundred of America’s largest corporations. After pointing out the fact that these corporations received substantial tax benefits and subsidies from the United States, he urged them to show support for “the country that bred them, built them, subsidized them, and defended them” by opening their annual stockholders’ meetings with the Pledge of Allegiance. Only one corporation responded favorably (Federated Department Stores). The others dismissed the idea on the grounds that, in the words of the Ford Motor Company, they are “multinational,” not American.30

It has been argued that globalization leads to greater world peace by the blurring of national borders. Commercial relationships between countries and people cause them to share more common interests and become more cooperative, so the reasoning goes. But as commercial relations bring countries closer, they will certainly bring political elites together. What happens when American political elites and their families create strong, that is lucrative, commercial ties with foreign governments? Compromised national security does not equate with world peace.

As our business markets have become globalized, so too has corruption. Globalization is blurring how our politicians view their first allegiance to country. Those exposed in this book would all vehemently deny that their families’ commercial deals with foreign governments and oligarchs influence their decision making or make them sympathetic to the political needs of their commercial partners. Not only does this seem preposterous on its face, but by doing so they are denying a central tenet of the commercial globalism that they endorse. Free trade and exchanges between nations generally create goodwill between countries, but profitable commercial deals between foreign governments and America’s political elite undermine the latter’s vision for leadership by warping their priorities.

American corporations have broadened their allegiances because their customers and operations are increasingly global. In other words, their financial interests extend far beyond America’s borders. The same is happening to some American politicians. Those whose families strike profitable commercial deals with foreign governments or corporations can naturally be expected to show greater sympathy to those foreign entities. But how will they handle issues when the interests of their foreign commercial partners collide with the interests of the United States? Foreign governments looking for favorable treatment from the powerful in Washington easily attach financial strings in the guise of “globalization.”

Foreign governments and oligarchs have become more aggressive in Washington over the past half-century. This coincides with foreign governments spending more and more to court our politicians. For example, the late Harvard professor Samuel P. Huntington allows that in “the mid-1980s Mexico was spending less than $70,000 a year on lobbying Washington, and President Miguel de la Madrid (a graduate of the Harvard Kennedy School of Government) lamented the difficulty he had getting his diplomats not just to deal formally with the State Department but to develop close relations with the congressmen who had the real power to affect Mexico’s interests.”31 Today, the government of Mexico and Mexican companies, along with many other countries, hire armies of lobbyists and government-relations operatives to get what they want from Washington.32 Foreign governments who cultivate commercial ties directly with our politicians and their families have realized that this is a more efficient investment.

At a minimum, these sorts of deals make foreign oligarchs and governments unofficial constituencies that politicians are incentivized to please, thanks to these economic ties.

The bottom line is that globalization has transformed the world economy, but it has also, in the words of Laurence Cockcroft in his book Global Corruption, “both exposed and accelerated corruption.”33

SMASH AND GRAB

It has been said that to the extent that government can do something for you, it can also take something from you.34 And sometimes nearly destroying an industry or business can create opportunities for a powerful politician’s friends, who create wealth by proxy, and can then channel some of it back to the politician’s interests or war chest.

We traditionally think of cronyism as politicians doing favors for well-heeled allies and friends. Maybe it takes the form of corporate welfare—that is, providing government grants or favors to connected businesses. Cronyism could take the form of government bailouts for a failing business or perhaps government-backed loans. In short, traditional cronyism uses the power of government to provide commercial opportunities or favors for connected friends and family members.

But there are other favors that the government can perform. In recent years a new method of cronyism has emerged that we will call “smash and grab.”

Ask any street cop and he or she will describe the crime this way: someone sees a wallet or a purse sitting on the front seat of a locked car. The culprit wants it. So he smashes the window, grabs the wallet or purse, and takes off.

Smash and grab in government works in a similar way, only while one guy smashes, another grabs. Say there is a particular company or industry with large assets. The government, by their words or policies, “smashes” the industry on the grounds that it is bad, destructive, or dangerous. This is often done because an industry or company is deemed harmful to the environment or damaging to public health, or it exploits vulnerable people. Once “smashed,” the valuation of that industry or company drops dramatically. But then something else happens. Investors or financiers closely tied to that politician suddenly buy the company or buy into the industry for pennies on the dollar. The company or industry is then resurrected to its previous luster and its valuations rise dramatically under new owners who have close ties to the politicians.

Smash and grab is an effective form of cronyism because, as with Princelings, it is by proxy and thus hard to track. Unlike traditional forms of corporate welfare, the action of smashing a company or an industry is often wrapped in a benevolent light. The very act of smashing an unpopular industry is presented to the public as a virtue, not as a vice. This, of course, can obscure the larger crony pattern.

As we will see, in recent years the federal government has smashed a variety of industries—coal, for-profit colleges, oil companies, payday lenders—while politically connected financiers who are close to those doing the smashing have then swooped in and bought up those same companies at a deep discount. The politician gets to claim a virtuous act done in the public’s interest, while his or her closest friends and money supporters clean up financially. Smash and grab is profoundly destructive because it not only manipulates the economy, but also generates wealth for the close friends of politicians by first destroying someone else’s wealth.

BEYOND DISCLOSURE

With the public keenly resentful of and focused on traditional corruption, these new proxy methods have become increasingly popular with politicians. When corruption is detected and exposed, it has consequences. Recent political history demonstrates that people are very concerned about political corruption and leaders lose power when it is exposed. For example, a series of scandals in 2005 and 2006 resulted in the resignation of four Republican members of Congress. The Republicans lost their majority status in the 2006 election.35

In 2016, persistent questions about Bill and Hillary’s financial transactions in light of her duties as secretary of state, as well as the scandal involving her secret e-mail server, damaged her popularity with voters and helped cost her the election.

Much of the media focus on the question, “What are politicians required to disclose?” They track individual campaign contributions, donations from political action committees, and independent expenditures for campaigns. Transparency is essential in these areas and requires ongoing public vigilance to be effective. Yet there is so much more hiding offshore. While traditional forms of corruption continue to occur, many politicians use proxies to cloak their transactions. 

Our legal system ends up unevenly applying justice and failing to prohibit the corrupt practices that most threaten sound government. Think about it: failing to disclose a $2,700 campaign contribution, or making a quid pro quo deal for that donation, will land a politician in legal trouble. But what about a multibillion-dollar private equity deal involving a family member and foreign government? While the $2,700 contribution must be disclosed by law, the billion-dollar deal does not need to be reported. And while trading favors for a campaign contribution can get you sent to jail, the legal system essentially says about a private equity deal, “Nothing to see here. Move along.”

In earlier eras, corruption was mostly limited to individuals exploiting their positions of power and influence. It could be beaten back, if not completely expunged. Today’s corruption is different—harder to see, financially complex, and therefore harder to combat. Most interestingly, perhaps, the political class possesses an ideology that in a true Marxian sense serves to justify its authority and privilege in its own eyes. Its members would have us see no conflict between their self-interest and the public good. Its members would have us believe that those private deals will not influence their judgment.

“Trust us,” they say.

Boss Tweed, who ran the Tammany Hall operation, used the typical bandwagon defense: “The fact is New York politics were always dishonest—long before my time. There never was a time when you couldn’t buy the Board Alderman. A politician coming forward takes things as they are. This population is too hopelessly split up into races and factions to be governed by universal suffrage, except by bribery of patronage or corruption.”36 You hear echoes of the same in Washington today. Many political elites see inside deals as the oil that keeps the machinery of government working, and keeps smart people like them in public office. It is dishonesty in the name of empire-building.

Others will argue that corruption really does not matter; that it is a victimless crime. So what if politicians and their families get rich? Who cares? It doesn’t affect me.

But corruption plays a profound role in the kind of leadership we get, because corruption is upstream from governing.

A spill of toxins upriver from where you are drinking will foul the water you consume—and even make it poisonous. Those who believe that corruption does not really affect them fail to see that corruption is not a by-product or an afterthought in bad policies. It pollutes policies even as they are fashioned.

As we will see, vast amounts of toxins are being dumped upstream.

Machiavelli in his classic work The Prince offered blunt advice to those interested in political power. He declared that it was a good idea to be mean and ungenerous. He encouraged political figures to be harsh and to show no mercy. These were quality characteristics that could help someone stay in power. But there was one vice that he admonished his readers to avoid: corruption. “Being rapacious and arrogating subjects’ goods and women is what, above all else . . . renders him hateful.” Machiavelli declared that it was better to be feared than loved as a leader, but you did not want to be hated. Hatred led to conspiracy. And conspiracy, he warned, could bring down governments.37
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American Princelings: Two Sons and a Roommate


	The son of Vice President Joe Biden and the stepson of Secretary of State John Kerry profited immensely from secretive deals they struck with companies connected to the Chinese government.

	These deals occurred as Biden and Kerry were negotiating sensitive issues with the Chinese government.

	The deals involved billions of dollars.



Joe Biden and John Kerry have been pillars of the Washington establishment for more than thirty years. Biden is one of the most popular politicians in our nation’s capital. His demeanor, sense of humor, and even his friendly gaffes have allowed him to form close relationships with both Democrats and Republicans. His public image is built around his “Lunch Bucket Joe” persona. As he reminds the American people on regular occasion, he has little wealth to show for his career, despite having reached the vice presidency.

One of his closest political allies in Washington is former senator and former Secretary of State John Kerry. “Lunch Bucket Joe” he ain’t; Kerry is more patrician than earthy. But the two men became close while serving for several decades together in the U.S. Senate. The two “often talked on matters of foreign policy,” says Jules Witcover in his Biden biography. When John Kerry was the Democrat nominee for president in 2004, Biden had been on the “short list” as his running mate. It was widely believed that if Kerry had won in November, he would have selected Biden as his secretary of state.1 So their sons going into business together in June 2009 was not exactly a bolt out of the blue.2

But with whom their sons cut lucrative deals while the elder two were steering the ship of state is more of a surprise.

What Hunter Biden, the son of America’s vice president, and Christopher Heinz, the stepson of the chairman of the Senate Committee on Foreign Relations (later to be secretary of state) were creating was an international private equity firm. It was anchored by the Heinz family alternative investment fund, Rosemont Capital.3 The new firm would be populated by political loyalists and positioned to strike profitable deals overseas with foreign governments and officials with whom the U.S. government was negotiating.

Hunter Biden, Vice President Joe Biden’s youngest son, had gone through a series of jobs since graduating from Yale Law School in 1996. First, he had taken a position as an executive with MBNA, a major credit card–issuing bank based in Delaware, the state his father represented in the U.S. Senate. The young Biden handled legal matters for MBNA, one of his father’s largest campaign contributors. He then moved on for a brief stint in the Clinton administration at the Department of Commerce, serving under Bill Daley, brother of Chicago’s mayor.4 By 2001 he joined with William C. Oldaker, a longtime Washington, D.C. hand and campaign adviser to his father, to open a lobbying shop.5 The law firm of Oldaker, Biden, and Belair, with offices on Connecticut Avenue (just blocks from the White House), represented clients including online gambling firms, universities, and Native American tribes.6 Hunter stayed in the firm until 2008, when having a son as a lobbyist apparently did not cast the right image for his father, who had been picked as Barack Obama’s running mate.7

Hunter had tried other ventures. In 2006, he joined forces with his uncle, James Biden, to dive into the hedge fund business. The two purchased an investment firm called Paradigm Capital Management, which reportedly had $1.5 billion under management.8 It was founded by Dr. James Park, who happened to be the son-in-law of Rev. Sun Myung Moon, head of the Unification Church.9

Hunter Biden took the helm as chairman, but things did not go well with Paradigm almost from the beginning. The Bidens quickly discovered the firm didn’t have $1.5 billion under management; it had far less than half that.10 And the news got worse. A tenant named Ponta Negra Group that was subleasing an office from Paradigm was charged with orchestrating a multimillion-dollar investment fraud.11 Paradigm also became associated with Stanford Capital Management, which was exposed as a giant Ponzi scheme in one of the largest cases of financial fraud in American history.12 Paradigm managed a fund for Stanford Capital but was never accused of any wrongdoing. The Bidens did end up in major litigation involving charges of fraud and misrepresentation regarding their purchase of Paradigm. The Bidens insisted that they did nothing wrong and settled the suit in December 2008.13

Much of Hunter Biden’s professional career followed in the shadow of his father’s trajectory. And he, along with the rest of the Biden family, “formed the nucleus for [Joe Biden’s] political operations.”14 Politics was a closed loop, a family affair. Hunter’s job during his father’s many campaigns over the years included standing below the podium while Biden was speaking and pointing to his watch to remind him when to stop talking.15 And the Bidens mixed politics, family, and business on basic levels. When Joe Biden ran for office, he threw campaign dough in the direction of his family members. By 2008, Biden’s campaigns had paid more than $2 million to family members and their businesses.16

By their own account, Joe and Hunter are extraordinarily close. “The single best thing [I learned from my father],” Hunter once said, “is family comes first. Over everything.”

“We have an expression in our family,” says Vice President Biden. “If you have to ask for help, it’s too late. We’re there for each other.”17

By 2009, Hunter’s father was the vice president of the United States.

With Joe Biden arguably the second most powerful man in the world, Hunter Biden became a social fixture in Washington, photographed regularly with the powerful and the beautiful. He and his then wife, Kathleen, mourned with his father and mother at Arlington National Cemetery when Senator Edward Kennedy was laid to rest in August 2009.18 In November 2009, Hunter secured a prized invitation to the state dinner for the visit of India’s prime minister.19 He took in the Georgetown University versus Duke University basketball game at the Verizon Center in Washington. He had courtside seats—next to his father and Barack Obama.20 He also participated in celebrity events like one organized by musical star Usher’s foundation.21

By the summer of 2009, the thirty-nine-year-old Hunter joined forces with the son of another powerful figure in American politics, Chris Heinz. Senator John Heinz of Pennsylvania had tragically died in a 1991 airplane crash when Chris was eighteen. Chris, his brothers, and his mother inherited a large chunk of the family’s vast ketchup fortune, including a network of investment funds and a Pennsylvania estate, among other properties.22 In May 1995, his mother, Teresa, married Senator John Kerry of Massachusetts.23 That same year, Chris graduated from Yale, and then went on to get his MBA from Harvard Business School.24

Joining them in the Rosemont venture was Devon Archer, a longtime Heinz and Kerry friend.25 He had been roommates with Chris at Yale and then proved himself to be more than Chris’s wingman by emerging as a star fund-raiser for Senator John Kerry’s 2004 presidential campaign. By aggressively using his contacts, he helped raise millions of dollars for the race and, at the ripe age of thirty, landed a spot as the cochairman of the Kerry campaign’s finance committee. It was an impressive achievement.26

Archer was tenacious. “If you’re a real doer,” he told the Observer at the time, “you get respected, and that respect is reflected in how the campaign treats you, because there are a ton of people out there who are a lot of hot air.”27

Archer proved he was anything but hot air. After the campaign, he went on to become a trustee of the Heinz Family Office, a sprawling network of investment funds worth close to $1 billion, of which Rosemont Capital is a part. He was also selected to join the board of the family’s Howard J. Heinz Trust.28

So the three friends Biden, Heinz, and Archer, established a series of related LLCs.

The trunk of the tree was Rosemont Capital, the alternative investment fund of the Heinz Family Office. Rosemont Farm is the name of the Heinz family’s ninety-acre estate outside Fox Chapel, Pennsylvania.29 The small fund grew quickly. According to an e-mail revealed as part of a Securities and Exchange Commission (SEC) investigation, Rosemont described themselves as “a $2.4 billion private equity firm co-owned by Hunter Biden and Chris Heinz,” with Devon Archer as “Managing Partner.”30

The partners attached several branches to the Rosemont Capital trunk, including Rosemont Seneca Partners, LLC, Rosemont Seneca Technology Partners, and Rosemont Realty.

Chris Heinz served as the managing director and cochairman of Rosemont Capital. (In 2014, he stepped down as cochairman, but remained a founding partner, vested in the firm.)31 Devon Archer was the cofounder and senior managing partner at Rosemont Capital. Hunter Biden was the managing partner at Rosemont Seneca Partners.

Of the various deals in which these Rosemont entities were involved, one of the largest and most troubling concerns Rosemont Seneca Partners.

Rather than set up shop in New York City, the financial capital of the world, Rosemont Seneca leased space in Washington, D.C. They occupied an all-brick building on Wisconsin Avenue, the main thoroughfare of exclusive Georgetown. Their offices would be less than a mile from John and Teresa Kerry’s twenty-three-room Georgetown mansion, and just two miles from both Joe Biden’s office in the White House and his residence at the Naval Observatory.32

Over the next seven years, as both Joe Biden and John Kerry negotiated sensitive and high-stakes deals with foreign governments, Rosemont entities secured a series of exclusive deals often with those same foreign governments. Some of the deals they secured may remain hidden. These Rosemont entities are, after all, within a private equity firm and as such are not required to report or disclose their financial dealings publicly.

Some of their transactions are nevertheless traceable by investigating world capital markets. A troubling pattern emerges from this research, showing how profitable deals were struck with foreign governments on the heels of crucial diplomatic missions carried out by their powerful fathers. Often those foreign entities gained favorable policy actions from the United States government just as the sons were securing favorable financial deals from those same entities.

Nowhere is that more true than in their commercial dealings with Chinese government–backed enterprises.

For U.S. financial firms, the gold rush for the past two decades has been business in China. The opportunities appeared endless in the most populous country, with one of the highest growth rates, in the world.33 So the Rosemont team set their sights on the Middle Kingdom.

Effective diplomacy, according to Joe Biden, is about forming personal relationships with foreign leaders. “It all gets down to the conduct of foreign policy of being personal.”34

Doing business in China often entails having the right contacts and relationships; simply having the right family name can be an enormous benefit to getting deals. Unlike in the West, in China, surnames appear first.35 Political connections are especially important: despite outward signs of a freewheeling capitalist economy, Chinese government officials still wield great power that can make or break a deal.

To jump-start deals, some financial firms like J. P. Morgan began making it a practice to hire the children of Chinese government officials to curry favor with their powerful parents. These children are sometimes called “Princelings” because they are the children of senior government officials. J. P. Morgan was ultimately charged with violating the Foreign Corrupt Practices Act (FCPA) by U.S. officials for engaging in the “Princeling” practice. Whether they should have been charged or not is a question for another time.36 But it is important to note that the FCPA prevents American corporations from hiring or doing special business deals with the children of foreign officials. It does not prevent foreign entities from hiring or doing special deals with the children of American officials.

Whatever the case, the fact remains that those prospering the most in China are often the relatives of powerful officials, especially their children. The Princelings have become a powerful source of deal making in a country where familial ties matter. Having the proper connections or family ties in China is so important that there is a single word for it: guanxi (pronounced gwan-Chē). It is a word that describes the system of social networks that facilitate business in China. The word means more than its literal English translation of “connection” or “relationship” because those words do not capture the power of mutual obligation, reputation, and trust that are central to guanxi. Having guanxi refers to a certain weightiness of the people involved and with whom they are ultimately associated.37

While guanxi in business and personal matters may be a noble cultural practice, when it involves American politicians and their families, whose weightiness comes from their elected office, guanxi crosses the line into corruption.

Such was the case when Rosemont Seneca joined forces in doing business in China with another politically connected consultancy called the Thornton Group.38 The Massachusetts-based firm is headed by James Bulger, the nephew of the notorious mob hit man James “Whitey” Bulger. Whitey was the leader of the Winter Hill Gang, part of the South Boston mafia. Under indictment for nineteen murders, he disappeared. He was later arrested, tried, and convicted.39

James Bulger’s father, Whitey’s younger brother Billy Bulger, serves on the board of directors of the Thornton Group.40 He was the longtime leader of the Massachusetts State Senate and, with their long overlap by state and by party, a political ally of Massachusetts senator John Kerry.41

Less than a year after opening Rosemont Seneca’s doors, Hunter Biden and Devon Archer were in China having secured access at the highest levels. Thornton Group’s account of the meeting on their Chinese-language website is telling: Chinese executives “extended their warm welcome” to the “Thornton Group, with its US partner Rosemont Seneca chairman Hunter Biden (second son of the now Vice President Joe Biden).” The purpose of the meetings was to “explore the possibility of commercial cooperation and opportunity.” 42 Curiously, details about the meeting do not appear on their English-language website.

Also, according to the Thornton Group, the three Americans met with the largest and most powerful government fund leaders in China—even though Rosemont was both new and small. To put these meetings in perspective, it was as if the son of the Chinese premier held a single meeting with the heads of Goldman Sachs, Bank of America, J. P. Morgan, Merrill Lynch, and Blackstone. Except, in this case, these were government entities with trillions of dollars of capital to invest. The delegates spent two days meeting with the top executives from China’s sovereign wealth fund, social security fund, and largest banks. Hunter posed with them for a series of pictures.43

The timing of this meeting was also curious. It occurred just hours before Hunter Biden’s father, the vice president, met with Chinese president Hu in Washington as part of the Nuclear Security Summit.44

There was a second known meeting with many of the same Chinese financial titans in Taiwan in May 2011.45 For a small firm like Rosemont Seneca with no track record, it was an impressive level of access to China’s largest financial players. And it was just two weeks after Joe Biden had opened up the U.S.-China strategic dialogue with Chinese officials in Washington.46

* * *

On one of the first days of December 2013, Hunter Biden was jetting across the vast expanse of the Pacific Ocean aboard Air Force Two with his father and daughter Finnegan.47 The vice president was heading to Asia on an extended official trip. Tensions in the region were on the rise.

The American delegation was visiting Japan, China, and South Korea. But it was the visit to China that had the most potential to generate conflict and controversy. The Obama administration had instituted the “Asia Pivot” in its international strategy, shifting attention away from Europe and toward Asia, where China was flexing its muscles.48 Before the plane took off, Beijing had unilaterally declared a new air defense zone over disputed territories in the East China Sea. Other countries, notably Japan and South Korea, also laid claim to the territory.49 The area was reportedly rich in energy and natural resources, making it a valuable economic prize.50 The Chinese move was a declaration of sovereignty requiring international airlines to register their flights with the Chinese military before flying over the disputed territory.51 Biden’s visit was under scrutiny across Asia.

For Hunter Biden, the trip coincided with a major deal that Rosemont Seneca was striking with the state-owned Bank of China. From his perspective, the timing couldn’t have been better.

Before China, they briefly stopped in Japan. The vice president held a series of meetings with the Japanese deputy prime minister and members of the Japanese parliament. Later he met with the Japanese crown prince and finally dined with Japanese prime minister Abe. Japan was concerned about the Chinese move, but Biden said little on the subject publicly. What he did say did not placate Japan. He voiced concern about China’s air defense zone but did not call for a reversal.52 On Wednesday, December 4, the delegation flew on to Beijing where the heavy lifting was expected to take place.

Vice President Biden, Hunter Biden, and Finnegan arrived to a red carpet and a delegation of Chinese officials. Greeted by Chinese children carrying flowers, the delegation was then whisked to a meeting with Vice President Li Yuanchao, and talks with President Xi Jinping.53 As he chatted with Vice President Li, Biden explained how he saw the world: the Beijing-Washington axis was the “central, sort of, organizing principle” of international relations. It was a view that was warmly and eagerly welcomed by Beijing.54

Biden spent five and half hours in conversation with President Xi. They “covered every single topic in the U.S-China relationship,” as one senior administration official described it.55

Despite the recent Chinese action of declaring a defense zone in the East China Sea, the subject did not dominate the talks. Indeed, Biden never even publicly mentioned the defense zone during his visit.56 This trip was all about “practical cooperation.”57 Biden was hoping, in the words of White House officials, “to build a different kind of relationship for the 21st century.”58 As one regional observer put it:

A somber and tired Biden couldn’t break the ice except by urging Beijing to exercise caution and restraint in policing the zone to avoid accidents and miscalculations. In the end, the United States allowed its commercial carriers to comply with China’s requirements for flight information, to the dismay and disappointment of Japan.59

That night, the Bidens stayed at the luxurious St. Regis Hotel, and the following morning they met with the U.S.-China Business Council.60 Then it was off to Villa No. 5 of the Diaoyutai State Guesthouse. This was where Richard Nixon stayed during his famous 1972 visit, and where Madame Mao made permanent residence during the Cultural Revolution. Biden, wearing a light blue tie and dark suit, had another meeting with Vice President Li. When Biden arrived, they “chatted as if they were old chums,” according to the media pool reporter. Vice President Li Yuanchao told pool reporter Steve Clemons of the Atlantic, “Vice President Biden is a good friend to you and to me.”61

Hunter and Finnegan Biden joined the vice president for tea with U.S. ambassador Gary Locke at the Liu Xian Guan Teahouse in the Dongcheng District in Beijing.62 Where Hunter Biden spent the rest of his time on the trip remains largely a mystery. There are actually more
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