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Preface

You might expect a book called Unaccountable to begin with tales of the “wretched excesses” of the one percent. Or with the in-your-face corruption of bad apples straight out of The Wolf of Wall Street.

But gaudy excess is almost by definition easily visible, unmistakable. Unfortunately, the most damaging corruption today—violation of the public trust—is not so readily seen. Nor is it uncommon or limited to isolated incidents. It is not about bad guys or aberrant, illegal behavior.

I wrote Unaccountable to bring to your attention the invisible corruption that has become business as usual when it comes to how so much power and influence work nowadays. I come to this work as a social anthropologist—not the stereotypical one who dons a pith helmet to live among a long-lost tribe in Borneo, but one who has spent her career in exotic places like Washington and Warsaw as a participant observer in think tanks, government agencies, and academic institutions. As an anthropologist who has long studied how systems and organizations actually work (as opposed to how they purport to work), it is my job to identify and explain patterns. I wrote Unaccountable to show that the modes of operating that have taken hold with this new kind of corruption have become part of our ecosystem.

These practices may look benign—they are performed by eminent and respected people who have inside information and who mostly think they are doing the right thing. They believe they have unique expertise and the personal integrity to regulate themselves and act on our behalf. But they are beyond our accountability; neither law nor ethics holds them responsible for their actions. I ask: Who does more harm to our livelihoods and security, and who helped to create more inequalities: the lone wolf like Bernie Madoff who knows he’s corrupt (and eventually lands in jail), or the financial operators who, buoyed by their peers, push the limits of the law with reckless trading that brings down the economy? The players you will meet in Unaccountable, and others like them, are insidious and difficult to detect, and they do more damage than you might think. I wrote Unaccountable because, unfortunately, what you don’t know and can’t see can hurt you and threaten—even upend—your finances, freedom, and security.

I wrote Unaccountable, too, because more and more we feel like we’re outsiders, excluded from a system we used to know how to negotiate but no longer quite do. Figuring things out is not as straightforward as in the past. We’re subject to new ways of influencing and organizing influence that are not as obvious as they were just twenty-five—or even five—years ago. Increasingly, we sense a division between outsiders and insiders and that the insiders are working on their own behalf, even as they purport to have us, the public, in mind. The rest of us are left on the outside, knocking to get in. We see bits and pieces of stories in the media, or experience them in our own communities, stories that give us pause or make us angry at being excluded. But we don’t quite know what makes the system tick.

You may have heard the term shadow lobbyist floating around. Linda Keenan and I coined it several years ago in our featured column in the Huffington Post to characterize a common type of today’s influencers. We offered many examples week to week. Since then, the shenanigans of shadow lobbyists have attracted increasing attention in various outlets, including the New York Times, drawing on the work of the Center for Responsive Politics, and more recently, The Nation, in a more encompassing treatment.

But while reporters and other observers are ever closer to getting the gist of the new corruption, they’re still not quite there. Their stories are mostly centered on Washington—Capitol Hill and K Street lobbyists. Even the imagery that editors select to accompany the articles often showcases the U.S. Capitol. The media’s primary targets are predictable, such as how K Street has evolved in recent years, or what former elected officials are doing. But what about former Executive Branch officials or staff? Academics? Think-tankers? The use and abuse of media?

In fact, today’s most destructive corruption and unaccountability in influence-wielding are broad in scope. And they extend far beyond Washington and far beyond the United States. The new corruption I document almost certainly touches nearly everywhere.

Moreover, if we view the players being exposed as aberrations, we’re less inclined to look into how they operate, who and what they’re connected to, and the systemic changes that have produced them. We won’t know how to spot them, what we’re up against, or how to effect change.

As I said, as an anthropologist it is my job to lay out the patterns—to show how the pieces of the influence puzzle fit together. It’s also my job as an anthropologist to point out the connections. Indeed, social-network analysis—charting how people are linked to each other and to organizations—originates largely in social anthropology. Unaccountable connects the dots—not just of players, their roles, affiliations, and networks. It explores relationships among systems: Cultural trends we see in media also rear their head in finance. It also ties together multiple and seemingly disconnected threads across a wide range of public and private arenas. The connections you will discern by reading Unaccountable at first may seem unrelated, but in fact they can help you make sense of the world around you.

Today’s ways of influencing are not limited to one arena or another like “finance,” “media,” or “politics.” The lack of clear boundaries, indistinct identities, melded missions, and focus on “performance” that we see in the media, we also see in think tanks, academia, “grassroots” organizations, and government. Corporate websites now sometimes look like news outlets; news outlets’ products, like a collection of press releases; philanthropy, like influence-laundering. And high-powered players move agilely across arenas, say, retiring from the military and government and joining a private equity firm while assuming multiple university associations. Synthesizing a range of unfolding phenomena of global relevance, Unaccountable provides an encompassing view of modern-day influence.

I’ve chosen exemplary cases that show how the mode of organizing influence has changed from the recent past and how unaccountability is thereby heightened. Every day, the media offer up more stories from which to choose—indeed, until the minute this book went to press, I was continually including new ones.

As you read Unaccountable, your own examples will occur to you as you see them in action in your communities and countries. In them, you’ll find yourself identifying the different forms of organizing influence spelled out in the book, and you’ll be equipped to make the connections among players and arenas. Like an amateur anthropologist, you’ll have the tools to take effective action.

Since I’ve been writing and speaking about the new corruption, people as far-flung as a city planner in Columbus, Ohio; a farmer in Saskatchewan who serves on a Canadian agricultural board; and a political scientist in Israel have enlisted my analysis to help them understand the players and patterns in their own circumstances.

Unaccountable draws heavily on examples from investigative journalists, as well as (of course) my own fieldwork, interviews, and experience. It is informed by perspectives from political and other social sciences and by research ranging from that of anthropologists and practitioners of finance to philosopher-sociologists of science and to media studies conducted by research institutes. And yet, Unaccountable is decidedly the work of an anthropologist.

The book is divided into three parts. Part I—In Only Our Own We Trust—lays the groundwork for understanding the new corruption. I explain the “structured unaccountability” that is today built into our corporate and government organizations, how the “High Priest” economists and their approaches to the anti-corruption “industry” helped blind us to the corruption that matters most, and why the personalization of media and “performance” of truth today pervade finance, politics, and beyond, not just media.

Part II—The New Corruption at Work—takes unaccountability from a different angle, with modes of organizing as the point of departure. We’ll look at how a variety of types of players and entities, ranging from consulting firms to “think tanks” and universities to “nonprofits” and “grassroots” organizations, all coordinate influence to sway policy and public opinion.

Finally, in Part III—Restoring the Public Trust—we’ll look at what can be done to counter the effects of the new corruption and how we can begin to trust public institutions again.


PART I

IN ONLY OUR OWN WE TRUST


CHAPTER 1

New World, New Corruption

What does “SWIMNUT” know that the world’s supposed experts on corruption or the elites who gather each year for skiing and schmoozing in Davos do not?

This anonymous commenter was responding to an online article about the 2013 ranking of the world’s most corrupt countries, as measured by the best-known international arbiter of corruption, the organization Transparency International. In TI’s survey, the experts canvassed perceive Somalia, North Korea, and Afghanistan as the worst transgressors. But “SWIMNUT” sees it differently:

Not quite sure how corruption is defined but I think the US needs to be included as one of the most corrupt “civilized” countries in the world. . . . In the US . . . we have created a political elite that extorts hard working people for their own political and financial gains.

“SWIMNUT” wasn’t the lone voice of skepticism. Well over half of the 180-odd commenters to this article targeted the United States as an offender that was grievously under-scrutinized.1 Amid the usual partisanship, name-calling, and crackpot conspiracy theories that one finds in comment sections, many of these readers conveyed undeniable threads of truth, ones I’ve been weaving together for decades.

From “kolar63”:

. . . Washington DC knows very well how to hide and disguised their corruption thru lobbying elites . . .

From “onelifelive”:

We are not on top of this list because we call it “LOBBYING”, “FAVORS”, “GIFTS”, “CORPORATE SPONSORSHIP”, “PACS”, ETC. ETC.

What struck me in the case of SWIMNUT is that s/he and fellow readers were no longer buying this media performance. A website was engaging in an annual ritual of presenting these metrics without much context or reflection, something that looks and feels like news but really isn’t and probably never was. In fact, the real news story can be found in the comments themselves. They show the chasm between corruption as measured, on the one hand, and corruption as experienced by Americans, who see something deeply amiss in their own land, not just in the far-flung and exotic. Wealth has been fast accumulating among the few, leaving the rest of us languishing with stagnant pay and rampant unemployment among the young.

How is it that ordinary people have an instinctual grasp of the real nature of corruption and the inequality that often results, while many experts are still wedded to the idea that corruption happens somewhere “out there”?

Witness the “Occupy” protests that began on Wall Street in 2011 and the “Tea Party” movement that helped grind the U.S. government to a halt in the fall of 2013. They may otherwise have little in common, but they share a resounding refrain: that the “system” is gamed by the powerful.

Research out in 2014 shows just how gamed it really is. Two political scientists looked at 1,779 policy issues hashed out from 1981 to 2002 and found that policies widely supported by economically elite Americans were adopted about forty-five percent of the time. If these same Americans indicated little support? Eighteen percent. They write: “The central point that emerges from our research is that economic elites and organized groups representing business interests have substantial independent impacts on U.S. government policy, while mass-based interest groups and average citizens have little or no independent influence.”2 Lest you blame the typically business-oriented Republicans, consider what one of the researchers said in an interview: “Both parties have to a large degree embraced a set of policies that reflect the needs, preferences and interests of the well to do.”3

That the system is rigged resounds worldwide. There’s a documented and striking loss of confidence in formal institutions, from governments, parliaments, and courts to banks and corporations, to the media.4 Apparently, people feel that their public institutions and leaders now merit even less confidence than in the past.

The frustration and anger this breeds appear to be a major reason that middle-class people in democracies around the world—from Turkey and Greece to India, Brazil, Ukraine, and the United States—feel enraged and have taken to the streets. While protestors may have an intuitive sense of this loss, they may not realize that at its core is a modern-day form of corruption that is so far little understood. Their instincts are spot on, even if they don’t quite grasp the ins and outs of what I call the new corruption.

Indeed, people the world over sense that unseen elites are at work, using forces beyond anyone’s control. It seems almost conspiratorial, but it’s far more complex and elusive than that; if only it could be so easily dismissed. We sense that something big has changed—and not for the better.

But what, exactly? Let’s look at the old world versus the new. By “old,” I mean within recent living memory.

•  In the old world, high officials retired to a life of leisure or good works. Now, many turn themselves into one-man brands, with their public service a stepping-stone to lucrative, enmeshed business, government, philanthropic, and policy endeavors, leaving the public to wonder whose interests are being served.

•  In the old world, players had more defined roles and agendas; now they are more apt to glide among them in an ill-defined blur.

•  In the old world, you could point to the official or lobbyist or interest group wielding influence. Today, players and corporations can use nonprofit or “grassroots” organizations to press their case—but you’d never know it because, more than in the past, they don’t need to disclose who writes the checks.

•  In the old world, the long term was actually long. In the new world, whether in finance or media, short-term results are prized; actions and impact are measured in hours, minutes, or even micro-seconds.

•  In the old world, the media were more focused on real news; now, “likes” and page views shape what becomes “news,” and much airtime and Web space consists of mere “performances” to catch our attention and convince us that action is happening when it hardly is.

•  In the old world, it was easier to locate a bureaucrat who was responsible for solving your problem. Today, you get trapped in an endless phone maze powered by technology, leaving less room to maneuver the outcome to your advantage.

•  In the old world, we, the public, were not implicated. In the new world, we are complicit the moment we turn on our computers, hand over personal information, and “agree” to conditions that we say we have read but, of course, have not.

•  In the old world, those who betrayed the public trust might be found with cash stashed in their freezer and end up in handcuffs. In the new world, no money passes hands, and no one lands in jail.

•  In the old world, people recognized others’ moral failings; now everyone can blame the “system.”

Whether it’s trying and failing to figure out whose fingerprints are on public-policy decisions, who is calling the economic shots, or whose dollars are funding various politicians, we are up against shadow influence that is difficult to discern and sometimes even anonymous. This isn’t a conspiracy. As we’ll see throughout the book, many policies that affect us all are no longer molded by conventional power elites, lobbyists, interest groups, or influencers that we can identify and therefore hold accountable. When we can’t pinpoint who has the authority to fix the problem, then lobbying, bribery, or other traditional influencing mainstays don’t work. Meanwhile, there are unregistered lobbyists, campaign financiers, and other shadow influencers who operate in and around government, business, nonprofits, and media. How can we decipher their actual agendas and tangle of roles? How can we know whom to trust, when “experts” besiege the Internet and airways, pronouncing on crucial public-policy issues and presenting themselves as impartial and objective, all the while concealing that they actually have a dog in the fight? In short, how can we have any modicum of trust in public institutions that seem to be so accountability-challenged?

Whether it’s the behavior of public figures or the behavior of public institutions, the new corruption is anchored in unaccountability.5 Unaccountability, as we shall see in the next chapter, is structured into the DNA of many of today’s corporate and governmental organizations. It is an essential but incomplete condition for the new corruption—the violation of the public trust.

For the past several decades, I have been considering what happens to society when the public no longer trusts its institutions, leaders, and public figures—in places as diverse as communist states (where they seldom did) and Western democracies (where not long ago they did much more so). What happens when the accountability needed to sustain that trust is absent from our interactions with the organizations and functionaries on which we daily rely? Or with our relations with once-respected public figures?

I began my explorations in communist Poland in the 1980s and have continued them in the United States. Throughout my career as an anthropologist, I have seen it as my mission to explain the changing profile of power and influence, and how people both break and create new rules of the game.

Today I am not surprised that people are outraged. Privacy virtually everywhere is under siege, whether by faceless spymasters at the U.S. National Security Agency, through the likes of Google and Facebook, or by government and corporations in concert.6 Outrage at government and public institutions on nearly every continent, especially since the global financial crisis of 2008, reflects the public’s frustration. The economy continues to stagger with hardly anyone punished for rampant financial abuses. In this fraught environment, the absence of trust threatens to become a permanent feature of our civic life. Some of the chief culprits are even “failing up”: bubble-wrapped from the adversity they helped create, they continue to land influential jobs despite their spectacular and well-publicized errors of judgment and often of ethics.

That’s in part because they are conquering media, new and old. The powerful are performing and branding themselves and their preferred narratives on every conceivable digital and old media outlet, leaving satirists like Jon Stewart and Stephen Colbert more truth-tellers than the more sober media, something strongly reminiscent of my time in Eastern Europe under communism.

Meanwhile, the rest of us are exposed to the consequences of the culprits’ misdeeds, with little recourse to challenge the practices that now govern our private information and public policy.

Betrayal of the public trust is at the core of age-old notions of corruption, such as those revealed in texts in the Bible and the Qur’an.7 At the same time the most common, internationally sanctioned understanding of corruption today is “the abuse of public office for private gain,” as propounded in the late 1990s and promoted around the globe by Transparency International, the World Bank, and other organizations.8 Straightforward corruption such as bribery is still common and causes outcry in countries around the globe. Yet the older and, I believe, more currently relevant notions of betrayal of the public trust appear to be closer to the hearts of many protesters—and lie at the heart of the new corruption.

In the United States and many European countries, the new corruption may have surpassed the old. Across Europe, with entire economies devastated, signature Western banks colluded with feckless local leadership.

Look at the destruction and global ripple effects wrought by Standard & Poor’s, which took cash to bestow AAA ratings on worthless investments in the mid-2000s.9 Then there’s Goldman Sachs, which pursued an express policy of placing its “alumni” in top government positions in the United States and around the world, like former Goldman managing director Mario Draghi, installed in 2011 as president of the European Central Bank. Goldman, along with other top U.S. banks, “helped” struggling European economies like Greece, Italy, and others hide their debt in the early 2000s and, according to the New York Times, was still “helping” avert the inevitable crash in late 2009.10 Such collusion between Goldman and government leaders cannot help but fan the flames of public mistrust.

In still another case, known as the ABACUS deal, in 2007 Goldman devised investment vehicles for one client without disclosing to other clients—including pension funds, insurance companies, and foreign banks—that they were being set up to lose billions. Notably, this was a case in which regulators actually did try to accuse the company of outright fraud. Yet the matter was settled in 2010. Why? In the eyes of many observers at the time, the government didn’t have a strong case. But in 2014, a retiring U.S. Securities and Exchange Commission trial lawyer let loose at his going-away party. James Kidney, who’d been with the SEC for decades, was apparently one lawyer gunning for more charges against executives.11 He lost the internal fight, but his parting shot was memorable. Kidney told colleagues and well-wishers that the SEC is “an agency that polices the broken windows on the street level and rarely goes to the penthouse floors. On the rare occasions when enforcement does go to the penthouse, good manners are paramount. Tough enforcement, risky enforcement, is subject to extensive negotiation and weakening.”12

Another parting shot came from a Goldman Sachs vice president. He described the violation of the public’s and client’s trust, exposing inside practices in the New York Times on the day he resigned in 2012. Here he sums up his belief that the firm violates the public’s (in this case, its clients’) trust: “I don’t know of any illegal behavior, but will people push the envelope and pitch lucrative and complicated products to clients even if they are not the simplest investments or the ones most directly aligned with the client’s goals? Absolutely. Every day, in fact.”13

Still, we ceremonially attack practitioners of the old corruption. The media (TV, in particular) often cling to narrower definitions of corruption to mean simple bribery and outright fraud. They dish out, and we eat up, the images of former high-flyers handcuffed and perp-walked. In America, these include former Illinois governor Rod Blagojevich, super-lobbyist “Casino Jack” Abramoff, and Bernie Madoff, architect of the largest Ponzi scheme in history. The media had its role to play in the performance. It used all the visual symbols to cue the viewer: here is corruption, the governor with the absurd hair and endless blather, appearing for any TV audience he could find; the hulking figure with the signature black fedora and trench coat; the disgraced investor’s Italian velveteen slippers monogrammed in gold embroidery.

Blagojevich, Abramoff, and Madoff may have become symbols, but they are sideshows. Those who practice the new corruption and help create deep and lasting inequalities don’t typically land in jail. As for Madoff and his ilk, we can count their victims, they clearly broke the law, and they were prosecuted for it. They are likely to be defined as corrupt; the others rarely are, if ever. But the consequences of their actions pale by comparison to the shenanigans of the rating agencies, the Wall Street “wizards” who helped bring down the global economy, and all manner of lobbyists, including those on the vanguard who simply choose not to register formally as lobbyists, when they are quite obviously still wielding influence that we can’t see or trace. They will continue to have a far greater impact on our health, habitat, and pocketbooks, and on the execution of America’s wars.

Does that make any sense? Have the practitioners of the new corruption not violated the public trust? Isn’t that corruption at its most basic?

[image: Image]

The rub is that the system works to catch old-style corruption, but it doesn’t work for the new corruption.

Where, for example, is the sanction or even the shame for the highfliers who leave public office and take on inscrutable roles of influence within the corporate world or the international relations game? Think, for instance, of former Prime Minister Tony Blair, who, soon after leaving office, used his prestige to create a highly lucrative influence brand that’s been dubbed “Blair Inc.,” what the Telegraph describes as a “confusing mix of business, politics and philanthropy that is administered by a complex system of companies.” Blair has advised a Wall Street bank, a European insurer, the government of Kazakhstan (among others), and even Libya’s brutal dictator Muammar Gaddafi.14 While counseling Gaddafi at the same time that JPMorgan Chase was seeking deals from Libya, Blair additionally served as an official peace envoy to the Middle East.15 At the very least, these overlapping roles are more than murky, if not suspicious. Blair mixes formal and informal roles—and, as I’ll discuss shortly, informality can create a giant black hole of accountability.

Or what about former Obama budget director Peter Orszag? In 2010, he left Washington for an executive job at Citigroup, one of the very companies that needed and received government help after the financial crackup of 2008. One of his three titles there is Chairman of the Public Sector Group, which smacks of a stealth lobbying department.

Orszag is not accused of wrongdoing. He is a model of “structural rather than personal corruption,” as journalist James Fallows commented in The Atlantic. “The idea that someone would help plan, advocate, and carry out an economic policy that played such a crucial role in the survival of a financial institution—and then, less than two years after his Administration took office, would take a job that (a) exemplifies the growing disparities the Administration says it’s trying to correct and (b) unavoidably will call on knowledge and contacts Orszag developed while in recent public service—this says something bad about what is taken for granted in American public life.” These kinds of high-level migrations, Fallows observed, “pile up in the background to create a broad American sense that politics is rigged, and opportunity too.”16

Meanwhile, these players not only challenge accountability—they have helped to create vast inequalities in income and wealth and will long reap the benefits of the policies and the political climate they have abetted. When their policy influence leads to real-world trauma for what has become known colloquially as the 99 percent, these power brokers don’t generally slink into obscurity: they continue demanding high-profile rewards, and often get them.

Given all this, it’s clear that we must pay heed to the new corruption—which helped spark the outrage that has fueled today’s far-flung protest movements. In the new corruption, no envelope is passed under the table. No laws are clearly broken. Indeed, the players we meet in this book are far too subtle and sophisticated for the bribe-dispensing or even conventional lobbying of yesteryear. They are difficult to monitor and to hold to account precisely because their “corruption” is elusive, hard to detect—and legal.

But don’t they violate the public trust—or get close to doing so? And aren’t their actions often more damaging to society than the old-fashioned bribe?

Yet many people and even corruption scholars, influenced by the agenda of what has been called the “anti-corruption industry,” have not thought about it in those terms. Following the Cold War, the World Bank, and NGOs such as Transparency International of corruption-ranking fame, powered the industry in a worldwide anti-corruption campaign. That industry has favored targeting what is now called “need” corruption—people managing an impossible system—over “greed” corruption—people gaming the system.17 That industry has played a significant role (even if not quite knowingly) in this obfuscation, as we shall see in Chapter 4. Meanwhile, it is telling that systemic violation of the public trust—the emblem of the new corruption—today resonates with protesters worldwide. Recall the insistence of SWIMNUT and his or her fellow commenters that the United States should occupy a high place in corruption rankings. They don’t need experts to tell them that they are subject to a corruption that bears little resemblance to the petty bribes that flourish far away. That’s because ordinary people are grappling with the grim consequences of the well-entrenched new corruption. The elites who helped entrench it scarcely face such costs. No wonder many elite experts don’t even recognize that a problem exists.

The financial arena is rife with lapses in accountability and even clear-cut violations of the public trust. But a stunning discovery of my research is that unaccountability invades practically every area of public life. Later we’ll see how stealth influence can quite literally involve life-and-death matters when the pharmaceutical industry and physicians intersect. We’ll see it, too, in cases of unregistered, under-the-radar operatives carrying the water for less-than-savory foreign entities. And it rears its head in once-respected institutions—government, business, the military, and academia, among others.

In all these realms, not only is unaccountability a problem: the public trust is under siege.

TRUTH UNHINGED

How did that happen? For one thing, many of the old pillars of truth have gone wobbly.

Signature institutions such as media and finance have lost the ability to themselves judge the truth, much less to be accurate purveyors of it. The Washington Post, the paper that toppled a president (Richard Nixon), now casts a very faint shadow, bought recently by a tech billionaire, Amazon’s Jeff Bezos. Jamie Dimon and JPMorgan Chase, which came out of the 2008 financial crisis with a better reputation than many of its peers, has had that reputation battered by the “London Whale” trading fiasco.

The almost willful lack of clarity about the value of the financial instruments and complex derivatives being held or traded was at the core of the 2008 collapse—and reportedly continues today. And the real-world impact of exotic or opaque deal-making is wholly removed from the way traders are compensated, encouraging them to push the limits and “innovate.”

Recall the expression “Let’s listen to what the market says.” Markets were said to function as harbingers of truth and barometers of the state of the world. That was back when banks still knew, more or less, what holdings they had, and traders knew the value of what they were trading. Information was, and is, of course, never as perfect as the economic orthodoxy had it. But with the proliferation of obscure financial instruments, prices have become much more disconnected from reality. Markets convey a lot less truth about the intrinsic value of what they are selling than they did just a few years ago, and this disconnect now underpins the financial system.18

The “rational” models of risk—such as the computer-generated ones we’ll explore later—that have taken hold, and the titanic faith placed in them at the expense of on-the-ground analysis, have abetted the disconnect not only from the people supposedly served by them but also from reality. Former trader and sociologist of finance Vincent Antonin Lepinay, who spent nearly two years studying derivatives in a French bank, writes that “the bank itself did not always assess properly its risks and costs. Only after having launched these innovative products did it try to devise ways of counting them and measuring their costs.” Moreover, both clients and investors were kept in the dark about the bank’s “secret and opaque strategies,” and there was no mechanism in place by which investors owning shares could monitor its strategies.19

Anthropologist of finance and political economy Alexandra Ouroussoff agrees. She spent several years studying rating agencies (such as Moody’s, Standard & Poor’s, and Fitch) from the inside in the years leading up to the 2008 financial crisis. She argues that this dominant new (unspoken) model—which has come into being since the 1980s—posits, incredibly, that profits can be made without taking risks. This is distinct from previous conceptions of capitalist profit-making, where risk was intrinsic to competition.20 As a result, corporate executives massage their numbers much more frequently to conform to what she calls the “rationalist model” compelled by rating agencies. As one executive told Ouroussoff, “We used to lie twenty per cent of the time. Now it’s eighty per cent.”21

With finance barely understandable even to many practitioners, we can’t count on the media to explain it clearly. That landscape has been flattened by the Internet. As we shall see in Chapter 5, the standing of the media, whether old or new, as an accurate purveyor of truth has also been undermined. The Internet age has both ravaged the ranks of journalism and inundated us with “information” that is questionable in accuracy and obscured in sponsorship. We seem to increasingly accept “facts” that feel right, especially as social media have given us like-minded “friends” to agree with those facts. Back in 2005, comedian Stephen Colbert first dubbed this phenomenon “truthiness”—the feeling that something is true, and the idea that if enough people believe something, it actually becomes true.

Truthiness requires the active participation of the listener, and, as with offering up our personal information on Facebook, or affirming that we have read the details when signing on to a new software package or computer system, truthiness depends on our participation. Truth is the listener’s choice. We tune in to those “experts” and commentators whose facts are compatible with our worldviews and, not surprisingly, get “truthi-news,” as Colbert calls it. As we, the listeners, actively buy into truthi-news, the media, too—whether right-leaning or left—loses its bearings. Truth that is disconnected from core institutions provides the perfect breeding ground for the new corruption.

COMPROMISED LEADERS

What of the leaders of democratic society who, theoretically, could help guide us out of this conundrum? Those who once displayed integrity now personify a mixed bag of intentions. Heads of once-admired institutions hand us even more reason for the lack of public confidence.

In the old world, at least in many democratic nations, public service was a good in its own right and an endeavor that earned one social respect and status. It was not merely a rung on the ladder to big money. Today, former heads of state don’t confine themselves to the golf course or philanthropy. Many take on opaque roles of influence—and they no longer command the respect they once did.

Take, for instance, those in charge of the “free world.” In the old world—before the last couple of decades—it would have been unthinkable for the leader of one sovereign state to buy the leader of another, especially Germany, the third-largest industrialized democracy. In the new world, Gerhard Schroeder, while chancellor, agreed to a pipeline deal with Gazprom, the Russian energy giant that commands a quarter of the world’s natural gas reserves and represents a murky mix of state and private power. The pipeline was highly controversial in both Western and Eastern Europe, and Germany paid a political price for the deal.22 But the deal went through, and Gazprom, within a matter of months, nominated Schroeder to a highly paid position as head of the shareholders’ committee for the Gazprom-controlled pipeline.23

No wonder his successor, Angela Merkel, was reportedly furious in the spring of 2014 when Schroeder defended Vladimir Putin’s aggression in Ukraine. Could anyone trust the former leader’s intentions, considering that his current lucrative role depends on Russia’s goodwill?24

Neither Schroeder nor Tony Blair is alone in his adoption of multiple opaque international roles. Since leaving office, President Bill Clinton, in addition to establishing the Clinton Foundation and its Global Initiative, has served as a paid adviser to a global private equity and consulting firm called Teneo (among other business ventures). His close aide Douglas Band reportedly recruited donors to be Teneo clients. As the New York Times put it, “Some Clinton aides and foundation employees began to wonder where the foundation ended and Teneo began.”25 Such overlapping roles lead one to wonder whose interests are at heart and stand to undermine the integrity of the good work that the foundation might do.

What appears to be new with Clinton and Blair is the melding of business, philanthropic, and potentially policy portfolios. When the boundaries among them are nonexistent or shift conveniently, we have to question where accountability lies.26

A different kind of president has been leveraging considerable power as well. Universities, once prized for adding to the public good, are also yielding to this lucrative brand of blurring. In the old world, members of the Ivy League and other institutions of higher learning cherished their reputations for scholarly impartiality. In the new world, ivory towers can often seem more like influence generators, with scholars marketing their supposed impartiality as a selling point outside the academy, something I’ll examine in depth in Chapter 8.

Perhaps the scholars are taking their cues from those at the top of their institutions, college and university presidents. In 2010, the New York Times examined what it called the “Academic-Industrial Complex”—namely, the vast numbers of university presidents serving on corporate boards, lending their prestige for a tidy fee even when they have little expertise to add. The list included the then-president of Brown University, Ruth Simmons, who served on the board of Goldman Sachs in the years leading up to the financial crisis, earning more than a quarter million dollars a year.27 As one critic assessed, some of these presidents were brought on because they had no expertise in the relevant subject and couldn’t ask tough questions.28

Nearly all of these players will say they are doing good and possess unique expertise. Some may be, and many do. Whatever the case, they risk abrogating responsibility to more than one institution.

And, whatever the case, it is reasonable for us to ask: Where is the genuine leadership? In the old world, prestige was earned by excellent performance and working one’s way up the ranks. Today, enduring social respect may be giving way to momentary popularity.

Case in point: General David Petraeus, whose skillful cultivation of the media helped catapult his career to the stratosphere of stars and celebrity. He was widely lauded for his war-strategy acumen.29 His charm offensive with the media earned him glowing coverage across it, from glitzy publications like Vanity Fair to sober musings in Foreign Policy.30 That was, of course, until the exposure of a personal affair with his biographer forced him to relinquish his position as CIA director. Only then did the mainstream media begin to question his aggressive nurturing of them, his taste for lavish parties and sycophants seeking their own publicity. And, crucially for the public interest, only then did his war strategy undergo serious scrutiny by the mainstream media, now belatedly questioning whether tactics that appeared to “work” in Iraq made sense for Afghanistan.

Celebrities are still celebrities, though, even when they stumble or fall. Within a year of his resignation, ostensibly with both his personal and professional reputations battered, Petraeus went to work in the private equity firm Kohlberg Kravis Roberts, in a newly created “KKR Global Institute” (note the impartial, scholarly-sounding name).31 He also weighed numerous university offers. Not only did he “fail up,” he is teaching (at least by example) others how to do the same, having landed additional jobs mentoring ROTC members at the University of Southern California and serving as a visiting professor at Macaulay Honors College at CUNY.

Supporters credit Petraeus for fresh thinking and shaking up a lumbering military bureaucracy. Still, it’s reasonable for us to ask: What does his intense focus on burnishing his own image augur for the public interest? When people at the top use their positions to launch their own platforms to accrete brand recognition or personal wealth, at the possible expense of an organization that has entrusted its mission to them, does this not kindle public distrust in these same entities?

And yet, this is also a statement about society. What is one to make of the supposedly disgraced General Petraeus and his post-scandal career? Why would a private equity firm want to employ a retired general, especially one whose much-vaunted acumen had been called into question? According to Forbes contributor and author George Anders, Petraeus was recruited to lend intellectual prestige to the KKR “brand” in the “thought leadership” business.32

Is this truly the kind of leadership we need?

IN (UNACCOUNTABLE) NETWORKS WE TRUST

While players like Petraeus bask in the limelight, many public-policy influencers sidestep the media spotlight and regulatory scrutiny. In arenas from finance to foreign policy, policymaking gravity has been shifting away from the old hubs. Formal procedures, hierarchies, and bureaucracies that have stood the test of time are giving way to trust-based informal social networks and ad hoc organizations. Losing ground are formal and legal modes of operating within and across organizations. Losing ground, too, are formal policymaking bodies altogether. Gaining ground is informality. Today’s informal, under-the-radar way of doing business is not illegal, of course. It also is by no means necessarily corrupt and may even be, in some cases, the only way business can be accomplished. Nonetheless, it is unaccountable and lacks democratic oversight.

This modern-day informal, yet power-charged, policymaking comes in several forms.

One form is when officials in government agencies who are also members of a power clique—an influential, close-knit network—exclude other officials from participating in crucial public-policy decisions—that is, colleagues who are outside the informal network but who should be included because of their expertise and job descriptions. Yet, at the same time, these new-style officials bring in members of their power clique who occupy private roles.

Let’s look, for instance, at a Washington-Wall Street clique that established just who was included—and excluded—from a policy that would have a huge impact on the global economy—and would bear significant responsibility for the global financial crisis: decision-making in the Clinton administration about the regulation of exotic derivatives trading. An example of exclusion is Brooksley Born, in the late 1990s chair of the Commodity Futures Trading Commission. She stood well outside the Wall Street-Washington power clique that believed generally in financial “innovation” and specifically in blocking a proposed regulation of a new kind of exotic derivative that she thought (correctly, as we now can’t deny) was dangerous. One would think that running the CFTC—which had played a role in regulating early derivatives but also had created a wide loophole prior to her tenure—would give one some formal power.

By many accounts, Born did not like to be pushed around and, when pushed, tended to dig in her heels. In one particularly notable episode that began in early 1998, she stood up against the clique, which was led by Federal Reserve Chairman Alan Greenspan, Treasury Secretary Robert Rubin, his deputy Lawrence Summers, and Securities and Exchange Commission Chairman Arthur Levitt, Jr.33 Their advocacy of both unregulated derivatives and a repeal of the Glass-Steagall Act in 1999 would have a devastating effect on the global economy (though it would take years for many people to catch on). Banks, liberated from Depression-era restrictions on the kinds of activities they could engage in, were able to accelerate an already frenetic era of creating and trading in toxic derivatives.34

But, despite Born’s apparent best efforts, the informal power of the clique overwhelmed hers.

Born may have lost that battle, but she continued to fight the clique, hoping the collapse months later of the hedge fund Long Term Capital Management (with not one but two Nobel laureate economists as the company’s braintrust) could serve as a wake-up call on the risk of unregulated derivatives.35 She reported that risk to the House Banking Committee—one of at least seventeen times she testified before Congress. Her warnings fell on deaf ears. In 1999, she returned to her old law firm before retiring to advocacy and overseeing pro bono work at the firm.

And the four members of the clique that stonewalled her? Each went on to take a role at a Wall Street firm, bank, private equity firm, or hedge fund that made bundles on . . . unregulated derivatives. The explosion of “innovation” scarcely benefited those beyond Wall Street, Washington, or other bastions of privilege.

The modern-day power clique, composed of members in official and private roles, not only circumnavigates should-be included officials and standard processes; it also works through unconventional venues. Let’s look at how another power clique dodged military procedure, working through a new Washington think tank to shape war policy. This clique, the so-called COINdinistas, played a key role in making, executing, and justifying the post-9/11 military policy that shaped the more recent years of the wars in Afghanistan and Iraq. A collection of generals, influential military reporters, scholars, defense contractors, and think-tankers coalesced around an idea known as Counterinsurgency, or COIN. General David Petraeus, about whom we heard earlier, helped write the book on COIN (the Army and Marine Corps Counterinsurgency Field Manual, issued in 2006), which promotes deep engagement with local populations as a way to counteract terrorism.36

To pursue the COIN strategy, Petraeus and a handful of other top leaders did an end run around the bureaucracy, using as a vehicle a think tank called the Center for a New American Security (CNAS).37 Deploying their own across the media, they swayed public and policymaker opinion to their side. By sidelining the bureaucracy and enlisting the media to help, they won the fight and left their colleagues with little choice but to walk with them. Later, we’ll explore this story as a case study in how new-style think tanks wield influence.

Modern-day power brokers are, increasingly, using outside organizations to push through their policy agendas. These entities don’t have the strictures or transparency demanded in formal government venues, not to mention the input of democratically elected lawmakers. In transnational governing, informality appears to be the ascendant MO. While power rested more in visible and rule-bound bodies in the old world, today small informal gatherings and associations are gaining global influence. Some scholars have argued that the more transnational and multi-pronged the activity, the less likely governing is to rely on traditional forms of regulation and supervision. Private actors assume a growing role.38

A case in point is the Group of Thirty, the Consultative Group on International Economic & Monetary Affairs. Stuart Mackintosh, its executive director, tells me that the body is “a cross between an internal think tank and a very exclusive club” whose members have “multiple, overlapping associations . . . with one another.”39 Political scientist Eleni Tsingou, who studied the group, describes it in strikingly similar terms, as a “part think tank, part interest group, and part club” of “actors who write the rules.”40 Its list of members reads like a Who’s Who of those who help shape the global economy.41 “We don’t make policy,” says Mackintosh, “but you can see our recommendations ending up in policy.”42

One example of this is the hugely consequential issue of derivatives trading and accounting of them. The G30’s study group and report on derivatives in the early 1990s helped solidify the standards for “best practices.” Tsingou and other analysts suggest that the group was closely aligned with the would-be regulated (banks) and furthered policy that closely matches their interests and biases. Here’s Tsingou on the composition of the derivatives study group and its “landmark” work:43

All the “right” people from the private sector (technical experts, users and dealers of the instruments and representatives of the major Wall Street financial institutions) volunteered time and money and Derivatives: Practices and Principles (Global Derivatives Study Group, 1993) became another landmark in the G-30’s history. The group had firmly established itself as an organisation of experts, capable of providing authoritative proposals on the “nuts and bolts” of the financial system.

Gillian Tett, social anthropologist and Financial Times journalist, forms a parallel view. The derivative study group’s report served as a kind of preemptive strike on government intervention, she reports in Fool’s Gold:44

On July 21, 1993, the long-awaited G30 report was finally unveiled. . . . If the report could show that the industry already had a credible internal code of conduct, there should be less need for bureaucrats to impose rules.

The G30 writers, Tett suggests, wanted a pragmatic, serious, and comprehensive guide, with the side benefit of getting in front of government interference. At the time of its release, the New York Times described the report this way:45

A group of leading financial experts gave a relatively clean bill of health yesterday to the rapidly growing set of financial products called derivatives that some have suggested make the global financial system vulnerable to a widespread crisis.

The late Dennis Weatherstone, the man who chaired the steering committee overseeing the derivatives project that produced the 1993 report, wasn’t just an expert—he was a banker who ran JP Morgan. The banks, of course, didn’t want increased regulation on their new and emerging profit centers. The report included recommendations on how banks could best account for derivatives. But, as Tett writes:46

Equally important was what the G30 report did not say. The tome did not suggest the government should intervene in the market, in any way. Nor did it drop any hint that the derivatives world might benefit from a centralized clearing system . . . , providing a valuable barometer of activity that signaled signs of trouble.

Of course, this laissez-faire approach would allow derivatives to lay dynamite throughout the global financial system.47

The G30’s influence also extends to promoting a key computer-generated tool that is now blamed for encouraging risky bets by banks. JP Morgan is viewed as having invented these tools, and Morgan’s then-chief, recall, led the effort on the derivatives project.48

Mackintosh, who has served as the G30’s executive director since 2006, said that the G30 has had a “big impact” on the Dodd-Frank regulations passed in the wake of the financial crisis. “If you read the action plans agreed to by the G20 [the official organization of the major economies’ finance ministers] in April of ’09 in London, you can see the [same] language. It’s almost a direct lift [from the G30] and that’s not coincidental. That’s a good example of how we work—almost as a think tank—but most think tanks are not as influential.”49

Evaluating the efficacy of G30 recommendations is beyond the purview of this book. What is within our purview, though, is its modus operandi and model of influencing. The space it occupies between formal and informal, public and private, is clearly the key to its influence. “What makes it effective,” Mackintosh observes, “is that it has a spot between public and private. . . . We issue recommendations that neither the public or private sector could promulgate on their own,” he says.50 Of course, it is in that chasm that accountability stumbles.

Mackintosh told me that he is impressed by how movers and shakers in world finance are willing to give their limited time to work with the G30.51 So what do members get out of the experience? The club–think tank atmosphere feeds and bolsters their individual and collective capital. In Tsingou’s words, it “increases their shared prestige, defends their conception of honourable behavior.”52 And this further promotes the effectiveness of the group and the acceptability of the space it occupies: a sort of “rule-free zone” with increasing legitimacy. This space, of course, is beyond our accountability.

We’ve seen how close-knit, preexisting networks of influential players bridging state and private organizations can intentionally exclude the inconvenient (for them) participation of policymakers in government who do not belong to their network (the Rubin-Summers circle excluding Born). We’ve seen how informal networks, operating unconventionally through think tanks and the media and circumventing military procedure, can drive interest and consensus in a certain direction about the conduct of war (the COINdinistas). And we’ve seen how high-prestige, powerful players can increase their weight, both individually and collectively, while creating an influence-wielding venue that will outlast any individual members (the Group of Thirty). While not necessarily unethical, and while sometimes resulting in policy decisions that can be deemed to be in the public interest, all these groups are virtually beyond the authority of elected leaders and democratic processes. And most of these decisionmaking episodes could have benefited from including expertise outside their own networks; some decisions caused huge harm because they didn’t. If a broader group of voices and robust media oversight had been there to hold players accountable, perhaps the painful consequences of some of these episodes could have been mitigated, or even averted.

And yet the question remains: How to institutionalize the needed voices and oversight? How to get those outsiders in?

[image: Image]

What has happened to move the center of policymaking gravity away from formal organizations and toward epicenters of players and networks that circle in, around, and also away from the organizations?

What has happened is a sea change, and it has ushered in the new unaccountability. And unaccountability, as I said earlier, is a necessary—though not complete—precondition for the new corruption.

Several transformational developments over the past few decades have broken down barriers and allowed power brokers to hold more sway. They include the privatization, deregulation, and governmental “reform” fervor of the West that began to take hold in the United States and the United Kingdom in the early 1980s; the end of the Cold War a decade later, dispersing global authority and opening up sparsely governed arenas; and the rise of the Internet and digital technology soon after that.53 For better, as well as for worse, these developments, both on their own and through their interactions, have created myriad new opportunities for individuals, networks, ad hoc groups, companies, and nongovernmental organizations, be they private contractors carrying out functions heretofore mostly performed by governments; transnational networks laundering money or promoting human rights; currency traders conducting instant global transactions; or denizens of the Web gracing us hourly with their opinions.

This sea change has altered how we interact with corporate and government organizations (unidentifiable bureaucrats who know too much about us while we know precious little about them); instituted formulaic ways of dealing with the customer (the Mobius phone loop); helped to disconnect institutional trust from value (derivatives trading); produced power brokers who are in organizations but not of them; and served up leaders who give us ample reason for the decline of the public trust (certain former heads of the democratic world).

This sea change has even reconfigured what constitutes government. In the old world, government meetings were mainly made up of government officials. In the new world, a very real question is: Who is the government? Today, contractors, consulting firms, think-tankers, and quasi-official bodies daily stand in for it, in the process composing a more dispersed and fragmented governing system. In the United States, for instance, three quarters of the people working for the federal government actually now work directly for private companies, sometimes with a lot of influence and often with little oversight—but always focused first on the bottom line, not the public interest.54 Contractors (think Edward Snowden) run intelligence operations, control crucial databases, screen airport security and law-enforcement officials, choose and oversee other contractors, and draft official documents.55 And there’s been an increase in the numbers and influence of think tanks and quasi-official bodies like government advisory boards.56

The sea change has also diversified and obscured the missions of both official and private organizations. In the old world, the military fought wars, think tanks published policy reports, and media investigated and reported the news. Boundaries were clearer and organizational missions more narrowly focused. As we shall see in Chapter 9, today, campaign fund-raising groups pose as nonprofits or grassroots organizations.57 Chapter 7 shows think tanks acting as news outlets.58 News outlets and even military units function like entertainment companies. Navy SEALS, the same armed force that killed Osama bin Laden, co-produce a film with Hollywood in which the SEALS play themselves.

Businesses, too, are stretching into areas far beyond their traditional reach, not to mention beyond the reach of regulation, oversight, and accountability. Several large banks have become traders in commodities like aluminum, activity enabled by lax oversight.59 Goldman Sachs, Morgan Stanley, and JPMorgan Chase have conducted commercial activities that include power production, port management, oil drilling and distribution, and uranium mining.60 In 2011, the New York Times reported, “an internal Goldman memo suggested that speculation by investors accounted for about a third of the price of a barrel of oil.”61

The sea change has meant that an octane-charged flexibility is the key to getting ahead. The new era is all about “flex,” responding to the opportunity of the moment and bending in whatever way serves a player’s interests best. The era’s most successful actors are adept at ambiguity, line-blurring, reinventing, self-regulating, adapting, and branding, all the while pushing the limits of acceptability.

Flexibility is so much a part of the modus operandi of today’s top power brokers that I coined this term to describe them: flexian.62

An archetypal flexian is Lawrence Summers, who we will examine in greater depth later in the book. As one of his friends said about him in 2013, “[Summers has] been going about his life just on the basis of ‘who knows what’s going to come next?’ and just sort of maximizing his experiences, given the opportunities in front of him.”63 He has certainly “maximized experiences” over the decades, to the point where it is hard to even enumerate the number of roles he has taken on. Here is a partial list: economist; deputy Treasury Secretary under Clinton; president of Harvard; Treasury Secretary (also under Clinton); sought-after public speaker; op-ed writer; think-tanker; senior economic adviser to the Obama White House; university professor at Harvard (the highest academic rank); adviser to a vast assemblage of Wall Street and corporate outfits, including hedge funds, a trading floor operator, an asset manager, a venture capital firm, and big banks such as Citigroup.

Many of us perform multiple professional roles. But when they mesh in ways that disguise our true agendas or contradict the public agendas we purport to serve, defying accountability and transparency, therein lies the potential for violation of the public trust.

As Harvard’s president, Larry Summers did consulting work for a hedge fund from 2004 to 2006. He then used the founders of the hedge fund as part of an “informal brain trust” that he tapped when taking on the top economic advisory role in the Obama White House. Summers also uses the media to brand himself as an impartial guardian of sound public policy. In writing an opinion piece in the Washington Post in 2013, he was described as “a professor and past president at Harvard. He was Treasury secretary from 1999 to 2001 and economic adviser to President Obama from 2009 through 2010.” How is the public to know that the vast majority of his current income is derived from Wall Street and corporate gigs?64

The sea change requires that we alter how we make sense of the world. In this brave new world, which I make sense of as an anthropologist, the players themselves often are the pillars of power. They perform multiple and sometimes overlapping roles across government, business, think-tank, and media organizations, and it’s sometimes difficult to tell where one organization or role ends and the other begins. Influence is vested not so much in organizations but in players who operate in and around them and connect them through their multiple roles and informal networks. Their very power stems from their ability to connect the dots—to blend and blur official and private boundaries—and from their flexibility and ability to fudge boundaries.

In other words, the very power of these power brokers stems from their ability to be unaccountable.

Whatever its virtues (and there are many), flexibility must be considered a chief culprit in today’s unaccountability and hence the new corruption. Flexibility offers deniability, enabling power brokers to hide, obscure, and wriggle out of responsibility for actions in one role, saying they were operating in the capacity of another. Unaccountability thrives when responsibility can be denied.

Meanwhile, we, the people, buy into this agility. We seem easily impressed by the peripatetic pundits and policy missionaries we see on TV, as well as the highfliers who float in and out of officialdom, and we don’t tend to look beyond their public presentations and personas. The “private” and the informal—players, networks, and solutions—seem more authentic, even as they may be supported, sponsored, or spawned by government or industry or other organizations. When we fail to look under the surface and are so readily seduced, we do nothing to slow—in fact, we advance—the march to unaccountability.

CALLING OUT THE NEW CORRUPTION

I return to the question I began with: What happens to society when trust, and the accountability needed to sustain that trust, is drained from the institutions, leaders, and the governmental and corporate organizations on which we depend? When Goldman Sachs settled the ABACUS case with the U.S. government, a well-known political gossip site ran this trenchant headline: “BREAKING—Goldman Did Not Break Any of Those Laws It Wrote.”65

Of course, the use of the word “BREAKING” is part of the joke. Few were surprised that the U.S. government couldn’t prosecute the case with the current laws on the books. As the writer puts it in darkly comic fashion, it’s all part of the “new normal.”

This new normal is a far cry from the bureaucrat who took a bribe or who served his personal interests at the expense of the client and the public good; that corruption was the pathology of the system. That corruption clearly broke the rules, was against the law, and could be held to account. But as I’ve shown, corruption must now be understood differently because the system has undergone a sea change, and, as we’ll see in the next chapter, unaccountability is structured into it.

Now too, corruption must be understood differently because unaccountability allows the corruption of the new players to be far more indirect and difficult to detect. They flex and shift roles to suit their needs of the moment. They create organizations that morph as their needs change.

Now too, corruption must be understood differently because unaccountability has also emasculated the old ways of detecting, deterring, and punishing corruption. In the process, too, one of society’s mechanisms for exercising social control—shame—has fallen away. The players’ brazenness shows how widely their activities are tolerated, even accepted or admired.

Ethics have been reduced to individual choice, as political scientist Susan Strange famously noted as early as the 1990s.66 The only real control is social pressure exerted by the trust network.

But when the pressure is merely that of the networks of today’s informal power brokers, there will be the opposite effect. Far from bringing shame or sanction, the pressure they exert on and for each other instead enables them to “fail up.”

This will not do.

We need to reinvent shame. It must take its place in civic life again. Shame, of course, emanates from the inside. But today’s protesters, seeking to bypass the system and the institutions it comprises, consider themselves outsiders. Society runs the risk of producing a permanent class of outsiders.

That is one reason we need to redefine corruption as violation of the public trust and not just as simple bribery or illegal behavior. Reconceptualizing corruption as violation of the public trust moves us toward reestablishing the broken connection between people on the ground on the one hand and official and public institutions on the other.

As I learned in communist and post-communist eastern Europe, when people don’t trust the system, they create workarounds to get reliable information, obtain what they need, and maneuver the daily economy and bureaucracy. And the system that’s created by everyone working around obstacles leads people to see themselves as outsiders, even as they participate in, and are daily co-opted into, their own survival by the workaround system they collectively created. What is happening today is that the systems in place are (inadvertently) generating outsiders en masse (think the huge percentage of unemployed Greek youth). And these outsiders, understandably, have scant faith in the system.

The irony is that placing our faith in individuals instead of institutions mirrors the same impulse that produced the problem: the bypassing and disrespect of the system now practiced by the top players. When people have faith only in the personal or private realm, as we’ll explore next, that creates a systemic problem for democratic society. When the public realm and public institutions have become so discredited that people trust only others who can be marketed to them as “private,” there is little hope for the vital rebuilding of public institutions—and the public trust. Society gets reduced to bypassing and disrespecting these institutions, just the way many top power brokers do now.

In Eastern Europe during late communism, I witnessed a pervasive feeling of helplessness, fatalism, and gallows humor. Now I am seeing it here in the supposedly much more transparent West. “We” who are the victims of (and sometime collaborators in) all of this exhibit wide mood swings, oscillating between, as cultural analyst John Clarke tells me, “outraged (intermittently), complacent (much of the time), resigned (also much of the time) and cynical.”67

Yet if trust in public institutions is to be reclaimed, mustn’t we call out the violation of the public trust—the new corruption?


CHAPTER 2

Unaccountability, Structured

The cornerstone of the new corruption is unaccountability. It is structured into the workings of modern-day government and corporate organizations in ways that wouldn’t have been possible before the waning years of the twentieth century. It pervades everything from bureaucracies and banks to even the way computers interact with us. Unaccountability means that the system has an unprecedented ability to get to us, while we can scarcely get to it.

Take, for a small example, my own odyssey in trying to clear my credit record with the Bank of America. My twenty-plus hours on the phone with no fewer than twenty Bank of America representatives illustrates how many organizations now immunize (while often enriching) those at the top, even as accountability disappears into a puzzling maze. No doubt those who tried to “help” me followed their prescribed checklist—amounting to a pantomime performance of accountability. Incredibly, even more than I had experienced decades before in Eastern Europe, the system was simply structured to defeat me.

My effort began when a mortgage lender told me that my otherwise stellar credit history—which I had hoped would win me a favorable interest rate—was severely damaged because of an overdue Bank of America credit card balance of which I was completely unaware. When I’d cancelled—or thought I’d cancelled—my card, Bank of America told me I had a zero balance. I had a cancellation number and the ID number of the customer service representative I had talked with to prove it. Straightening things out would be easy, I thought.

Not so fast. I proceeded from Derrick and Deena in customer service in southern California to John, a customer service supervisor, to Felipe in the privacy source department in _____ (he was not authorized to say) to Carolyn in the credit department (a totally different phone number) to Adam in credit protection (Omaha) to Elsa in the credit department (or was it card services?) in Georgia to Julia in external customer relations to Delia in the escalations department to Sophia, also in escalations (the name of which alone tells you something), and Carol in credit analysis in Ohio. Back to customer services (Dan) and then Heather in card services, Kenton in the credit department, Susan in online banking and deposits in South Carolina and—sandwiched somewhere in there—Jim, a manager at a call center.

My journey, and an entire notepad scribbled with notes and names and dates to prove it, transported me back to an unlikely place: communist Poland under martial law in the early 1980s. I recalled six hours I’d spent on hold one afternoon, waiting to place an international call. Was I now up against the same kind of behemoth? The sense of helplessness, the gut-wrenching frustration and mounting anger—it sure felt the same. I couldn’t help but wonder about the fates of so many others whose situations were more dire than my own.

Exasperated, I tried to fix my problem the old-fashioned way. Hoping to appeal face-to-face to a physically present person, look him in the eye, and establish a sense of trust just as I would have in the old Poland, I walked into a local Bank of America branch. I was greeted by Charles. We were joined by Bob, who called in Ronald, the bank manager. All were sympathetic and eager to assist. But what could they do? Only get on the phone and call into . . . the same phone tree. Shrugging their shoulders, they apologized for their ineffectuality.

Even Bank of America’s CEO claims to be helpless. At a 2012 shareholder meeting, Brian Moynihan faced protests and outrage for years of shoddy lending and unresponsive service as people struggle to refinance their mortgages. Moynihan’s response: “You can call us, and we will figure it out.” He urged people to try a toll-free number, “eliciting laughter,” as Bloomberg News reported.1

Feeling victimized by bureaucracy is something we’ve all experienced, especially in recent years. (My point is not to single out Bank of America, or any other institution. The people I talked with tried to help, but they were constrained by their own system.) I was reminded of the exasperation that often typified encounters with the state-owned economy and bureaucracy in Eastern Bloc countries when one was trying to obtain scarce gasoline or meat or curtains or a favorable place in a years-long queue for a state-owned apartment or a passport to travel abroad. And yet, upon reflection, it seems to me that the systems prevailing today in the West and beyond are, in some ways, even harder to navigate than the ones I lived with and studied in communist Poland as an anthropologist in training.

Even under communism, with its quintessentially big, bad bureaucracy, many citizens found a way out, albeit far from an optimal one. The surest way to secure essential, yet formally hard to get, goods and services was to work through trusted family and friends, calling up favors in a long chain of reciprocal obligations. The key to success was informal information: knowing—or being able to find out through informal networks—whom to approach and how and where to intervene. Success elicited, in the psyche, both shame in lowering oneself to less-than-honest and sometimes even humiliating behavior and pride in one’s ingenuity in having beaten the system. But in today’s corporate and government bureaucracy, the human psyche is scarcely part of the equation. For how would we even know whom to approach to exchange a favor with or to butter up? I certainly couldn’t crack the Bank of America goliath, although my problem was eventually resolved after I pointedly explained to customer-service representatives the similarities between the old Eastern Bloc and Bank of America bureaucracies. One representative, unsettled by that comparison, went to herculean lengths to locate someone in the company maze who could tackle the problem.

What does my run-in with an all-too-common bureaucratic morass have to do with unaccountability? My story (and surely you have at least one, too) aptly illustrates an insidious reorganization of power that has occurred with such startling speed over the past several decades that most of us have barely paused to consider the implications.

But we must.

First up, government and corporate organizations. Whatever bureaucracy we’re trying to navigate or is impinging on our lives, we’re constantly hitting a brick wall. From organization to organization, this technology-driven, partly outsourced, too-big-to-fail structure is more difficult to deal with than the bureaucracy of old. The problem is not simply inefficiency or bad management. Such impenetrable organization means that it’s almost impossible to put your finger on, ultimately, who is responsible or accountable for what—if anyone is. This sets up the perfect environment for the new corruption.

Citizens in supposedly transparent democracies—no conspiracy needed—are now subject to unaccountable organizations and institutions in a way I haven’t witnessed since Solidarity leader Lech Wałęsa was still an outlaw activist. Under communism, the reasons for the public’s lack of trust were clear: the system delivered only minimally in economies where shortages were the norm; to live a more than marginal life in material terms required finagling.2 But my experience with communist bureaucracy is that it was easier to maneuver than a Bank of America–type bureaucracy.

THE BUCK STOPS . . . NOWHERE

The erosion of the public trust goes to the very core of society: our corporate and governmental organizations. Many are structured, in effect, to be unaccountable and to discourage the public trust.

Take my encounter with Bank of America. Did I mention that the charge that wreaked such havoc was a $13.69 bill and that it was for a credit protection plan? That is, the package I had purchased to alert me to any problems with my credit actually upended it.

This new unaccountability is born of the interaction of several factors over several decades, notably new information technologies and checklist-type “accountability” systems, with developments like contracting out and outsourcing also playing a part. The result is a greater disconnect among “silos”—units or milieus in the same organization or structure. My Bank of America story, while relatively benign, encapsulates the dynamics of many such organizations.

What has been called “structured unaccountability” pervades the modern-day organization.3 That organization is 180 degrees removed from the formal bureaucracy famously described by German sociologist Max Weber at the beginning of the twentieth century. Weber’s bureaucracy is legal—it follows the rule of law; rational—the organization has goals that it attempts to realize; and impersonal—a client’s ability to achieve a goal doesn’t depend on his or her personal relationship with a bureaucrat in it.4 Weber’s bureaucracy could be mapped; but try mapping a Bank of America-type structure. The esteemed sociologist was, of course, charting the ideal organization. Bureaucracy in the real world often falls short; a disjuncture looms between its prescribed principles and actual practices, as studies the world over show.5

Yet today, interactions of the digital age have disconnected the bureaucrat from the client in ways Weber couldn’t have imagined. The new-world bureaucracy is organized into discrete information universes with essential bits of information separated from each other, treading in a sea of digital routines. Employees are trained to know only what’s in their own tiny silo. In the Bank of America example, Carol in Ohio in the so-called credit analysis department had never heard of the cancellation numbers or station numbers that I had been assigned by another Bank of America unit. The information given by one division may be flat wrong according to another, which may not even be authorized to communicate beyond its bounds. So one unit can send you a letter but isn’t authorized to dispatch it to another division in the same company. The larger picture of institutional knowledge and memory is obscured, if not obliterated.

Both bureaucrat and client sit in the dark, at the mercy of new information technologies that live in an accountability-free no-man’s-land that no one can totally manage. Where is the accountability in the automated phone tree, the customer chat line, and other inventions that take on a life of their own?

The result of these silo-ized units awash in bits and bytes is that my local Bank of America branch and Carol in Ohio likely know less about who in their organization can solve my problem than the communist bureaucrats I encountered idling away in organizations very far from Weber’s ideal. Carol and my local branch manager, while eager to help, are even smaller cogs in the wheel and less able to assist than their equivalents under a pre-digital communist system.

I, the client, have far less room to creatively maneuver—to interact to my advantage—in this digital netherworld. And when an actual person in a bureaucracy, albeit one on the phone, is eventually pinned down, s/he is primarily responsible to the checklist, not to the client/customer, as was the case with Weber’s bureaucracy, however differently it may work in practice as compared to its own theory of itself. Weber’s bureaucrat was responsible for solving the client’s problem, following through with letters, meetings, court appearances, or other procedures. By contrast, Carol in Ohio is no doubt evaluated (and promoted) not by whether she actually solves customers’ problems but by whether she completes the prescribed checklist and says the right things in the right way to me and others who course through her call center.

This is not Carol’s fault. The very means of assessing accountability—of judging whether someone is doing a good job—is to blame. As practiced nowadays, “accountability” is more about ticking off the boxes on a checklist of things to do and say than about solving a problem. So Carol performs for the checklist. Her job depends on it. To be favorably appraised by her bosses, she must showcase accountability, which may well diverge from actually achieving it.

This was not the case in the old world when a local prospective home buyer met face to face with a bank manager to secure a mortgage. Nor was it the case when, having faced the bureaucrat, the customer could point a finger at his incompetence, arrogance, or corruption. Today, a “kind of a silent moral coup has stripped the customer of his/her individuality altogether,” as an analyst of bureaucracy has observed.6

Most of us have found ourselves in the grip of this twenty-first-century organizational behemoth at one time or another, whether battling an insurance company over a disputed claim or a bank over an uncommitted offense. But this unaccountable structure has proliferated far beyond the customer call center, with far more deleterious consequences.

Take, for example, the financial system. Think of the housing bubble in the United States in the 2000s that helped precipitate the 2008 financial crisis. Under the assumption that home prices would continue to rise and thereby alleviate the risk of bad loans, mortgage loans were packaged and repackaged, with the value unknown, as traders reaped gains for every slice and dice, passing on damaged goods, no matter the consequences for the client individually and the public generally. Vast amounts of wealth were concentrated among Wall Street practitioners and high-flying investors while disaster awaited millions of others.

A number of scholars and analysts argue that such silo-ization writ large, use of jargon to obscure, and splintering of information facilitated the meltdown. Anthropologist Gillian Tett of the Financial Times interviewed bankers across financial capitals to try to make sense of how exotic derivatives evolved and proliferated.7 She elaborates on Wall Street “tribes” within a single firm, and how the derivatives tribe came to dominate:8

Groups such as Citi or Merrill appear to have developed a more hierarchical pattern, in which the different business lines have existed like warring tribes, answerable only to the chief. Moreover, the most profitable tribe has invariably wielded the most power—and thus was untouchable and inscrutable to everyone else. Hence the fact that, in this tribal culture, nobody reined in the excesses. . . .

Information did not flow freely between divisions or among banks, Tett observed. Analysts in one unit often knew less than she did about what was happening in other units of the same bank.9

Making a parallel point, William White, chairman of the Economic and Development Review Committee at the Organization for Economic Cooperation and Development in Paris, highlights “the complexity of operations and the interrelationships among firms.” One of the pre-crisis convictions of regulators and overseers upended by the crisis, he reflects, was the “belief that regulators, traditionally focused on the good health of individual institutions, actually had a good understanding of the health of the system as a whole.”10 Apparently, they did not.

Functionaries in such complex organizations, be they traders in complicated financial instruments or employees or contractors working in customer service, are incentivized to have a stake only in their own little cubicles, not in the larger outcome for the client or the public. The term “structured unaccountability” was coined by a team of sociologists to capture this very disconnect. After the collapse of Lehman Brothers, the iconic Wall Street firm that fell in the autumn of 2008, signaling the global financial crisis, the sociologists interviewed dozens of Swiss, German, and Austrian bankers (managers and employees from different departments and at different levels), who described how the industry had changed. It used to be that bankers were responsible for a borrower’s ability to pay back a loan. There came a point in the early part of this century, though, when they were no longer responsible for the results of their lending, only for doing deals—as many as possible.11 Bonuses were generally granted according to the volume of deals made, not necessarily the consequences of any given deal. True accountability was structured out of the equation.12

Who is at fault? The answer is hardly satisfying. We tend to take on the ethics of our silos and professions, with their success becoming our focus, rather than the client/customer—or, more holistically, the larger results of our actions. Tett writes:13

I know it’s very fashionable to think the bankers were trying to hoodwink the world. And yes, there probably were some bankers being greedy—maybe mad or evil too—but I think the vast majority of bankers were not any of these things. They wanted to get on and do their job and they simply didn’t have much incentive to challenge the system.

Like Bank of America’s Carol et al., rewarded for completing the checklist (sans a bigger picture), many on Wall Street and in corporate America have been rewarded for their short-term investment gains, or the volume of their deals, regardless of the deal or trade’s actual long-term merits or its effect on the parties to the deal, the firm, or the broader society or economy.14 Indeed, this was Goldman Sachs’s defense when hauled before Congress in 2010. Having shorted their own clients, “Goldman representatives accounted for themselves in the hearing not as advisers to clients, but as ‘market makers’; essentially as traders among traders,” writes anthropologist of finance Caitlin Zaloom. The problem for ordinary people is that these self-styled “market makers” have their own “moral apparatus, sets of responsibilities, and ideas of virtuous action.”15 The client is scarcely part of this picture.

Removed from the client, this new-style answerability often displaces old-fashioned professional ethics, as several scholars have shown.16 It is a poor substitute for both having a broad sense of what needs to be done and taking responsibility for doing it.

Technology, The Decider

Technology and automation have played a role in both creating Frankenstein financial instruments and in fostering unaccountability in still other ways. Complex derivatives, collateralized debt, and anything termed “exotic” would have been nearly impossible to generate and proliferate without computer technology doing the slicing, dicing, collating, and near-instantaneous transfer of information.

In removing the human dimension and the accountability it can provide, the computer models used in the financial industry (while promising to minimize risk) may actually have introduced risk into the system, some analysts argue.17 As Tett writes, the “opaque and complex” tools bankers used, and the very way they “disbursed risk across the system,” actually increased risk.18 The so-called Value at Risk (VaR) proprietary models were devised to assess risk within a financial organization and came into wide use to help satisfy regulatory regimes.19 VaR was the preferred risk measure adopted by the so-called quants (short for quantitative), mathematicians and other pedigreed number-crunchers who held sway in the decade leading up to the financial crisis. As the smartest guys in the room, quants believed that they could accurately predict risk; but as we know now, this was one test they flunked. As the New York Times puts it, “VaR’s great appeal, and its great selling point to people who do not happen to be quants, is that it expresses risk as a single number, a dollar figure, no less.” But hedge fund billionaire David Einhorn summed up VaR as “. . . relatively useless as a risk-management tool and potentially catastrophic when its use creates a false sense of security among senior managers and watchdogs. This is like an air bag that works all the time, except when you have a car accident.”20 The 2008 crash was the car accident.21

Since 2008, some critics have argued that letting the banks use their own proprietary models caused them to underestimate risk and shut out the more subjective assessments based on experience and “gut.” In fact, one firm averted some of the problems that plagued others by putting human agency back into the equation. The company asked top managers in 2007 how things “felt.” Their gut said “danger,” and the firm, Goldman Sachs, began pulling back on risky securities.22 By contrast, despite calls to rein in VaR, faulty VaR models are blamed in part for JPMorgan Chase’s multi-billion-dollar loss in 2012 (thanks to the trader nicknamed the London Whale).23

The decisionmakers in this unaccountable system have their reasons and rationalizations, often cloaked in the silo-speak or lingo of their own bailiwicks. Indeed, in this era of unmatched complexity and ever-permuting technologies, the worlds of high finance and other such realms are too difficult for us lay people to understand; the experts will take care of it for us then. While both were invented by (and ostensibly for) humans, you wouldn’t know that from the insiders. Tett describes bankers at an exclusive conference thusly:24

The way they talked about credit was to emphasize the numbers and to quite deliberately exclude any mention of social interaction from the debate and discussion. In the first couple of days I sat there, they almost never mentioned the human borrower who was at the end of that securitization chain. They were also very exclusive. There was a sense that “we alone have mastery over this knowledge.”

This “complexity narrative,” as one anthropologist of finance calls it,25

[is one] that empowers the [bankers and their lobbyists] who can say, “listen Congress, listen policymakers, we’re the ones who know what’s going on. So just back off. There’s no way you can understand unless you have a degree in advanced math or advanced physics.”

Damning evidence of this kind of hubris can be seen in a statement to Congress in 1998—when the derivatives time bomb might have been defused—from then-deputy Treasury Secretary Lawrence Summers. He clearly internalized the idea that the Wall Street pros knew best:26

. . . the parties to these kinds of contract are largely sophisticated financial institutions that would appear to be eminently capable of protecting themselves from fraud and counterparty insolvencies.

I spoke in 2014 with Sony Kapoor, a finance think-tanker and adviser to governments and global institutions. He talked about the “technocratic competence idea” that reigns supreme. This can be seen here in Summers insisting that only the parties being regulated (banks), and those like himself who have direct experience with the regulated, are the ones “eminently capable” of doing the regulating.27

Players like Summers no doubt believe they have unique information, expertise, and the personal integrity to act on our behalf, even when their actions leave accountability in the dust. But with such players obviously not worthy of our trust, we, the public, know not where to turn.

Deniability

Unaccountability can thrive wherever responsibility can be denied. When lines of authority are clear; when players wear one hat, not ten; when systems are less complex and have fewer silos, it is much harder for those involved to insist “It wasn’t me” when things go wrong. But none of those conditions exist any longer. We are dealing with systems that are complex on a mind-boggling scale. As William White, who observed the unfolding of the financial crisis up close, put it to me: “Almost by definition, those contributing to [complex systems] can claim the failings of others are to blame.”28

Accountability is at risk wherever deniability is built into the system. Computer models make it easier to deflect blame when those models fail to mitigate risk, as they did spectacularly in 2008. They take a large degree of human agency out of the all-important assessments of how much risk a firm is actually taking. And who is responsible here? It’s certainly easier to say “the computer model was wrong” than “I was wrong.” Human agency and moral thinking have been crowded out by technology.

Deniability is built in to the system in still other ways. Today’s endless delegation to contractors and subcontractors, and to people whose status as inside or outside the system is unclear, is custom-made for deniability.29 Accountability rules for government contractors are typically more lenient than for those employed directly by government. Yet outsourcing is a sizable part of how the U.S. government (and many other governments at many levels) gets its work done.30

“Accountability” primarily to the volume of deals or to the checklist invites deception. High-finance bankers and even Carol in Ohio cannot be totally straight about the limits of their ability to answer to the client, even as they most likely have never given much thought to it. Neither is the investment banker always forthcoming about what s/he knows about the quality of the investment s/he is selling. Unlike the (anti-)sales clerks and bureaucrats of the communist era, who were often the antithesis of customer-friendly and sometimes even aggressively hostile, today’s functionaries are trained to appear to please and placate the customer even when they know they cannot help or when the financial package they are selling may do harm. The brash, or even bullying, attitude I witnessed under communism is, in effect, more honest. Deception, whether conscious on the part of the deceivers or not, can’t help but foment public distrust.

We have trouble wrapping our heads around this new unaccountability because Carol and others working in these organizations are not bad people and cannot be perceived as corrupt. But the system in which they operate, incredibly, is set up to be even less accountable than the byzantine communist bureaucracy of 1980s Poland.

This ubiquitous unaccountability, despite our supposed age of “transparency,” turns on the elusive origins of authority. It’s virtually impossible to identify the levers of authority or figure out where and how to intervene. The absence of responsible parties can lead to untruths that take on a life of their own. Without our knowledge or consent, the system can erroneously relegate us to the category of poor credit risk, debtor, or deadbeat—any of which could ruin our chance for a better mortgage or the ability to keep our house or even a much-needed job, and all of which could be resolved if the organization were set up to be accountable.31 Does this state of affairs encourage trust in governmental and corporate organizations in what’s supposed to be the world’s model democracy?

Because it is difficult, if not impossible, to challenge the insidious system, only the ethics or judgment of a few “bad apples” are questioned (think, for example, Fabrice Tourre of Goldman Sachs, a.k.a. “Fabulous Fab,” the rare Wall Street employee who the SEC found liable for securities fraud). But it shouldn’t be so difficult. Structured unaccountability has the potential to warp our lives and generate inequalities in ways both small and very, very big. Because Wall Street is still trading opaque, vastly complex financial instruments in a system mired in structured unaccountability, no one can really know, in a holistic sense, where the financial TNT has been planted, just waiting for detonation.

Unaccountability and Runaway Information

As we await the next explosion, twenty-first-century corporate and government organizations challenge accountability in an even broader way. They are constantly morphing their purposes, often far beneath the public radar—taking on totally different missions from those they advertise. While these are set up to look like we, the consumers/customers/clients, are empowered, the weight of their power is stacked against us.

The lifeblood of many organizations is now in information. Though a key purpose of a Bank of America is, supposedly, to answer to the client, “customer service” has evolved, at least in large part, into a means for getting the client’s personal information to use for direct advertising or market research—or even to sell to other companies or governments. Many government, corporate, and even campaign organizations have become secret services, gathering tons of information about us, often under the pretext that they’re working for us: keeping us in touch with friends (Facebook); giving us “points” when we make credit card purchases (card companies); “connecting” with a preferred political candidate; and even finding information for us (Google searches that prompt specific ads showing some of what they know about our lives). While harnessing the information we freely give up, Google, Facebook, Verizon, and other companies may dispute willing collaboration with government agencies. But the point is, how would we know if it weren’t for the Edward Snowdens of this world?32

We want to be in the know, minute to minute, with our whole panoply of interests; but the implicit deal we make (with the devil?) is that powerful algorithms will amass an easily exploitable profile that might shock us with its specificity and invasiveness. At least one that should shock us.

Meanwhile, no matter how many revelations come to light, it’s never going to be clear who holds that information or what uses it is being put to—or could be put to—because, as I have said, authority in these organizations (and the wider systems in which they operate) is often hard to pin down or is even completely unknown to nearly everyone, even within the organization. There’s no real way of learning the truth in real time unless we are deep inside it. We, the public, can’t possibly compete with the organization, either in terms of knowledge about its operations or the specific data amassed.

And amassing they are. As the industry and intelligence of data-mining have risen, corporate and government organizations have joined forces. You can see it in the synergy between espionage agencies and the technology companies of Silicon Valley.33 The move of Max Kelly, the chief security officer for Facebook, to the NSA in 2010, for instance, “underscores the increasingly deep connections between Silicon Valley and the agency and the degree to which they are now in the same business,” the New York Times noted. The NSA may be concerned with intelligence and Silicon Valley with profit, but they “both hunt for ways to collect, analyze and exploit large pools of data about millions of Americans.”34

Informality and Unaccountability

Silicon Valley and the tech sector, of course, excel at DIY (do-it-yourself)—from Uber cars to Airbnb to crowd-sourced venture capital. Their focus on private solutions to public problems largely leaves accountability behind. As a New Yorker article titled “Bay Watched: How San Francisco’s New Entrepreneurial Culture is Changing the Country” details, twenty-something “cool kids” at the business-digital cutting edge are merging moneymaking with new-age-style social purpose. (HBO this year debuted a trenchant satire show, Silicon Valley, depicting this unusual blend of capitalist and tech-powered idealism.) These new entrepreneurs are overtaking Wall Streeters as the model of success.35 They project being relaxed, casual—and informal—and also no doubt believe they are doing the right thing and that they have the expertise and the answers to big questions.

Informality has become the fashion of the moment on all kinds of levels, and you will see these loose ad hoc arrangements throughout the book. It runs the gamut from how you can now get a ride to the airport all the way to how war strategy is devised. I saw firsthand that informality was what enabled people under communism to survive, and there seem to be some parallels with twenty-first-century America. As I’ve said above, in 1980s Poland, the most ingenious eked out a livable life with creative dealmaking. Flash forward to today in the West. With an economy under severe stress, the most creative players have innovated, using technology to set up ventures like Airbnb, Task Rabbit, and Uber, where people can rent out their private resources—houses, labor, cars. This has brought part-time work and extra cash for those who use it, much as I saw in East Bloc Poland when regular people leveraged any tiny asset or resource they might have. The ones who’ve made out best, of course, are often the elite who own or invest in these burgeoning companies.

What’s more, informality is often found now—and even prized—among elites in policymaking and in ways that might be born of stress as well. As government becomes increasingly privatized, expertise is lacking when big public-policy decisions must be made. Players pull trusted friends in during a crisis (case in point: the financial bailout) or when life-and-death decisions must be made (another case: whether to stage a military “surge” in Afghanistan) and when making other policy choices.

So what’s wrong with informality? It is not in itself wrong, and surely it even has some clear benefits. But there is one thing that informality makes nearly impossible: accountability. If an informal group is involved in deciding policy, how do we know that the people chosen represent the variety of voices needed for vigorous debate? We certainly have plenty of examples, as you will see, of voices very much excluded from high-stakes debate. If the “cool kids” chosen to participate aren’t formally public servants, do they have the same ethics and disclosure rules? Usually not.

Sony Kapoor, that finance think-tanker who has been in and around the financial discussions taking place, told me that, in a crisis, there is the feeling among players that there is simply not enough time to amass the twenty people who should be in the room, and accountability becomes an afterthought. With regard to the 2008 financial crisis and bailout, Kapoor said: “[There was] next to no information on what central banks knew, what they thought the risks were. . . . Everyone was given the benefit of the doubt after the fact. . . . If it were any other part of government, there would have to be due diligence.”

Aside from emergencies, he made it clear that finance people often speak of a tradeoff between “efficiency” and “accountability.” The attitude is “We’re the experts; we don’t have the time.” Kapoor suggests there really are no outside perspectives because, quite simply, there are no outsiders: “Those who might have authority or information or wherewithal . . . are in one way or another a part of the system.”36 Indeed, if the players are assembling themselves informally, it’s not all that astonishing that they choose like-minded individuals with similar agendas not necessarily in the public interest.

Informal arrangements can be expedient and efficient. But accountability is almost inevitably sidelined, whether it’s in policymaking as seen in the financial bailout—or in what’s been dubbed the “sharing economy” emerging from Silicon Valley.

What about harm, liability, and risk when an Uber car crashes or an Airbnb house catches fire?37 The idea that all public problems have a desirable ad hoc private solution is, to say the least, reality-challenged.

Also reality-challenged is the hotly debated idea that more information unleashed by the digital revolution has made the world more transparent. Ironically, the control of information now seems weighted in favor of the entities and authorities (many of them corporate or private) that collect and use it for purposes mostly hidden from public view.

This can hardly inspire the public trust.

WE, THE COLLABORATORS

And yet, unsettling as this may be, I must raise this question: What about our own complicity? We may be the victims, but we are also collaborators. The first thing we do when signing on to a new computer system or program is to lie—that we have read all the legalese and caveats, and that we agree to them. But I would bet that very few people read the fine print (the companies monitoring our computers can probably tell us definitively), and those who do are seen as nerds or paranoids. We download and “agree” to the terms of use of software and such because we want to have them and realize that if we don’t click “agree,” we’re not going to get what we want. We disregard the privacy notice that comes with our credit-card bill and bank statement because, even though we know that information will be collected and used in ways we might not like, we need the credit card and the checking account.

Most of us play by these new informal rules because not doing so would relegate us to far more hassled—if not downright unworkable—lives. I can’t help but be reminded that likewise, to avoid marginal lives under the communism I witnessed, most people opted to skirt the broken formal system by fudging and finagling under the table to get what they needed. And while both cases involve deception, communist-schooled psyches are much more conscious of their own participation in this frequent practice. Should our not-quite-aware complicity in our own self-delusion concern us?

At the least, it should give us pause.

And so should the intermarriage of spies and Silicon Valley techies and what that portends. The communist experience is instructive. Communist publics were much more savvy than others about what happens to society when a massive machine is unleashed that can monitor and control people. Nearly everyone, at least under late Soviet and Eastern Bloc communism, knew full well that their systems were not designed to adequately fulfill citizens’ material needs and civic desires. Moreover, surveillance was in your face, subtlety nowhere in sight. When Romanians went to the authorities to register their typewriters each year, not only did they have no choice but to comply, but there could be no doubt that the purpose was to keep tabs on them. In that system, too, authority could be anonymous, but the intention was much clearer. (It is no accident that many of my Polish, Russian, and other eastern European acquaintances, recalling communism, have declined to join Facebook. They know all too well where the tools of such a surveillance bonanza can lead and how information gleaned from it can be used.) And today’s authorities don’t even have to steal our address books or strip-search or interrogate us directly; we willingly connect with our “friends” on Facebook, often divulging how we know them, along with myriad other details—and on a daily basis.

When core institutions are structured to be unaccountable and to flout the public trust, and when the trust between bureaucrat and client is broken, is this not a setup for pervasive violation of the public trust—the new corruption? And what are we to make of—and do about—the fact that, just as I witnessed under a communist system, we, the citizens, however powerless and in however small a way, are complicit in our own violation?

Our collaboration may be largely passive. It is nonetheless collaboration.

And have we not allowed ourselves to be seduced? As William White, again reflecting on what went wrong that led to the financial crisis, argues:38

All of the parties who contributed to the crisis (borrowers, lenders, regulators, central banks, academics and politicians) were each seduced by various influences into believing different things that were not true. Moreover, since seduction normally involves more than one party, the relationships between these various parties also contributed to their having “no eye to see and no ear to hear.”

[image: Image]

Do you recall what happened when I walked into a Bank of America branch, hoping my problem would be solved?

Nothing.

When the old means of restitution no longer work, and it is impossible to hold responsible parties to account, that is a sure sign that the system has moved on.

Just as many of us are defeated by the system at least some of the time, the most agile players among us know how to exploit it and take charge. We will see in the next chapter how some of those who do so violate our trust and fully engage in the new corruption.


CHAPTER 3

Inside the New Corruption

We are told this is an age of transparency. And yet the business of influencing appears to be getting less, not more, transparent.

Before we look at the world of influencing, though, let’s first consider a setting that is ultra-transparent. In the community of fewer than two thousand in which I grew up, the proverbial six degrees of separation are more like one or two. You can’t help but play multiple roles in a small town: a teenager babysits for her next-door neighbor’s kids whose father is also her schoolteacher and a colleague of her father’s and whose mother is also her Sunday school teacher. Is there potential for nepotism and corruption? Yes. But at the same time, everybody knows what everybody else is doing and it’s difficult to hide. In communities like this, agendas, roles, relationships, and sponsors are pretty clear.

When it comes to today’s top power brokers, this model is only partly accurate. Roles overlap and decisions get made with the same kind of small-town incestuousness—but, to the outside world, there’s little of the transparency of such a community.

Consider the examples of the following players who entered into a consequential policy debate affecting the global economy, airline security, and the American healthcare system, respectively. Each had information, along with experience and contacts, that they had amassed from their previous high-ranking roles in government or business—or, as is typical, both.

•  Dan Jester, “retired” from Goldman Sachs, was brought in by Treasury Secretary and ex–Goldman Sachs chief Henry Paulson to assist in the 2008 financial bailout. He was hired as a “contractor,” not a government employee, and thus was not required to disclose his financial holdings and was subject to far fewer rules. The New York Times notes that Jester seemed “to have had his finger in every pie: rescuing Fannie Mae and Freddie Mac, the Lehman Brothers bankruptcy, the A.I.G. calamity, the decisions to bail out Citigroup, G.M. and Chrysler, and the creation of the Troubled Asset Relief Program. Jester also tried to negotiate deals for Lehman with both Bank of America and Barclays.” By all accounts, he served as Paulson’s de facto envoy in these high-stakes gatherings.1

Whose interests was Jester representing during those meetings that would affect the entire global economy? We’ll never know, since he was accountable to no one other than Paulson. We can never know for sure that Jester wasn’t just helping an old friend and the global economy through a grave crisis. And we will probably never know what role he played in securing the bailout terms that seemed to favor the interests of Goldman. The New York Times noted that Jester, not surprisingly, had holdings in the company. The Times also called him one of the “mystery men” of the financial crisis. And he is likely to remain so. He claimed to have “followed an ethics plan,” but we’ll have to take his word on that.2

•  Former Senate Majority Leader Tom Daschle helped shape President Obama’s signature legislation, healthcare reform, even while he was consulting for healthcare firms. His nomination to be Obama’s Secretary of Health and Human Services was derailed in 2009 after a brief scandal over unpaid taxes. But Daschle was already assuming a much less visible, yet influential, profile in healthcare reform before and after his withdrawal. Not long after leaving the Senate in 2005, he became a consultant to a private equity firm;3 joined a prominent Washington law and lobbying firm, Alston & Bird, advising various insurance and health companies, including UnitedHealth, though never registering as a lobbyist;4 served at a think tank that received funding from a pharmaceutical company;5 sat on a General Electric advisory board that devised loan incentives for rural doctors to buy the company’s software;6 and became a sought-after speechmaker at many healthcare outfits that might stand to gain from his access and prestige.7 He quickly evolved into a K-Street powerhouse in the healthcare business, moving from Alston & Bird to DLA Piper in 2009.8 He advised the White House and met with President Obama, Vice President Biden, and Senate Majority Leader Harry Reid to strategize on the Affordable Care Act, now popularly known as Obamacare.9 All this while simultaneously working with the healthcare industry on the application of new information technologies, among other matters.10

What was Daschle’s agenda? On whose behalf was he working in his meetings with the president and on Capitol Hill? Perhaps the more important question is: How can we, the public, ever know? Daschle has lobbied so flagrantly, without registering, that his evasion technique has been described as the Daschle Loophole.11 Unaccountability, anyone?

•  More recently, as the United States was considering military intervention in Syria, a strong voice appeared in the Wall Street Journal trying to allay fears that a U.S. air strike would simply aid rebel jihadists.12 Elizabeth O’Bagy’s August 2013 piece originally called her a senior analyst for the Institute for the Study of War. She had already been making her case in the media and to dozens of congressional offices, as well as to universities and think tanks.13 But this op-ed propelled her farther than all her other advocacy. Soon she was appearing on media outlets as disparate as Fox News and NPR’s Morning Edition.14 Both Secretary of State John Kerry and Senator John McCain cited her work during congressional hearings in their push to intervene in Syria, with McCain always pointedly calling her Dr. O’Bagy.15

O’Bagy’s sudden rise to prominence took a turn, however, when her perhaps more relevant role was more directly identified. She apparently had a contract with a pro-rebel group, the Syrian Emergency Task Force, which itself has contracts with the U.S. and U.K. governments to aid the Syrian opposition.16 She had disclosed this role in some outlets, but it went unmentioned in the Wall Street Journal editorial. (O’Bagy was then also outed for lying about whether she had a Ph.D. from Georgetown University.) While she was fired from the Institute for the Study of War (for having misrepresented her credentials), for a brief, but significant, moment in a major debate, O’Bagy appeared frequently as an impartial expert when she was everything but. Disclosure was selective, and it appears that media outlets failed to examine her agenda carefully enough.17 Before this information came to light, how would we have known that we were being directed to a certain viewpoint? We, the public, had no way to sort this out because we didn’t know there was something to sort out. In the spirit of the era, O’Bagy rebounded fast, taking a job with Senator McCain.18

Such novel power brokers have ushered in a whole new world of challenge as they shape, make, or pronounce on public decisions. Whether through op-eds, appearances as “experts” on television, radio, or the Internet, or in advisory capacities to public figures, they and those who promote them or put them on the air lead us to believe that they are acting in the public interest. But their feet are planted firmly in another set of (private) interests. And these official and private agendas intermesh in ways that make it impossible for us to know in a time frame that matters, if ever, what they are up to and whose agendas they serve.

The information system doesn’t work for us in the way it might have in the past. There was a time not so very long ago, at least in large swaths of the Western world, that we could have more confidence than we can now in the objectivity of the experts who advised government and pronounced on issues of vital importance. Roles of influencers and power brokers were better defined and more stable—like the banker, the minister, or the county official in my American Midwestern home community. That was before the sea change charted earlier in the book upended so many staples of society—from investigative reporting, to our interactions with Bank of America–like institutions, to the very core of what constitutes a bank, a think tank, or a media organization, to who carries out the work of government (officials or contractors?) and who is accountable for it.

The new-style influencers exude a shadow air in that their agendas or sponsors are obscured (Daschle and O’Bagy), or their titles do not comport with their outsize roles (Jester). In either case, we, the public, can’t quite know who or what is behind their influencing activities. We cannot say, since most of us are not privy to the venues they inhabit. We do not have the benefit of the face-to-face contact that one would need with the banker or minister or county official that would allow us to get a feel for whether they can be trusted. Yet the decisions the high-flying new players make without our input affect our lives and livelihoods in ways beyond measure.

In short, we, the public, have little possibility of holding them to account. None of the activities I have described is illegal or subject to ethics regulations. The players are sufficiently novel and unconventional that they fly beneath the radar of many watchdog organizations whose missions are to monitor registered lobbyists, interest groups, and the like. They even escape the notice of many investigative journalists.

But even if such power brokers flunk the smell test, what has this to do with corruption? Where does a super-clever way of exerting influence end and a violation of the public trust—the new corruption—begin?

The age we’re in has spawned a swarm of players to meet its needs. While most are unaccountable, not all, by any stretch, teeter on the edge of the new corruption. And only some tip over, violating the public trust.

Two kinds of all-out power brokers are by definition unaccountable and often abuse our trust. The modus operandi of these players, their sponsors, and their ways of organizing in and around all manner of entities (which we’ll explore in depth in Part II), make them unaccountable. Some, like Humpty Dumpty, fall full-face into the new corruption.

There is no dearth of such power brokers. Some are household names like Summers, Rubin, and Daschle. But others that you may never have heard of are equally unaccountable, as are many whose names you know but whose machinations you may not be aware of. The front pages routinely offer up so many examples that in our featured column in The Huffington Post, co-author Linda Keenan and I have had a wealth of instances from which to draw (see, for example, our article profiling ten players from the last decade, including General Barry McCaffrey, Richard Perle of the “Neocon Core,” and former German Chancellor Gerhard Schroeder).19 These unaccountable players have shaped public policy, ranging from the decision to go to war in Iraq to the decision to run a direct gas pipeline from Russia to Germany.

To see just how this happens, let’s first take a look at how such players—whom I call “shadow lobbyists” and “shadow elites”—evade accountability. The way they organize their roles, work in and around entities, and enlist sponsors—in short, their MO—enables them to accomplish this. The players themselves are the centerpiece of this chapter.

Whether the focus is the players themselves, or the entities and sponsors they engage with (the subject of Part II), today’s dominant methods of wielding influence are less visible and more difficult to detect than, say, in the last half century. And this puts accountability on the line.

LOBBYING BY ANOTHER NAME

Shadow lobbyists, the simplest in terms of the modus operandi of the new breed of influencers, are a big part of the new corruption scene in the United States, Europe, and, by many accounts, beyond.20 The enterprise of influencing appears to be getting increasingly informal.

In the United States, where a power broker once might have sought the title “lobbyist” to display his influence, today he is likely to take on an executive role with a title like “strategist” or “adviser” or “government affairs specialist.” As a former president of the American League of Lobbyists (ALL), Paul A. Miller, observed, “‘. . . there’s a new way to lobby . . . and that includes PR consultants, grassroots consultants,’ and many others working outside the disclosure rules.”21

The enterprise of lobbying has changed so much that the ALL decided to drop the word “Lobbyist” from its name in favor of the more innocuous “Association of Government Relations Professionals.”22 “We suggest ‘Congress Plus’,” quipped the editorial board of the New York Times in response, citing the employment in the lobbying industry of “more than 400 former members of the Senate and House, plus former congressional staff members estimated in one study to total 5,400 people over a recent 10-year period.”23 The lobbyists themselves said that the term was too narrow to encompass their current activities. As ALL (or AGRP) president Monte Ward said in a letter to members:24

Through surveys and research, we discovered that a majority of our membership no longer identified themselves as only “lobbyists.” In fact, most of those surveyed stated that their responsibilities as a lobbyist encompassed just a fraction of their duties. While our organization was founded in 1979 to support the lobbying community, this industry has evolved dramatically over the years and now includes a variety of disciplines.

So what is the matter with lobbyists entering other arenas, or with changing the name of the association, as ALL did? Aren’t these smart players, skilled as they are at claiming and gaming the system, just helping to evolve an up-to-the-minute way of doing business?

Yes, they are. And that up-to-the-minute way is designed to avoid accountability. Indeed, many top power brokers eschew the term “lobbyist” because it allows them to evade regulations that were put in place to prevent conflicts of loyalty and interest. Individuals who are paid to lobby the federal government are required, under a 2007 law (which strengthened and amended parts of a 1995 act), to register and file regular reports of their activities and funding. Like regular lobbyists who abide by the legal requirements of the venues in which they operate, shadow lobbyists are (generally paid) advocates who try to persuade legislators or relevant government officials to enact policies that will benefit a particular industry or group.

When shadow lobbyists don’t register, they don’t have to disclose their true agendas or sponsors.25 Because we, the public, are in the dark, they can be much more effective. We didn’t know, for instance, that O’Bagy might have had her own agenda while pronouncing on potential U.S. airstrikes in Syria. And these influencers often have more access to the citadels of power than those whose titles are clearly “lobbyist.”

Shadow lobbyists are frequently former high government officials now connected to consulting firms, academia, the media, or think tanks; others might be one-timers, the way O’Bagy appears to have been. Still others are key players in corporate America or Wall Street. They peddle a policy, using the legitimacy or credibility gained in a current or former official role or affiliation. This aids the impression that the policy is in the public interest, even in situations where that case would be difficult to make.

As the New York Times, one of the few entities that has picked up on the ways of these influencers, writes: “They develop strategy and use their contacts to open doors and then leave the appointment-making to more junior people who are registered as lobbyists.”26 Jack Abramoff, who published a book about how the Big Boys operate, described the rules of the game thusly:27

. . . they’ll pick the phone up and they’ll call their buddy, the senator, their old buddies, and they’ll say, “Listen, I’m here at this law firm now. I can’t lobby you, but my new partner, Jack, can lobby you. Can he come up and meet with you?”

While Abramoff himself went to prison for blatant acts of fraud, this kind of corruption, he underscores, remains fully legal and widely accepted.

It’s so accepted, in fact, that shadow lobbyists may be overtaking registered ones, at least in the United States. Registered lobbyists are on the decline. Their number peaked in 2007 at 14,845 and fell to 9,434 in 2013.28 In 2013, the New York Times reported “dramatic” drops at some of Washington’s top lobbying firms. The well-known firm Barbour, Griffith and Rogers (also known as BGR Group) saw a thirty-eight-percent revenue falloff from 2007 to 2012; the firm QGA had a fifty-eight-percent decline over a similar time period.29 The business of influence, though, is far from dead.

Shadow lobbyists also come from places that might seem far removed from political power centers: top universities. High-profile academics are particularly insidious. They are attractive to those who buy their services precisely because, ironically, it’s the image of the neutral, incorruptible scholar that these academics sell to the public. But sometimes they are hardly so.

As we shall see in Chapter 8, economists have been especially active shadow lobbyists—and not only in America.30 German economist and former European Central Bank official Otmar Issing penned an op-ed in the Financial Times to argue against a rescue package for Greece, while failing to mention that he was a Goldman Sachs adviser. This was flagged by a fellow economist, Simon Johnson, who questioned whether Issing might be “talking Goldman’s book, whether he realizes it or not.” He was suggesting the very real possibility that Goldman might indeed profit from Greece’s failure, and that readers should at the very least know Issing’s affiliation. Johnson also notes that globalization means there is no clear jurisdiction or body to investigate potential impropriety in a situation like this. “Welcome to the scary and essentially unsupervised world of international banking,” he writes.31

Shadow lobbying knows no particular ideology or political party. Both the American liberal Howard Dean and the conservative Rudy Giuliani were paid to speak on behalf of an Iranian exile group engaged in an all-out effort to be taken off the U.S. list of foreign terrorist organizations.32 These and other politicians have endorsed the exile group by speaking at its events for handsome fees—an activity that smacks of shadow lobbying.33

THE FOREIGN CONNECTION: “SHAME IS FOR SISSIES”

Some of the most sophisticated—some might say shameless—shadow lobbying in the United States is in the service of foreign governments. Lobbying on behalf of foreign governments, a kind of paid privatization of diplomacy, leaves little room for accountability. Yet today it is a huge business enlisting individuals of high renown.34

Foreign governments, of course, have sought to press their interests throughout American history. And some countries still do advocate through their embassies in the United States; that is, if they still have a powerful, well-staffed outpost that understands Washington. But “many, if not most” do not, according to John Newhouse of the think tank World Security Institute. Now countries of every variety—established, “emerging,” and perhaps especially “rogue” regimes and dictators—routinely seek out those in the know who have privatized the channels of diplomacy. These players take the experience they gleaned through public service, join or create a firm, and then offer their privileged knowledge to foreign countries that want to trade cash for access. Here’s Newhouse, writing in 2009 for Foreign Affairs:35

. . . the U.S. government has become so complex that only insiders, such as former members of Congress or congressional staff members turned lobbyists, can navigate its confusing structure. The most well-connected individuals are likely to join one of the major hybrid law and lobbying firms, such as Patton Boggs, Akin Gump Strauss Hauer & Feld, or BGR Group. The subculture of public relations and law firms that do this kind of work reflects a steady decline and privatization of diplomacy—with an increasing impact on how the United States conducts its own foreign policy.

A partner “who focuses on international clients” in the firm Qorvis, about which we will hear more later, reported that foreign countries are relying more and more on PR, as opposed to traditional lobbying. He said that “People still see the value in traditional lobbying, but its [sic] not always the first stop now when you come to Washington, when it used to always be the first stop.”36

Shadow lobbyists not only seek to sway policymakers; opinionmakers and the public are also key targets. This shadow lobbying can have a corrupting effect on foreign policy.

On paper, at least, lobbying on behalf of foreign powers would appear to be a strictly regulated affair. The Foreign Agents Registration Act, passed in 1938, was initially aimed at preventing Nazi agents from spreading propaganda. The Supreme Court described FARA this way five years later: “the general purpose of the legislation was to identify agents of foreign principals who might engage in subversive acts or in spreading foreign propaganda, and to require them to make public record of the nature of their employment.”37

Lobbyists on behalf of foreign countries are required to register with the U.S. Department of Justice under FARA (excepting those who fall through several loopholes that I will describe shortly). Many, if not most, lobbyists working to promote foreign-country interests in the United States do, in fact, register; but they report their activities in ways that obscure their nature or full extent.

Even when the firms or organizations are registered and the actions disclosed, the public is often still largely uninformed about the full extent of their activities, especially as they become increasingly adept at manipulating Internet and social-media venues for propaganda purposes. Here are two brief examples of the unaccountability of shadow lobbying and its sometime role in suppressing the public interest.

•  Turkey provides the first. Over the years, the country has amassed bipartisan lobbying power to fight a formal acknowledgement by the U.S. government of the early-twentieth-century Armenian genocide. In Turkey’s corner (among other firms): International Advisors, Inc., founded by a prominent neoconservative and deputy undersecretary of defense for policy under President George W. Bush, Douglas Feith, with fellow top neocon Richard Perle serving as “adviser”; former Republican congressman Bob Livingston of the Livingston Group; and DLA Piper, one-time home of former House Majority Leader Richard Gephardt, who once supported the Armenian genocide resolution in Congress but later found the issue more complex, apparently, after his firm signed a reported $100,000-per-month contract with Turkey.38 Among those at DLA Piper on the Turkey account were two top fundraisers for Hillary Clinton’s 2008 presidential campaign.39

Given Turkey’s lobbying ammunition and the country’s geopolitical importance, the U.S. recognition of genocide in Armenia has not moved forward. As U.S. senators, Clinton and Barack Obama both backed the genocide resolution, but the legislation has since gone nowhere. President Obama broke a promise to Armenian-Americans to publicly deem as genocide Turkey’s actions nearly a century ago. In 2012, then–Secretary of State Clinton, the assumed front-runner for the 2016 Democratic presidential nomination, described the genocide recognition as “opening a door that is a very dangerous one to go through.”40

•  The use of informal envoys is another illustration. As Egypt began exploding in 2011, the Obama administration chose a special envoy who wasn’t employed by the State Department to deliver a personal message to the embattled President Hosni Mubarak: former ambassador-turned-lawyer/lobbyist Frank Wisner. Wisner, of the firm Patton Boggs, returned from Egypt with such a pro-Mubarak statement that the Obama administration had to immediately distance itself from its appointed informal envoy.41

Patton Boggs strongly denied that it or Wisner had any financial interest in propping up the Mubarak government and said that it had performed work in Egypt had been finished for years. But, however urgent such privatization of diplomatic expertise might seem in a given case, should it not give us pause as a practice? The State Department spokesman remarked: “We’re aware of his employer. . . . And we felt that he was uniquely positioned to have the kind of conversation that we felt needed to be done in Egypt” [emphasis added]. Is it any surprise that Wisner went “off-script,” or that Wisner’s interests were questioned because he is a lobbyist?42

As for those who were actively lobbying on behalf of Mubarak’s government in the lead-up to the unrest, they included three top players: K-Street legend Tony Podesta, former congressman Toby Moffett, and, once again, Bob Livingston. According to the New York Times, they had a “joint, multimillion-dollar contract with Egypt. [They] met with dozens of lawmakers and helped stall a Senate bill [in 2010] that called on Egypt to curtail human rights abuses.”43

These are but a few examples of a practice that in the past ranged from the simply rare to the inconceivable or even treasonous. In a crisis situation like that of Egypt, it’s understandable that an administration might look to the players they know and trust, private or public. (And one could argue that at least Wisner had been a public servant, unlike Dan Jester, the banker friend Hank Paulson turned to when suddenly forced to bail out the financial system.) Be that as it may, and wherever one’s sympathies (and the facts) lie with regard to Armenia/Turkey or Egypt, there is no question that the manner of influencing is beyond accountability.

These days, lobbying by foreign powers is so accepted as “business as usual” that foreign money even ends up in campaign coffers, according to the book The Foreign Policy Auction:44

In a nutshell, here’s how foreign money flows from a foreign government to US politicians: A foreign government signs a contract with a DC lobbying firm; the firm pays its lobbyists, at least partially, with that foreign money; then, lobbyists make campaign contributions or organize fundraisers with that money. In fact, I’ve found dozens of instances where foreign lobbyists made contributions to legislators on the exact same day they meet to discuss the needs of foreign governments. While this may look a lot like bribery to you and me, it’s, unfortunately, perfectly legal.

And, at this point, this practice is also mostly respectable. The possible taint one might expect for those who engage in it seems to be minimal or short-lived. As the author of The Foreign Policy Auction puts it:45

There is no arch-villain here, no dark lord, no one to unmask at the end of the show. There are only politicians seeking reelection, lobbyists seeking more revenue, and foreign governments competing for influence over the most influential government the world has ever known.

For decades, there was a sort of “dark lord,” one of the best known lobbyists for “rogue” powers in particular, named Edward von Kloberg III (1942–2005). Words like “infamous” were constantly used to describe the flamboyant, cape-wearing von Kloberg, who had added the “von” for effect, deeming it more “distinguished.” What really distinguished von Kloberg was that his Washington firm represented a slew of dictators starting in the early 1980s, including Iraq’s Saddam Hussein, Nicolae Ceaușescu of Romania, Liberia’s Samuel K. Doe, and Mobutu Sese Seko of Congo, formerly Zaire. “Shame is for sissies” was one of von Kloberg’s mottos. He claimed to have rejected only one client: Somali warlord Mohammed Farah Aidid.46

These days, though, many A-list lobbying and legal firms take business from unsavory regimes and undisputed dictators. But instead of admitting that they are brazen, like von Kloberg did, they tend to cast their activities in a benevolent light. Their frequent argument, as you’ll see here and in later chapters, is that they are actually helping these regimes down the path to democracy. This rationalization emanates from the legal and lobbying firms, as well as the various public relations shops, including Burson-Marsteller and Weber Shandwick, that engage in “image management.”47

The field abounds with similar claims, which may indeed be sincere, at least in some cases. As a member of the Washington Strategic Consulting Group recounts: “Our firm really said to leaders, ‘This is what you need to do.’ The whole idea was to encourage them to reform.” In our shadow-elite age, such claims are not easy to evaluate. Even a former ambassador to Angola has said that the PR firm his host country used held more sway than he did.48

The Limits of Regulation

While lobbying is regulated, there is many a slip between cup and lip.

An agent who is registered with FARA is supposed to make detailed filings, not just of meetings with those who have influence, but of propaganda or public-relations work as well. A look at the Foreign Influence Tracker set up by the public-interest news outlet ProPublica and the Sunlight Foundation will show just how specific those filings can be.49

And yet there is always a lag between the propagandizing and filing. Once reporters are able to expose the foreign influence, the damage is likely already done, even if filings are timely and complete. It’s unlikely that the public or policymaking community will take much notice retroactively. And it’s nearly impossible if the filings are not timely or thorough.

For instance, a filing appeared in March 2013 that confirmed a paid propaganda campaign waged by the Malaysian government.50 The goal was apparently to spread negative press through a range of mainstream American outlets against a pro-democracy figure, using ten opinion writers. But the filing came a bit late: the campaign dated back to 2008.

The foreign agent in this case, conservative pundit Joshua Trevino, maintained that he didn’t know there was any database or that he needed to file at all.51 That’s likely because until President Obama took office, the enforcement of FARA had been lax, to say the least, and the law less well known. The Justice Department long favored “voluntary compliance”52 and, in fact, very few have been successfully prosecuted for a FARA violation.53

With that track record, it is no surprise that filings can be haphazard. One fellow for Southeast Asia at the Council on Foreign Relations spoke to an unnamed lobbyist for a foreign country in 2010, who told him this: “I was so careful to document every phone call, every meeting, and then I found that some other people, they don’t file at all. . . . Does anything happen to them? Not really.”54

In part, that could be the result of massive loopholes. A big one involves the Lobbying Disclosure Act, which ostensibly monitors domestic lobbying and has far less stringent requirements than does FARA. If a lobbyist has multiple accounts and registers under the LDA, he then no longer needs to register as a foreign agent. Another loophole allows meetings to be held overseas; those don’t fall under FARA’s purview.55 And one loophole in particular is being exploited amid the rise of—shall we say purposely—ill-defined influence or “nonprofit” groups.

One reporter describes it this way: “[A]s long as the entity is formally a nongovernmental organization and isn’t funded by a government—a chamber of commerce, an advocacy group, or some other entity—the [FARA] law does not apply.”56 Her article cites the Brussels-based European Centre for a Modern Ukraine, suggesting that it is a front for the repressive (and now deposed) Ukrainian government. But because of the group’s amorphous definition and ties to Ukraine’s former leadership, two lobbying firms, the Podesta Group and Mercury/Clark & Weinstock, were reportedly able to represent it under the LDA. (One report said the lobbyists went “radio silent” after their client, Viktor Yanukovych, fled the country in February 2014.)57

The Obama administration did beef up FARA enforcement: firms in 2011 reported a big upswing in the number of audits coming from the Justice Department, with one lawyer describing the “wave” as beginning around 2009.58

The president may have known that enforcement was his only option, since his attempts to close loopholes during his brief tenure in the Senate were nonstarters. And some have argued that politicians have no appetite to really close these loopholes, because they are happy to accept campaign donations from the foreign (shadow) lobbying firmament. The list of politicians who’ve done just that now includes Obama himself.59

Of course, foreign lobbying has been going on for a very long time. But John Newhouse assesses that the co-opting of diplomacy by private interests is not an occasional problem, but now rather “a broad and deepening pattern of corrupt and corruptible members of Congress making self-serving deals with lobbyists working for foreign entities.”60

Others argue that the traditional mode of influence—meetings with lawmakers, say—has given way to the newer, more creative forms of lobbying that can evade even the stronger requirements of the FARA law. Ken Silverstein, journalist and longtime foreign lobbying watchdog, writes:61

One Washington lobbyist told me, “Access lobbying is dead. Congress is gridlocked so meetings on the Hill are useless. Now it’s all about perception and molding public opinion. That’s why so many lobby firms have become integrated, and do so much work on the P.R. side.”

The Southeast Asia expert at the Council on Foreign Relations adds:62

Such makeovers are the result of sophisticated campaigns. In the past, dictatorships simply used lobbyists to court the mostly below-the-radar support of American politicians. But in the post-9/11 world of 24/7 media coverage of every human rights crackdown in Kazakhstan or every whisper of Saudi Arabia funding extremists, authoritarians need a different strategy—an intensive, crisis-management approach to P.R. Like Angelina Jolie, who transformed her image from wild woman to paragon of charity, these dictators have rebranded themselves completely, using every avenue to promote their new images.

We’ll look more at the whole enterprise of shadow lobbying for foreign governments elsewhere in the book. Specifically, in Chapter 5 we examine how firms that fall on the “dark” side of PR do their work. In Chapter 8 we observe up close how high-prestige academics use their seemingly neutral affiliations to (shadow) lobby on behalf of foreign entities.

FAILING UP AND COVERING UP

Like shadow lobbyists, shadow elites are decidedly insiders. While shadow lobbyists engage in one-off projects as solo operators (like O’Bagy on foreign policy), their close cousins, shadow elites, are more complex and highly flexible creatures.63 Shadow elites are more difficult to decipher, working as they often do as part of a longtime trust network and coordinating their efforts to advance their mutual agendas as a self-propelling team.64 Administrations come and go, but shadow elites are not the instruments of any particular administration, even as some of their members join them. Shadow-elite networks persist, spinning overlapping roles at the nexus of official and private power and creating a virtually closed loop that challenges accountability. They are less stable, less visible, and more global in reach than their powerbroker forebears. And they are a paradox in terms of political influence, as political scientist Simon Reich tells me: they are more amorphous and less transparent than conventional political lobbies, yet also more coherent and less accountable.65

One network that has certain key features of shadow-elite networks includes Lawrence Summers, whose legendary flexian machinations I touched upon in Chapter 1,66 Wall Streeter and former Treasury Secretary Robert Rubin, and several others who have held key posts in the Clinton or Obama administrations or both (and some members who took part in George W. Bush’s). Much has been written about these players in large part because they bear considerable responsibility for setting in motion a whole slew of changes regarding how government deals with financial institutions, the consequences of which we will be saddled with for years to come. My goal here is not to rehash the details of the network’s activities, but to highlight their MO and show how its mode of influencing has helped make them so effective.

Shadow elites exhibit staying power through close-knit insider-ism. Roughly the same people keep coming up in different incarnations to accomplish their joint agenda(s).67 Members of this Summers–Rubin circle who found their places on the Obama economic team—including Treasury Secretary Timothy Geithner and Budget Director Peter Orszag—are all connected to Rubin and each other in various configurations through tenure at either Goldman Sachs or Citigroup, the Clinton administration, and a think tank Rubin founded to promote his economic philosophy, the Hamilton Project.68 The team members had so many connections to Rubin that “the White House now looks like a backstage party for an episode of Bob Rubin, This Is Your Life!” journalist Matt Taibbi quipped in late 2009.69

Such a circle’s strongly held shared mindsets, even ideology, help them stick together and persist. They have unique expertise, they believe, and are licensed to use it. The Summers-Rubin set preached that containing inflation would be good for Wall Street and everyone, and that if Wall Street went gangbusters, so would America and the world. Even before Obama was sworn in, economist Robert Kuttner observed about the number of Rubin acolytes advising him: “What worries me is there is not one person in the senior group who is the outsider to this club. . . . Where is the diversity of opinion in this economic team?”70

It is not just a matter of group-think or of people from the same orientation or intellectual and experiential milieu gathering together. A network’s ability to implement policy rests on much more: often, loyalty to it trumps formal practices, testing accountability to the public institution on whose behalf its members supposedly work and to us, the public. Shadow elites circumvent or informalize, actively excluding those officials who should be at the deciders’ table were their job descriptions the determinant.

Consider Rubin and Summers in the Clinton administration. Rubin’s history (his company, Goldman Sachs, perhaps Wall Street’s most elite firm, had long donated more to Democratic candidates than Republican) fit nicely with Clinton, who wanted to put an end to the tax-and-spend liberal cliché in favor of a new kind of Democrat: fiscally conservative, and supportive of both business and the “free market.”71 Rubin and his deputy, Summers, surrounded themselves with fellow believers on Wall Street, as well as at the Federal Reserve, the Securities and Exchange Commission, think tanks, and economics departments at America’s top universities. They were lionized by the old media, and the newly emergent TV business news outlets such as CNBC were their cheerleaders, complete with pom-poms.

Outsiders who tried to puncture the Rubin-Summers bubble found themselves shut out. Recall, for instance, the story of Brooksley Born, head of the Commodity Futures Trading Commission, who took on Summers, Rubin, Greenspan, and Levitt.72 While excluding outsiders to the circle when standard practice would have included them, shadow elites work closely with others (such as bankers in this case) in their close-knit network—who are not, officially, their colleagues—to achieve their agendas. Witness how Rubin and Summers behaved toward Born: at one 1998 meeting, Rubin, according to a participant, famously said to Born: “You’re not going to do anything [to regulate], right?”73 Around the same time, Summers reportedly called Born and yelled: “I have 13 bankers in my office and they say if you go forward with this you will cause the worst financial crisis since World War II.”74 The very players Born wanted to regulate apparently had the deputy and soon-to-be Treasury Secretary (Summers) on speed-dial.

Fast-forward to the next decade and the Obama administration and we see the same MO—the exclusion of should-be included officials and the inclusion of individuals from the network. Take, for instance, Treasury Secretary Geithner. He tried to cut out Sheila Bair, who chaired the Federal Deposit Insurance Corporation (FDIC), whose mission is to safeguard depositors’ accounts.75 After she publicly dissented from Geithner’s handling of Citigroup’s bailout in 2008, the FDIC was confronted with a proposal that would shut the agency out of regulating banks that were deemed to pose a “systemic risk.” That power, Geithner’s Treasury suggested, should rest with the Federal Reserve. The New Yorker described it as relegating the FDIC to the role of “sidekick.”76 Bair left government in 2011 and wrote a memoir that accuses Geithner of being too close to Citigroup during the bailout.77 As she said in a 2012 interview, “My sense was the market needed to have some accountability. The government came in and took all the risk . . . [and] no one learned a lesson.”78

Geithner apparently even ignored President Obama, who, like Bair, had asked him to consider breaking up Citigroup, according to journalist Ron Suskind’s book Confidence Men. Geithner was dead set against the idea and followed his own agenda promoting the interests of top banks rather than his boss’s wishes. Suskind calls Geithner’s action a “fireable offense.”79 (Geithner, who has released his own account of the era, Stress Test, takes aim at the recommendations of Bair, as well as of Brooksley Born.80) Did his allegiance to Wall Street trump even his allegiance to Obama?81

Where do the loyalties of players like Geithner, Summers, and Rubin lie? Of course, they and their network fiercely argue that their ideas are good for the entire economy, while flouting both the competition of business and the accountability of government. They insist that their intentions are always the best. Yet with their feet so firmly planted in their own powerful network, it is reasonable to ask to what extent their interests converge with ours.

Another notable characteristic of shadow elites is that they “fail up.” Summers’s career epitomizes that principle, one that depends on flexian ways and means and on being part of a powerful trust-based network. One might think that with his track record both in government and as president of Harvard,82 Summers would have been the last person under consideration in July 2013 as it emerged that he was a leading candidate to become chairman of the Federal Reserve, the single most powerful position in global finance. While he eventually withdrew his name from consideration amid criticism from a number of quarters, he was apparently within a hair’s breadth of being named to the post by President Obama.

While failing up, members of shadow-elite networks also rewrite history. Rubin, after the fact, has tried to fudge the story of his opposition to derivatives regulation.83 Summers is just as brazen, if not more so. He said in a speech that he wasn’t convinced that financial “innovation” had caused the crisis, a convenient narrative if ever there was one.84 (And a bit hard to square with what he’d said the previous year on PBS when asked if he had any responsibility for the crash. He contended that credit default swaps were “the center of the issue now,” and this financial innovation “barely existed [during his tenure at Treasury].”)85 Interestingly, in that same interview, he used the words “mistakes,” “error,” or “failure” five times, pointing not at himself but squarely at Wall Street and corporate America.86

Given Rubin’s and Summers’s roles in helping foment economic crisis, their accounts of history are at best a radically incomplete telling of their roles and, at worst, deceptive in their revisionism. As the likes of Rubin and Summers fail up and cover up, meanwhile, we’re the ones who feel the repercussions of the economic crisis. That is not all: while touting the virtues of the “free market,” their set has helped facilitate exactly the opposite, markets that are intermeshed with the power and billions of the state. Much has been made of the failure of the “free market” in the financial calamity of the past few years, but what is free about a market that has been “regulated” by executives, insiders and lobbyists, not to mention shadow lobbyists and shadow elites? It is set up not just to vastly enrich insiders, but also to protect them from the consequences of failure that a true free market would demand. Within this closed culture, the ideals of the free market are espoused in repeated performances by insiders—but not upheld. This disconnect between how the system purports to work and how it actually does is stark—and reminiscent of communism.

And the public, once again, is left with little to trust.

THE LOCOMOTIVES: WITHHOLDING INFORMATION

A phenomenon like systemic decline in accountability may be easier to see on a much smaller canvas than the United States. Looking across the Atlantic, we encounter a similar shadow-elite network, dubbed the Locomotives, who brought Iceland’s economy to its knees as the economic crisis was unfolding in 2008. With the largest banking collapse in history relative to the size of a country’s economy, Iceland’s leaders brought about sustained devastation from which the country is still reeling.87 The group had its origins in the early 1970s, when students at the University of Iceland took control of a journal called The Locomotive. These young “free market” ideologues were attempting to bust the stranglehold that the country’s traditional family-based elite—known as the Octopus—had over life and advancement in the country. Over the next few decades, they would succeed in pushing Iceland down a reform path of deregulation and privatization (dubbed by some “neoliberalism”), that the United States under Ronald Reagan and the United Kingdom under Margaret Thatcher also were traversing.88 But the so-called Locomotive Group’s free-market fervor would lead Iceland to ruin. Ironically, but perhaps not surprisingly, the new interlocking, corrupt elite with a tight grip on power—that is, the network that they created—turned out to resemble the Octopus that they had infiltrated.

How did this happen?

David Oddsson and Geir Haarde, two of the original Locomotives, are key members of this group. Oddsson became prime minister of Iceland in 1991 and stayed in office until 2004, when the job went to his protégé Haarde, who had served as finance minister. During this time, fellow Locomotives fanned out across spheres of influence in business, law, academia, and the media, promoting the philosophies of Reagan and Thatcher. Oddsson, far from retiring in 2004, reappeared soon after stepping down—this time as head of the central bank. Oddsson and Haarde’s friend Hannes Hólmsteinn Gissurarson, described as the “leading ideologist of Icelandic neoliberalism” by a scholar at the University of Iceland, was a ubiquitous voice in Icelandic media there to support them as well as their compatriots in business, law, and other spheres of influence.89

The Locomotives made sure that they and their allies occupied key roles in official and private venues that were essential to achieving the network’s goals. During the Oddsson era, the Locomotives privatized the publicly owned industries, with themselves and their allies in crucial institutions, such as banks, and as prime beneficiaries. There were, of course, also spillover effects. As the banks exploded in size, Iceland took on a boom feel and moved from a fishing to a banking economy.90 These policies of deregulation and privatization encouraged an incestuous intertwining of state and private power that is the essence of shadow-elite strength. On leaving office, cabinet ministers maintained the network’s influence by taking on directorships and consultancies. As journalist Roger Boyes, who wrote a book on the subject, explains: “The state was divesting some of its economic power, through deregulation and privatization, yet it wanted to retain influence. How did it do so? Through networks that ensured the placement of like-minded people in the economic engine room.”91

The Locomotives and their allies were effective in large part because they exerted control over information and its interpretation. Often that meant withholding crucial data from the public. With vital information in their exclusive hands, shadow elites can fashion it for public consumption and thereby control the message so the public doesn’t know, literally, what it is missing. Until faced with the consequences, that is.

Claiming that their own central bank and commercial banks conducted superior research, in 2002 Oddsson shut down the government’s National Economic Institute, known for its independent analysis, when it started to question Iceland’s stability.92 A chorus of independent scholars pushed another government agency, Statistics Iceland, to publish a more accurate calculation of the country’s skyrocketing income inequality, according to two scholars who studied the case, Robert Wade and Silla Sigurgeirsdóttir. The agency continually dragged its feet. One last hope might have been an economics institute at the University of Iceland, but it was pushed to self-fund.93 That meant that it sometimes became more of a researcher-for-hire; the wider-perspective papers that might have shown severe cracks in Iceland’s economy went unwritten.

What did get written? One paper in 2006 was called “Financial Stability in Iceland,” which prominent American economist Frederic Mishkin was paid $135,000 by the Icelandic Chamber of Commerce to co-author. (The fact that he was paid does not appear in the report, but rather in a 2007 disclosure after he joined the Federal Reserve as a governor. It’s worth noting that he lists various other countries in which he also had lucrative consulting deals.)94 The Chamber of Commerce also enlisted British economist Richard Portes. That body received a similarly positive assessment in 2007; he earned a reported £58,000.95

The shadow-elite MO suited the Locomotives perfectly. For a while, the Icelandic engine roared; but when it finally began sputtering in the mid to late 2000s, the Locomotives and their allies worked to suppress various outlets of independent economic research that ran counter to their narrative. Scholars Wade and Sigurgeirsdóttir explain that “[They] undertook an extreme ‘privatization’ of information, relying primarily on the research departments of the banks themselves for analysis of the economy and its prospects.”96

When shadow elites get into trouble, they respond by switching positions with others in their network and enforcing an even tighter grip on information. Iceland’s Oddsson and Haarde (and others) shifted ministerships with ease. At a lower level, the young economic talent made frictionless and lucrative moves from official to private venues: according to Wade and Sigurgeirsdóttir, “People joined the Central Bank or the FME [the government agency charged with overseeing the financial industry] with the aim of learning enough to cross the street [to join private banks] and double their salaries.”97

The Locomotives kept the information and the decisionmaking to themselves. As worldwide economic collapse loomed larger, in October 2008, the Iceland Central Bank, led by Oddsson, decided to peg its currency, the króna, to the Euro, in a last-ditch attempt to prop it up even though Iceland at that point didn’t remotely have the means to justify that artificially, fictitiously high rate. World markets caught on fast. In fact, one commentator described it as “probably . . . the shortest peg in history.” The currency collapsed within hours.98

According to the two scholars, Oddsson consulted not even the central bank’s chief economist, but rather his friend and protégé Haarde. This was much like the Summers-Rubin circle excluding the much-needed input of Brooksley Born and Sheila Bair.

With shadow elites, different rules apply to insiders and outsiders. Even though pegging the króna was short-lived, those insiders in the know would have had the opportunity to exchange their fast-depreciating currencies for stronger ones.99 Outsiders, on the other hand, were left to suffer the consequences.

The resulting financial collapse outraged Icelanders, and Geir Haarde was their first and only major leader to face indictment for wrongdoing. But in the shadow-elite spirit, Haarde’s “punishment” was a virtual slap on the wrist. Meanwhile, Oddsson installed himself in a media role that allowed him to brand the crisis—and deflect responsibility. That was possible because “Iceland’s media has long been dominated by its financial elite,” notes the Telegraph.100 By September 2009, with the crisis still in full swing, Oddsson was a top editor at the leading Reykjavik daily, whence he orchestrated coverage of it. “It was roughly the equivalent,” as Wade and Sigurgeirsdóttir recapped the words of one commentator, “of appointing Nixon editor of the Washington Post during Watergate.”101

Could the law offer any accountability? It’s difficult to prosecute activities that are legal. A special prosecutor brought in to look at these activities described facing suspects who “are not aware of when they crossed the line” and “defend their actions every step of the way.”102 Part of the difficulty in prosecuting bankers, he said, is that the law is often unclear on what constitutes a criminal offense in high finance. “Greed is not a crime,” he noted. “But the question is: where does greed lead?” The prosecutor said it was often easy to show that bankers had violated their own internal rules for lending and other activities; but, “as in all cases involving theft or fraud, the most difficult thing is proving intent.”103

By populating key posts and switching roles to cover their actions, containing information, and dissolving independent parts of government and the media, the Locomotives and their allies reveled in deniability. They steeped themselves in unaccountability and violation of the public trust.104

RESURRECTING SHAME

What is inherently wrong with the overlapping roles and incestuousness that are the MO of shadow elites and some of their kin? After all, such roles and networks can make a community like the one I grew up in vibrant and strong—and help explain why it can be, at one and the same time, insular and highly engaged with the world. This structure supports mobilization, whether for a community festival at home or relief efforts abroad. That is at least in part because firsthand information and interdependencies are mainstays of community life.

There is nothing inherently wrong with that. In my home community, there is a lot of (sometimes too much!) transparency. Here’s the difference: as in any small community, when an acquaintance approaches you at a funeral expressing condolences at a relative’s passing and you’ve already heard that the acquaintance sells life insurance on the side, you can discern his agenda pretty quickly—and make a decision to smile and nod or turn away. He may be all about maneuvering you somewhere else. But with shadow elites or shadow lobbyists, we don’t know when or to what end we’re being maneuvered. Simply put, the information system is woefully inadequate.

On a small scale, such interdependency of roles and relationships can be beneficial. But when applied to today’s top power brokers, the model can lead to the violation of the public trust. Whereas in a small community it’s easy to ferret out hidden agendas and to know whose word counts for what, no such system is available to the public when it comes to the players here described. They rely on the same kind of firsthand information exchange, but they guard it closely and block its release to the public. We are left without reliable means of knowing what shadow elites and shadow lobbyists are up to—be it their overlapping roles, dense relationships, or undisclosed sponsors and agendas—which would, of course, be the basis for our ability to make informed judgments.

The damage that shadow elites and shadow lobbyists can do is not just in their lack of transparency and the policies they put in place: the effects of their practices are wide-ranging and long-term. Inequality is a huge case in point: these players have been the virtual progenitors of wide disparities in income and wealth that also have helped them continue to receive excessive rewards, while the “99 percent” suffer real-world trauma.

Can these power brokers be curbed? If so, how?

Sadly, they face few institutional roadblocks as they leapfrog rules and borders. As we shall see in more detail in Chapter 5, focused on the media, one venue for checks and balances has been hobbled: journalism overall and investigative journalism in particular.

Is there anything we, the public, can do? For one thing, we can help resurrect shame. It used to be that players in need of reprimand could be more easily sanctioned by society for violating its trust. Today, shame seems to be an alien concept, especially to those who most need to feel it. But we do not have to accept the camouflage of track records à la Robert Rubin or Lawrence Summers.

In fact, the public is capable of being stirred. It appears that we may be starting to wise up to the shenanigans of these players. When the hue and cry over Summers’s likely appointment as chair of the Federal Reserve got the attention of the media, those in power finally took note. That Summers withdrew his name highlights the critical importance of calling out the new corruption at every possible turn.

Perhaps this is a hopeful sign. If so, the public is ahead of the “anti-corruption industry.” That enterprise, while targeting corruption around the world for two decades, and while drawing attention to the problem, may have actually made it more difficult to discern the new corruption.

Let’s take a look at that industry.


CHAPTER 4

High Priests and the 
Gospel of Anti-Corruption

The date was February 1999. The venue, a glitzy Washington hotel within spitting distance of the White House. The “Washington Conference on Corruption,” organized by an array of U.S. and international agencies and associations to “explore the private sector’s part in the war on corruption and to discuss strategies for the future,” was billed as “the first of its kind.”1 A keynote speaker at the opening session: the Honorable Robert Rubin, Secretary of the U.S. Treasury and past co-chairman of Goldman Sachs. Just a week earlier, he and his deputy secretary, Larry Summers, along with Federal Reserve Chairman Alan Greenspan, were mugging triumphantly on the cover of Time magazine, hailed as the “Committee to Save the World.”2 At the conference, Rubin would lend his heft to one saving-the-world project: “anti-corruption in developing countries and emerging economies.” He would be joined in this endeavor by “some of the world’s foremost experts in the fight against corruption.”

The cause had become “hot.”3 So much so that a busy Treasury Secretary, an anointed High Priest of high finance, would make time to dispense his wisdom to the 150 or so participants. According to the organizers, corruption is largely a matter of “crony capitalism, lack of transparency, [and] bribery.” The conference’s aims were not only to examine the role of the private sector in fighting corruption in poor and emerging economies, but to “generate a private sector action plan geared toward the 21st Century.”4 Adherents would help spread the gospel of enlightened capitalism. After all, what was good for business was good for the world.

The lineup, with stars like Rubin, as well as George Soros, the billionaire currency trader/philanthropist, was certain to attract an exclusive group of leaders in business, government, multilateral trade associations, and international development. Think power networking in the elevator and over coffee and lunch. The world’s top business lobbies—such as the International Chamber of Commerce (ICC)—as well as the accounting and consulting giants PricewaterhouseCoopers and Deloitte & Touche were listed on the program, along with heavyweights from the United Nations, the Organization for Economic Cooperation and Development (OECD), and top government officials from the countries under discussion.

And who wouldn’t want to join the party? Business, finance, and economics were riding high. Despite some market tremors overseas, the U.S. economy was roaring at full blast. Dot-com IPOs were all the rage, the coming crash not quite yet in sight, and Enron was making headlines as an audacious innovator, not yet revealed as the giant fraud that it had become.5 Unemployment that month was a low 4.4 percent and would head even lower as the year went on.6 Remarkably, inflation was staggeringly low as well.7 Regulations on Wall Street were about to loosen up, and why not? Stock prices were spiraling ever upwards. Wall Street was going like gangbusters, so the conventional wisdom was that they could best police themselves.

In this heady atmosphere, the conference participants and their brethren in the business and investment community could crack the problem of corruption rearing its head in Africa, Latin America, Asia, and the former Soviet Union and Eastern Bloc; do good; and make these countries “out there” more hospitable to investment at the same time. The new corruption, the potentially much more harmful kind, did not even enter their thinking, even though Washington insiderism (as exemplified by the “Committee to Save the World”) and Wall Street malfeasance were already thriving, only to reach their calamitous peak in 2008. In the Western mind of 1999, “crony capitalism” applied only to certain Asian countries (following the financial crisis that had swept the region beginning two years earlier) and perhaps some post-Soviet ones.

There were facts and indices to back this up. Some of the world’s most publicly engaged economists, including at least one featured on the conference program, had devised metrics to make sense of corruption in terms of a single number or score. By 1999, Transparency International (TI), a nongovernmental organization created to “combat” corruption, one of the conference’s “partner” organizations funded substantially by corporate donors, was in its fifth year of publicizing its Corruption Perceptions Index. That annual list measures corruption in countries around the world, as perceived by experts and business leaders.8 In 1999, a typical year, Scandinavian and Western European countries ranked the highest, meaning the most “clean,” with the United States not far behind. Economies like Indonesia, Nigeria, and Cameroon were at or close to the bottom.9

The Corruption Perceptions Index and a few other user-friendly ranking systems had been focusing public attention on corruption. Strange bedfellows—“driven activists, pressured institutions, and hard-nosed businessmen”—were coming together in a worldwide effort to put the issue on the public-policy map, as Steven Sampson, an anthropologist who both studies and consults on anti-corruption efforts around the globe, put it.10 Anti-corruption programs were appearing as line items in the budgets of Western governments and multinational organizations. NGOs were setting up shop and foundations were joining the action. In fact, what has been called the “anti-corruption industry” was in full swing. The industry’s “knowledge, people, money, and symbols” were showcased at the conference.11 And the conference fee ($500 for advance registration and $650 for walk-ins—in today’s dollars about $700 and $910, respectively) spoke volumes.

At the time of the conference, the anti-corruption agenda, its private-sector sponsors, and “free market” economics were in ascendancy. TI’s corporate sponsors in this era included AIG, Arthur Andersen, Bank of America, Bechtel, Boeing, Bristol-Myers Squibb, Coopers & Lybrand (and, later, PriceWaterhouseCoopers), Deloitte & Touche, Enron Corporation, Exxon, Ford, General Electric Company, General Motors, IBM, KPMG, Lockheed Martin, Merck, Motorola, Raytheon, Shell, Texaco, Pfizer Pharmaceuticals, and Westinghouse.12 Corporations, of course, don’t sponsor efforts for nothing. Companies seeking access to new markets specifically, and eager to spread capitalism generally, could do both while looking like good corporate citizens in “combatting” the menace of corruption. Economists had reached a pinnacle of power, prestige, and pride, and several of them leading the anti-corruption charge were listed as speakers. All were bent on spreading the private-sector gospel—privatization and liberalization—using economic models that looked great on paper, even when they did not work out so well in the real world. At the same time, other economists, preaching the same sermon, were serving as handmaidens in the West for investment banks, regulatory institutions, and credit-rating agencies as these institutions engaged in some of the boldest violations of the public trust in history.

While turning a blind eye to ethically challenged activities in their own ranks, economists essentially dictated what corruption is. Their way of thinking was constructed to deal with what is now characterized as “need” corruption, which “builds on coercion and extortion,” as two political analysts have defined it. There was little room for “greed” corruption, in which actors collude to advance their own agendas and which is more difficult to see.13

Moreover, the flawed analytic tools the economists crafted and sold us served to shove accountability under the rug. Their faulty metrics would point the finger in the opposite direction from themselves. Thus the First World banker trading in exotic derivatives and betting against his own clients would get a pass, with economists’ political influence helping keep regulations at bay and thereby sanctioning the lack of sanction against these practices. Meanwhile, the mid- or low-level Nigerian or Ukrainian bureaucrat earning many times less than his Western counterpart is disparaged for taking bribes that feed his family. The new corruption right under the economists’ noses—the bad actors soon to help unravel the world economy—was ignored. Their actions were often even embraced as financial “innovation.” And many of them were welcomed, some quite literally so, into the halls of power in Washington.

However unaware of their blinders and however well-intentioned many of the economists and their acolytes might have been, this narrow view of corruption offered the perfect intellectual cover. And with corruption defined down, First-Worlders could feel good about their countries’ favorable scores on corruption indices.

It would be another decade before the seeds of unaccountability sown by the likes of the Committee to Save the World would undeniably blossom in the West. But blossom they would, and bear bountiful and continuous bitter fruit for the world to swallow. Through it all, the new corruption flourished.

THE HIGH PRIESTS

Central bank leaders, predominantly economists, have been likened to Old Testament prophets and medieval priests for their near-unquestioned infallibility and power.14 Still, boring, nerdy economists may not have seemed like good candidates for making corruption hot. But indeed they did. Economists plied their trade, the public-policy equivalent of sex toys: media-friendly numbers and headline-making ranking systems. They also bandied metaphors—yes, metaphors—which routinely seduce our unsuspecting selves and which are widespread in economics more generally. The metaphors encapsulated their theories and made them accessible. With the exception of the isolated scandal, corruption had pretty much just sat on the shelves of social scientists.15 But now, these innovations were attracting attention to the topic and giving corruption a seat at the public-policy table.

Ranking schemes, notably TI’s Corruption Perceptions Index, were the divining rods of the High Priests and a communications bonanza. The CPI was, in the words of the organization, “one of TI’s most important tools in raising awareness for the problem of international corruption.”16 Indeed, as TI reported: “The 1996 Index generated headlines literally around the world. In Berlin we were besieged with telephone calls, in one day responding to interview requests from about thirty radio stations in four languages. Several of these were from international radio services.”17

The CPI was easy to grasp. Johann Graf Lambsdorff, a German economist, had created this grading system. Executed, seemingly with military precision, through one simple number, in one fell swoop, it revealed who’s most corrupt, who’s least, who’s somewhere in the middle—and who has moved up or down since last year. Just one number released each year, in the same vein as the monthly figures that track the rate of inflation or the number of jobs lost each month or the level of unemployment, would mark a country for the coming year and beyond.

Metrics made corruption easily digestible for busy reporters without the need to investigate a specific case or news story. A regularly updated, soundbite-ready ranking is, in the words of a TV business news producer during the 1990s, “an easy hook” for a simple story without much context.18 Ivan Krastev, a Bulgarian-based political scientist who observed the anti-corruption industry as it revved up, argues that corruption-ranking indices generated essential momentum.19 To amass resources and build a continuous cycle of mobilization, the movement had to attract the media. It had to create buzz and keep that buzz going. The annual CPI releases did just that. High-powered, attention-grabbing conferences also helped. Within a few years, policy circles spanning international financial institutions, Western governments, big business, NGOs, and Third World elites embraced the anti-corruption cause.

The High Priests were steeped in a theory that guided a lot of public-policy thinking and would skew understanding of corruption and how to curb it. The principal-agent theory, as it’s called, is simple: there are two parties. One party (the principal) employs another party (the agent) to do a job for him. Let’s say that the principal is a government and the agent is a bureaucrat. The agent is supposed to be working for the government and not in his own interest. If he thinks he can do better for himself by taking a bribe rather than working “clean” for the government, then, the theory goes, he’ll take the bribe. As economist and corruption scholar Robert Klitgaard explains, “An agent will be corrupt when in her judgment her likely beneﬁts from doing so outweigh the likely costs.”20 The challenge for the principal, then, is to devise incentives to ensure that she (the agent) will act in the best interest of her principal. This is the essence of the principal-agent theory in terms of corruption.21 It forms the High Priests’ scripture on corruption and underpins many anti-corruption efforts.22

The public and the media didn’t need to quite grasp the theory, because the High Priests—like anyone else, including me, trying to get a point across—explained it to their supplicants using metaphors. While policymakers routinely spoke of “combatting” corruption (a military metaphor), the High Priests are fond of medical metaphors. Thus corruption is an “illness” or a “disease [with] many . . . strains and mutations,” as economist Klitgaard declared.23 “Pathologies in the principal/agency relation are at the heart of the corrupt transaction [emphasis added],” as another economist, Susan Rose-Ackerman, wrote.24 Such dramatic metaphors command our attention and are catnip to quote-hungry media outlets—ever more so in an age of 24/7 news cycles and multitasking attention deficits. They prod us to action: with failures of the system (like parts of the human body) being disorders that require redress, and corruption a disease, it follows that “skillful surgeons” can excise it, as Klitgaard claimed.25 The economists, of course, signed up for the role of surgeon.

The High Priests were accustomed to this role. Since mid-century, economists had dominated the world’s financial institutions such as the International Monetary Fund, the World Bank, and the OECD. Eminent players routinely bounced between the ivory tower and, say, the Federal Reserve or the U.S. Treasury.

The economists assumed even more power in the 1990s, after the “end of history” and with the “new world order” brought about by the collapse of the Soviet Union, as President George H. W. Bush declared.26 In the exhilarating days of America’s having “won” the Cold War, the icons of American capitalism and their true believers were on top of the world. Economists and Wall Street pundits gained outsized visibility and influence outside the ivory tower. The new cable-TV business channels offered them an outlet to promote their ideas, and they were gobbled up as gold. Economists of high repute, such as the late Nobel Laureate Gary Becker, whose musings on corruption had heretofore been confined to academic journals, now expounded on the issue in publications like Business Week.27 American-style capitalism lifted all boats. It was thoroughly embosomed not just by its usual sponsors—Republicans—but now by Democrats too. With America and its economy riding so high, and American hubris and can-do-ism at full throttle, economists became even more godlike.

The High-Priest economists were armed with the answers—liberalization and privatization—and renegades were swiftly sidelined. Economists and the then–Big Six accounting firms had been designated the prime arbiters of change, charged as they were with the once-in-a-lifetime mission of turning the formerly communist Soviet and Eastern Bloc region into capitalist states as the Cold War was winding down.28 That was the very region where signature anti-corruption programs were launched just a few years later.

Thus economists also became the High Priests of anti-corruption, not simply of economics, finance, and business. By the mid-1990s, corruption overseas was making headlines and entering public consciousness in the United States and much of the West.29 Wide swaths of the globe, including many barely governed spaces cut from the ruins of the Cold War, were now the playgrounds of “mafias” or elites, both homegrown and not, bent on extracting resources. With the U.S.-versus-the-U.S.S.R. meme now relegated to the history books, we looked for other ways to understand the “new world.” For many in the West, certain place names were brand-new—from the “stans” like Kazakhstan, to Georgia and Azerbaijan, to Croatia, Bosnia, Serbia, and other states of the former Yugoslavia. Corruption helped fill the void of understanding left by the bygone battle of the two superpowers. A 1997 editorial in the Wall Street Journal Europe touting the work of TI spoke of “the global corruption hydra” as an especially “frustrating” target, “as enemies go.”30 Corruption helped frame our narrative of the new world, popping up in casual and cocktail conversation. It was a theme on which a winning doctoral thesis could be written and one that could launch a lucrative career as a consultant. And big business could wrap itself in the moral mantle of anti-corruption while, at the same time, easing entrée into new markets.

It was in this context that the anti-corruption industry led by the high-priest economists gathered such force.

INSTITUTIONAL ACCESSORIES

A brief detour to the geopolitics of the Cold War is required to make sense of how corruption (and anti-corruption) came to the fore. During that era, the West needed—and bought, through foreign aid—the loyalties of Third World dictators. These included such figures as Mobutu Sese Seko in what was then called Zaire, Ferdinand Marcos in the Philippines, Haile Selassie in Ethiopia, and Mohammed Zia Ul-Haq in Pakistan. Such tyrants often sported Swiss bank accounts (where they stashed some of their countries’ aid-supplied GDP), chateaus on the French Riviera, and their own private jets to get there.

Meanwhile, in the ivory towers of the First World, scholars, notably economists and political scientists, were trying to make sense of the Third World.31 Of course, the First World and the Second (the Soviet Union and its satellites) were already demarcated. Then there was the Third World, a notion that crystallized with the Cold War.32 Economists, steeped in that notion (along with most everyone else), helped define the field of international economic development, while political scientists theorized about modernization (in short, an evolutionary view of a state’s transition from “traditional” to “modern” society). Problems of corruption would figure in both disciplines.33 At the time, scholars from both fields generally shared the view that corrupt behavior, as the Harvard political scientist Joseph S. Nye put it, “is likely to be more prominent in less developed countries because of a variety of conditions involved in their underdevelopment.”34 And twenty years later, economist Robert Klitgaard would similarly assess that “corruption is one of the foremost problems in the developing world.”35

But is corruption good, or bad? That was the subject of debate. Some analysts postulated that corruption actually facilitated economic development.36 Nye employed cost-benefit analysis to sort out whether corruption is beneficial or harmful.37 He concluded that, with certain exceptions, “The costs of corruption . . . will exceed its benefits.”38

Still, that cost would be way down the road and, meanwhile, the struggle for world domination between the two superpowers took center stage.

The Cold War came to a close. And, with it, so did the blanket tolerance for bald-faced corruption. Large-scale ripoff of aid, now more visible, became harder for Western taxpayers to swallow.39 Dictators whom the West had valued for their anticommunist backing became less useful. “When their rule ended, they were then presented to the public as greedy, evil kleptocrats,” as one observer put it. “These ‘revelations’ converged to feed the anticorruption cause.”40 Now the West could wash its hands of such leaders without risking the loss of essential allies. It could confront corruption.

In this climate, two organizations, both dominated by economists, breathed life into the anti-corruption cause: Transparency International, of CPI fame, based in Berlin; and the World Bank, the foremost global development agency, headquartered in Washington, D.C. With the largest presence in these institutions, economists poised themselves to draw attention to the issue of corruption, define the approach to it, and sponsor anti-corruption efforts worldwide.

If the anti-corruption effort was like “combat,” the World Bank would supply the heavy artillery (read: resources), reconnaissance officials (read: diagnostic studies), and the boots on the ground (read: anti-corruption initiatives and training). The Bank’s head would be the commander-in-chief. In 1996, Bank president James Wolfensohn issued the call to arms to “fight” corruption.41 In a speech that has been routinely characterized as “seminal” and “landmark,” he decried the “cancer of corruption” at the World Bank–International Monetary Fund annual meeting. That talk is even credited with mobilizing an international anti-corruption agenda.

With the Bank providing direction and resources, not only for action but also for research, economists were the best positioned to build a new body of corruption scholarship and to propel their discipline’s frameworks into the corruption fight.42 Both the most influential corruption scholars and the intellectual godfathers of anti-corruption were economists, and many of them were associated with the Bank.43 Bank-sponsored economists were prime movers in shaping how corruption was conceptualized and studied, honing the theory to support it, and prescribing solutions.

A close partner in this mobilization was TI. Peter Eigen, a German economist who had co-founded TI in 1993, was a former World Bank official. Other TI movers and shakers had also made careers at the Bank.44 Eigen and his co-creators were concerned about the corruption they had witnessed in Third World capitals. An equal, if not greater, concern was that American multinational companies were unfairly disadvantaged abroad by the 1977 U.S. Foreign Corrupt Practices Act, as some commentators contended, given that their competitors were not subject to prohibitions against bribing foreign officials embodied in the law.45 In 1997, Eigen pronounced: “A large share of the corruption [in developing countries] is the explicit product of multinational corporations, headquartered in leading industrialised countries, using massive bribery and kick-backs to buy contracts in the developing world and the countries in transition.” As I noted earlier, TI was (and continues to be) substantially supported by big business.46 When confronting corruption turned into a public-policy imperative, TI’s mission and targets evolved. All the while, it pursued a “full and productive partnership” with the Bank, in the words of TI’s 1999 annual report.47

With the help of “a globalised elite discourse,” as anthropologist Sampson describes it, anti-corruption efforts became institutionalized, as movements typically do if they last. And so it came to pass that a standardized “series of policies, regulations, initiatives, conventions, training courses, monitoring activities, and programs to enhance integrity and improve public administration” spread throughout the globe. This “elite discourse” is critical to the continued success of the industry.48

The High-Priest economists became the anointed arbiters of anti-corruption. The question was not so much what corruption was (more often than not, it was in the realm of “need” corruption), but where resources would be targeted and how an agenda would be put into action. The answers to all these questions would set up the disconnect between the anti-corruption enterprise on the one hand, and the new corruption and unaccountability that was gathering on the horizon on the other.

In the mid to late 1990s, I was a well-placed witness to see firsthand how these all-important questions would be answered, from Warsaw to Washington. As an anthropologist, I had lived and studied and was intermittently based in eastern Europe, where the World Bank debuted its first anti-corruption programs and where TI set up local chapters. I had witnessed Western aid advisers on the ground just a few years earlier—in the late 1980s and the early to mid 1990s—and observed both Collision and Collusion (the title of my book on the subject), as the West sent foreign aid and advisers to the region.49 Now anti-corruption was joining that agenda. The same lineup of aid and development bodies, from the World Bank to Western aid agencies and governments, was pursuing anti-corruption efforts in the late 1990s in many of those same countries and more. As resources were earmarked and demand for expertise on the subject grew, a slew of Western and local consultants cropped up and were put on the case. The anti-corruption industry shifted into high gear.

Indeed, corruption was an issue in the region—from the physician accepting an under-the-table payment from a patient en route to the operating room (the “gift” was now often cash, unlike in communist times) to the informal “clans” that coalesced—as communism crumbled—to control the economy, energy, and natural resources. The breakdown of authoritarian command systems with nothing comparable to replace them had put up for grabs many spoils of (communist) state-owned industries and riches. In short, opportunities for corruption of all kinds abounded—and much of it.

In the late 1990s, I joined the ranks of scholars who did stints as corruption consultants for the World Bank. In addition to participating in a Bank-sponsored assessment of corruption in a particular eastern European country, I helped develop ideas for identifying potential entry points for anti-corruption initiatives for the region. Some Bank officials working on the ground there, I found, were very astute and attuned to local realities.50 While well aware of, say, the newspaper editor-in-chief who tripled as a member of parliament and a political leader, the more typical focus of potential action seemed to be a low-paid customs official or a bureaucrat open to payments from businessmen in exchange for permits. Of course, the choice of focus is a delicate dance for the World Bank, which deals with governments, depends on their cooperation, and cannot willy-nilly pick at ruling elites without some governmental buy-in. Yet it was hard not to wince with irony when a Bank official, no doubt earning a robust six-figure salary, inquired about the possibility of moving customs officers around a country from border crossing to border crossing. That way, officers taking bribes to feed their families on otherwise paltry salaries could not collude with smugglers and border-crossers with whom they had become acquainted. And, of course, there I was myself, earning a reasonable consultant’s fee yet struggling to come up with anti-corruption prescriptions in an environment where, among local people, the subject was scarcely broached in polite company.

Later, at the tail end of the 1990s and in the early 2000s, I was based in Washington, where government agencies, from the U.S. Treasury to the U.S. Department of Justice, embarked on international anti-corruption programs. I secured a perch in the Justice Department as a research fellow.

For me, the irony never quite abated. Fighting corruption came with unimpeachable motives—much like, say, the war on cancer or providing aid to needy children. But such areas are invariably difficult to assess clear-headedly. Often, the urgency and reality of need dwarfs unblinkered analysis of where the funds actually go, how and by whom they will be used, and the immediate and long-term impact—never straightforward—of that use.

Consider, for instance, my time at Justice as a member of a U.S.-Ukrainian working group. Part of our job was to select, for U.S. funding, research projects on organized crime and corruption to be conducted by Ukrainian scholars. Supporting good research is a good idea. But nearly all the people with access to the necessary information and contacts to apply for the funding belonged to one insider group or another, almost by definition. In my on-the-ground look at foreign aid to the region, I had seen how even tiny funds (by Western standards) entrusted to a few individuals in a resource-poor environment to, say, promote civil society or democracy, often entrenched the influence of those individuals and their close-knit circle, lending them further power and influence. In this case, the money might indeed support worthwhile research; it might also reinforce existing hierarchies.

And what of our financing research on the trafficking of women (often for prostitution) while we stayed in the best Ukrainian hotels? Did not our presence, and that of many delegations like ours, help to create the demand for the heavily made-up, hot-pants-and-stiletto-clad young ladies milling around the lobby in the dead of winter?

It was easy to call out—though not so simple to stop—traffickers involved in the enslavement of women, a problem the media loved to cover because it had a certain sensational appeal. It was easy to focus on mid- and small-fry customs officers. And yet, all the while, some of the most valuable resources on earth were being acquired in the least capitalistic, least democratic fashion—by insiders—sometimes not only with the High Priests’ blessings but even with the practical help of those within their profession. The more insidious, less visible, corruption was being obscured.

THE ANTI-CORRUPTION CREED

Ideas and ideology drove, and drive, anti-corruption efforts, just as they might any such mobilization. In this case, though, the evangelizers were the High Priests and they had the holy grail. “Ethics” was scarcely in the lexicon of the prevailing economics doctrine. Yet the economists were not in the least bit reticent about sermonizing.

Their way of thinking focused on “need” corruption, with “greed” corruption hardly in the picture, as we have seen. And the High Priests suffused anti-corruption efforts with several assumptions—not always stated, acknowledged, or conscious—that emanated almost entirely from their way of thinking. In brief, they are that corruption afflicts the Other, not us; that governments, not private sectors, are the primary problems; that “smaller” government is necessarily less corrupt than “bigger” government; that corruption is nearly synonymous with bribery; and that the essence of corruption can be conveyed in country-specific, single-number scores.

My point is not that these assumptions are necessarily wrong. My point also is not that corruption, as defined by economists and the Bank-and-TI establishment as pretty much “need” corruption, is not a problem. To the contrary, as I said earlier, it is a huge problem for those who face it in many parts of the globe. My point is that, in powering anti-corruption efforts, these assumptions focused scholarship and solutions so narrowly that, by definition, the new corruption and the massive unaccountability inherent in it were excluded. It is also that these assumptions (and the approaches they bred) obscured other forms of corruption as they began to emerge, for the approaches of the anti-corruption industry diverge a full 180 degrees from the realities of the new corruption with its built-in unaccountability.

The Patient Is the Other

The most important thing to know about any patient is that the patient is sick. In the language of economists and the anti-corruption industry, many Second and Third World countries were very sick. The entire enterprise embraced this underlying assumption.51

During the Cold War, there had been a lively intellectual debate about the benefits versus the harms of corruption, as I mentioned earlier. Some economists and political scientists had argued that corruption could have developmental benefits. But after the Cold War, “out” was debate about whether corruption is harmful. “In” was discussion about how to “cure” the “cancer” of corruption. Any mention of the potential benefits of corruption virtually disappeared from the economics literature,52 apparently under the weight of the massive resources that had been made available to study the subject. As economist Lambsdorff reflected in 2006, years after the anti-corruption effort had burst forth, “Most economists . . . have become much less tolerant of corruption than their predecessors. Current research emphasizes the adverse welfare consequences of corruption.”53

The essentially unified opinion among economists about the harms of corruption now was the same sermon preached by U.S.-based multinational businesses. American companies, arguably the strongest in the world, were eager to curb corruption and level the business playing field.54

The idea of corruption as bad for big business became an article of faith among economists and business leaders alike. In the anti-corruption world, as well as in big business and investment circles, the conventional wisdom had it that corruption, because it distorts the “free market,” diverts resources to ineligible or unintended recipients, holds back economic development, and frustrates business goals.

The second crucial thing to know about this particular patient, as viewed by the economists, is that the patient is rarely us. The patient is the Other, whether an entire country, a government, or a bureaucrat. TI’s 1997 annual report is telling. A chapter on “National Developments” devotes, in this order, seven pages to Africa; eight pages to the Americas, concentrating on Latin America (with the United States covered in less than a page and a half, reporting TI-USA’s assistance to international anti-corruption efforts and standard setting); about seven pages to Asia; eight pages to Europe (with attention to Central and Eastern Europe and Russia, and then to Western Europe, mentioning the work of national TI chapters, as well as scandals involving the Belgian police and judiciary and Swiss banking’s lack of transparency); and not quite two pages to the Pacific.55 Of course, this idea that the patient is the Other is hardly surprising, given that the anti-corruption industry came on the heels of the Western push to reform and transform the former Soviet Union and Eastern Bloc. And the fact that the World Bank, the premier global development institution, was a chief leader of the anti-corruption charge could only reinforce corruption as belonging to those Others.56 The Russian financial crisis of 1998, as well as the Asian one that erupted a year earlier (which was attributed to “crony capitalism”), intensified the “otherness” of corruption even more.

Just which corruption—and causes thereof—the economists chose as their focus helps explain why they couldn’t see the new corruption in the making. While the new corruption crosses borders, the ranking systems of the anti-corruption industry generally imply that corruption is endemic to a specific country (recall TI’s Corruption Perceptions Index).57 Moreover, corruption emanates from the inside. Largely excluded are external influences, say, the impact of foreign-aid dollars on local politics, which, as I noted, can be all-important.58

But while players of the new corruption meld their official and private activities for maximum influence, the anti-corruption industry zoned in on governments, not on the whole latticework of power. In the economists’ creed, corruption primarily afflicts governments, not private sectors.59 Because the public sector is a fountain of corruption in this approach, minimizing it contains corruption. As Gary Becker advised in Business Week, “To Root Out Corruption, Boot Out Big Government.”60 Business is the salvation. Of course, this, and also the idea that markets are best left to self-regulate, were prevailing tenets in 1990s America about how to fix most everything. In this view, the state is evaluated according to how friendly it is to business, with corruption treated “as both effect and cause of incomplete, uneven, or ineffective economic liberalization,” as Michael Johnston, a political scientist who studies corruption and efforts to counter it, has written.61

This perspective has been expressed in two distinct aid approaches, often undertaken in tandem. The first was to streamline government by reforming the bureaucracy or, say, shrinking opportunities for corruption by decreasing the number of bureaucracies that an entrepreneur needs to engage with to start a business. The second form of this containing-government approach was the push to privatize state-owned companies.62 The argument fit perfectly with the no-holds-barred, almost frenetic rush to privatization of the early to mid 1990s that I saw firsthand in Russia, underwritten by economists’ ideology and Western resources.63 This was little surprise, since the drive in the West to privatize and deregulate had been gathering steam since the Reagan era and now found staunch Democratic adherents in the Clinton White House. But when deployed unregulated, in lands where virtually everything had been owned by the state, such divestiture (whether underwritten by the West or not) was a virtual guarantor of corruption, sometimes on a colossal scale, as scholars and analysts documented as early as the 1990s.64 Throughout the region, political-business networks with inside information routinely “grabitized”—that is, privatized—for themselves entire swaths of heretofore state enterprises at fire-sale prices.65

By and for insiders, this privatization of priceless national goodies produced powerful oligarchs, “clans,” and other informal ruling elites. It produced fantastic income inequalities. And it created countless opportunities for expanding unaccountability. In providing incentives to players to fuse state and private realms, privatization fostered the new corruption.66 Such fusion and the practices it invited would find their way back to the West.

News reports and scholarly works about these elites, as well as “mafias” and transnational organized crime groups, emanating from the former Soviet Union and Eastern Bloc, eventually attracted mainstream attention, including at the World Bank. Still, it wasn’t until after many, if not most, of the privatization schemes in the region had been implemented that the High Priests began to make the connection between the rise of these groups and the thrust to privatize in the absence of legal and regulatory accountability.67 To plenty of economists, state institutions mattered little beyond privatizing them.

Reducing Corruption to Bribery

While the High Priests were busy shrinking the states of their would-be supplicants, their colleagues in ivory-tower seminaries were conceptualizing corruption essentially as bribery and as illegal activity—that is, primarily as “need” corruption.

Economists treated corruption, in effect, as a synonym for bribery.68 The World Bank’s definition of corruption as “the abuse of public office for private gain” could be interpreted more broadly. But the working definition had it that most acts of corruption are committed by public-sector bureaucrats, with the typical act of corruption being a bribe—an illegal, one-off transaction in a single venue. The task of the analyst, as economist Rose-Ackerman writes, is “to isolate the incentives for paying and receiving bribes and to recommend policy responses based on that theory.”69 The concentration on bribery and single transactions also meant, as I laid out earlier, that the anti-corruption prescriptions tended to target the rank and file, not elite players.70

Economic models also focused on the individual, not the network, as the crux of the problem. The individual bureaucrat taking bribes was the guilty party. But what about the informal networks and groups that underwrote so much corruption across state and private venues? The emerging players of the new corruption who specialize in crossing boundaries—state and private, national, international—were not even a blip on the radar screen. Once again, the unaccountable won.

The Principal and the Agent

The problem is not only that the High-Priest economists were blinded by their own religion: the problem is also that they spent so much time with their own scriptures (read: economic models and econometrics) that many were barely familiar with the contexts in which they were intervening. They assumed all gardens to be the same and garden-variety bribery to be the key problem. Stunningly, their theoretical favorite, the principal-agent model, was often inaccurate when applied even to bribery—much like applying the theory of bacterial infections to treating a virus.

You will recall that the principal-agent theory, with the bureaucrat (agent) incentivized (or not) to do the job the government (principal) needs doing, assumes that the principal is an honest broker and that the only potential problem is ensuring the agent’s reliability. But is that always, or even often, the case?71 In an earlier era, were the principals—the governments of Mobutu, Marcos, Selassie, and Ul-Haq—honest brokers, needing only to make sure that government bureaucrats (the agents) did not take bribes?

The principal-agent theory is even less suited to make sense of the practitioners of the new corruption. It can only deal with “need,” not “greed,” corruption, which lacks clear principals.72 It implies discrete acts, between two parties, with deﬁned beneﬁts (say, a corrupt lawmaker takes a bribe from a company in exchange for a favorable vote). Yet an influencer like former Senator Tom Daschle, who we discussed in Chapter 3, surely doesn’t take bribes. But he has advised the president while working for companies that stand to benefit from the decisions made by the president. The principal-agent framework breaks down even more when one considers that relationships are multiple and moving, and organizational missions are blurred. Highfliers like Tony Blair or Bill Clinton, to use other examples, operate in perhaps a dozen different venues of influence during the same time frame. The fact that they have so many roles makes it impossible to determine at any time who is the principal and who is the agent. Although they have not been shown to be corrupt, their modus operandi makes transparency and accountability close to impossible.

In short, the principal-agent framework is seductive because of its clarity. But in the face of much, if not most, corruption—even that which is defined as bribery—its usefulness is limited.

Seducing with Numbers

Another core approach of the economists is that corruption is conducive to analysis through metrics and country-ranking schemes. A single score, the story lines imply, conveys the corruption of an entire country. Ordering countries by rank tells us how one compares to another. Yet like the VaR metric that we heard about earlier, such single numbers are seductive—and can be dangerously misleading.

Consider the following: in 2008, the United States had a corruption score on the Corruption Perceptions Index of 7.3 on a scale of 10, with 10 signifying clean government.73 In 2009, its score improved slightly, to 7.5. In 2008 and 2009, the United States ranked 18 (tying with Japan and Belgium) and 19, respectively, out of 180 countries included in the measurement.74 At the same time that America looked so respectable, some of its signature players were engaging in massive mortgage fraud, and Goldman Sachs was betting unknowing clients against others, setting up some to fail, in schemes that would help tank not only the U.S. economy but that of much of the world.75

Iceland, the economic devastation of which we discussed in Chapter 3, routinely ranked even cleaner than the United States. That nation scored 8.9 and 8.7 in 2008 and 2009, respectively, and ranked among the least corrupt countries with an overall rank of 8 out of 180 in 2009.76 At the same time that TI’s index showed that Iceland was practically corruption-free, its “Locomotives,” devoted as they were to unfettered privatization and deregulation, were wreaking economic havoc. Iceland, which for years was controlled by a “ruling class, so small, so tightly bound by obligations, by blood and money” (as journalist Roger Boyes, who wrote a book on the subject, chronicles), routinely ranked very high despite the actions of those inbred elites that caused the country’s economy to crater.77

In the same vein, Ireland, its scores and rankings between those of Iceland and the United States, improved its score from 7.7 in 2008 to 8 in 2009, despite a massive real estate and banking collapse.78

How can there be such a disconnect between these rankings and reality? Between the so-called experts’ understanding of corruption, and that of so many people who, more and more, view corruption as violating their trust?

Let’s look at what, exactly, these schemes consist of. While the Corruption Perceptions Index is often taken as an indicator of actual corruption, it does not claim to be that. Economist Lambsdorff, who developed the CPI, describes it as “a composite index based on a variety of different elite business surveys and expert panels.”79 This “poll of polls,” as TI’s 1997 annual report clarifies, is “an attempt to assess the level at which corruption is perceived by people working for multinational firms and institutions as impacting on commercial and social life” [emphasis added].80

Be that as it may, the CPI promises an accurate global view of corruption, at least to many—if not most—of its consumers. Such indices are assumed to transmit fact.81 But these “facts”—that is, the numbers—are sometimes thrown together in an analytic jumble: tools that “measure very different things, despite having similar-sounding titles.”82 Hatched by corruption-index-happy economists and the like, the CPI conflates disparate sectors and processes to create one showcase number. Political scientist Ivan Krastev, who observed the anti-corruption industry on the ground in Bulgaria, blows apart the efficacy of such indices:83

What do we claim when we assert that [a] certain regime or certain period is more corrupt than [an]other? Do we claim that during this period the number of corrupt transactions has increased? Do we claim that the number of people involved in corrupt transactions has increased? Do we claim that corruption has reached the highest places of power? Do we claim that the social costs of corruption have increased? Do we claim that society as a whole is more tolerant to corruption, or do we claim these together?

Delving deeper, we should ask: What do we mean by corruption, and what are we measuring? The activities of a sector? Bureaucrats more generally? Elites? Black markets? Attitudes? Levels of trust?

Then there is the pesky issue of context. Indices are entirely stripped of it. The study of corruption is “portrayed as similar to the study of inflation,” as Krastev writes.84 Numbers are made to stand stark naked, on their own, and do things for which they are ill fit.

The emperor, too, has no clothes, because corruption is not like inflation. Inflation indices measure the value of a basket of goods during one short period. By contrast, corruption indices are charged with capturing the dynamics of an enormously diverse collection of people, motives, contexts, and systems in societies that often are dimly understood by the economists who devise the indices (and who nonetheless set up programs to change incentives). Yet it is stories (told by participants, observers, and their confreres) about corruption that convey the context in which it is embedded; that show us what it is and how it works in a given setting; and how it fits into the political, economic, and social web.

Meanwhile, the metrics have consequences. A country’s ranking on the CPI and other indices like it is not just a thirty-second news story on the evening news: it can batter or better national reputations. It is used to benchmark developmental progress. TI itself has claimed that the CPI “influences the policies of major aid agencies and is a factor in the foreign investment decisions of multinational corporations.” Aid agencies have told countries they need to improve their TI (or similar) scores to qualify for assistance.85

The Corruption Perceptions Index pioneered a trend. It was (and probably is) the best-known metric of its kind. It helped spawn not only a body of corruption literature and a (pseudo) science of comparison, but it also gave birth to an entire genus of ranking systems.86 Indices generated by the World Bank and a plethora of NGOs, consulting firms, and think tanks sought to tweak it, improve on the idea, or simply, as one scholar put it, to “provide a particular agency or NGO with a ‘signature’ index to attract visibility and funds.”87 The “science” of comparison across countries was now possible and palatable to the public.88 Soon to follow were annual rankings of countries according to their levels of “good governance,” democracy, and even economic freedom.89

All this fits perfectly with a larger trend in international practices and institutions and among their globetrotting subscribers: up with numbers and down with words. A few years ago, numbers began to systematically replace words as a way of analyzing transnational governing developments and initiatives.90 In “What Do Numbers Do in Transnational Governance?” two scholars show that “numbers increasingly complement if not displace linguistically articulated norms.” Removed from their context, slipping agilely across international boundaries, and seductive in their simplicity, numbers take on mythical, even magical, powers. They provide an “illusion of transparency.”91 We are seduced, yet deceived.

The metaphors employed by the number crunchers are no less deceptive. Metaphors are colorful ways of explaining a position and a powerful communications tool, which is why they are ubiquitous in political and public discourse. They can help mobilize movements. But they come with built-in bias, hiding certain features of an issue while highlighting others.92 When confused with analysis, as they often are, metaphors can obfuscate actual analysis.93 They obscure more ambiguous and more insidious activities that can have far graver consequences.

Relying on metrics as a substitute for inquiry is not only a fetish of ivory tower, World Bank, and anti-corruption economists: the practice was—and is—rampant in the financial industry, among other arenas (like VaR in finance). Doing so gives their audiences—be they policymakers, the public, or fellow CEOs—a false sense of calm and control. But, of course, this is delusional and causes (yes, immeasurable) harm.

In short, these assumptions of the anti-corruption industry, along with the powerful imprimatur of the activist High Priests, has so dominated the world of anti-corruption that the new corruption has only recently begun to enter the imagination of the industry.

IRONY IN OVERDRIVE

While the diagnosticians and anti-corruption surgeons busied themselves with ranking systems and surveys and dispensing prescriptions, a new class of power (and money) brokers was on the rise. Many were far too savvy to break the law, even if stretching its limits. Their opportunities mushroomed with the mass privatization of state-owned wealth and the invention of novel global financial products enabled by new information technologies, among other developments.94

The straitjacketed thinking of the economists and their industry acolytes allowed them to get away with playing a double game. It even allowed some high-profile economists to be corruption experts while simultaneously engaging in the new corruption themselves. On the ground in eastern Europe, I had observed certain prominent Western consultants plying their influence as they moved among academia; Washington; and Warsaw, Moscow, Kiev, and the like. These budding flexians, as I call them, were adept at “representational juggling” as they performed multiple roles across multiple spaces with multiple sponsors, without fully disclosing them.95 Those honing the new corruption while doubling as scholars of corruption and policy advisers especially caught my attention.

Harvard economist Andrei Shleifer illustrates the irony of the extremes to which some would go. At the same time Shleifer was “modeling” corruption in scholarly writings (and cited liberally by corruption scholars and in anti-corruption handbooks) and defining it essentially as bribery, he was a personal example of the new corruption.96

While leading Harvard’s U.S. government-funded project to reform Russia’s economy and helping craft the blueprint for the corruption-inducing privatization scheme launched in 1992, Shleifer also made personal investments in many of the same areas in which he was being paid to provide impartial advice—thereby allegedly defrauding the U.S. government, according to the U.S. government.97 A chief Shleifer argument—that a shrinking state sector would necessarily help minimize corruption—would prove to be flat wrong. Later, writing for the prestigious Foreign Affairs about the Russian “reforms,” he was identified simply as a Harvard professor—not someone who had helped design them. Of course, he declared them successful.98 Neither the publication nor Shleifer himself revealed that, in fact, he was grading his own homework.99

All the while, the professor presented himself as an independent analyst, and the powers that be drank the Kool-Aid. He even delivered testimony before a congressional committee as a scholar on corruption.

Such players as Shleifer exemplify just how much our culture has changed—accepting without question exemplars of the new corruption in the same person as scholars of the old. And still their scholarship on corruption is taken on faith.

And what of the principal-agent theory that was supposed to explain corruption so well? At first glance, Shleifer (the agent), leading a signature U.S. government aid project, failed to serve his principal (the U.S. government). But on closer examination, powerful parts of the principal were complicit, to say the least. Shleifer secured aid funding to reform Russia’s economy in the form of (highly unusual) noncompeted U.S. awards (with help from Larry Summers when he served as a high U.S. Treasury official in the Clinton administration). And was he the principal or the agent when he was covering his tracks in congressional testimony and Foreign Affairs?

The assumptions, approaches, and theories of the economists have clouded our vision to the point that they obscure the activities of the irony manufacturers, not to mention some of the biggest, baddest actors of the new corruption.

BACK-PEDDLING?

While not quite by conscious design, the assumptions and approaches of the economists and the anti-corruption industry weakened their eyesight—and set us up for the same.

Much like the Vatican, the High-Priest economists issued periodic reforms. In time, for instance, economists expanded the shrinking-government-to-fix-it notion to incorporate governance and institutions (which other social scientists had already been doing).100 In 2006, several World Bank economists expounded on the learning that had taken place over the previous decade: “Today there is widespread consensus among policymakers and academics that good governance and strong institutions lie at the core of economic development.”101

Subsequent scholarship on corruption would broaden the views of some economists. In time, too, some of the High Priests went beyond their concentration on garden-variety corruption. By 2000, structural and institutional relationships, such as the concept of “state capture,” defined in a World Bank publication as “the actions of individuals, groups, or firms both in the public and private sectors to influence the formation of laws, regulations, decrees, and other government policies to their own advantage . . .” [emphasis in original] was commanding more research attention.102 The concept of state capture describes the illicit and non-transparent manipulation of state power to benefit private interests, whether of politicians or private sector firms.

As for Transparency International, despite over-focus on its media-friendly CPI, the organization has initiated some useful work on a much broader front. One example is its National Integrity Assessment, a questionnaire that assesses a country’s institutional “pillars,” including business and civil society, as well as the independence of its watchdog institutions. Deployed in many countries, the results of the surveys have sometimes drawn local attention to such issues and resulted in change.

Even though major (especially finance-related) corruption scandals in the developed world of the late 2000s may have tempered the idea of corruption as primarily an affliction of the Other, the idea lives on in the corruption literature.

While the economists did issue some Vatican-style reforms, they mostly did so only within their own narrow framework. Only a handful of renegades, such as the Nobel laureates Joseph Stiglitz and Paul Krugman, began speaking of the United States and “crony capitalism” in the same breath in the 2000s.103 Thus corruption economists continue to perfect the metrics, much like an abused, spurned lover who desperately keeps coming back, seeking to mend the relationship. And the “globalised elite discourse” that Sampson describes “ensures that the issue [of corruption] remains on the agenda . . . even if in revised or ‘new improved’ form” [emphasis added].104

As the anti-corruption industry matured, corruption indices generally became more sophisticated. Eventually—a decade after Lambsdorff pioneered TI’s Corruption Perceptions Index—critique of the metrics-as-analysis approach came from within the economics profession itself.105 And, at this writing, the endeavor has come to embrace scholars from different disciplines and those with real-world experience in a variety of settings.106

Yet despite fresh ideas about what corruption is and does, corruption-ranking indices are still de rigueur in the industry, even if many inside have abandoned the creed and even if the faith placed in them far outstrips their analytic value. Much like under late communism, the ritual has to be preserved. As one scholar writes:107

While it is widely recognized that performance indices in this area suffer from severe methodological problems regarding precision and reliability, they nevertheless seem to co-exist with a deep-seated belief in the powerful factuality of numbers, measurement and comparison, just as they play an important role as a reference point for standards and scripts for action.

More crucially and tellingly, the anti-corruption industry has kept and even expanded its PR tools—the CPI and other metrics—despite alarm from inside and out about their serious defects. The industry won’t give them up, ostensibly because much media attention would dissolve without them. And that attention is a must for getting policy done, as explained in an article by a political scientist titled “The Power of Performance Indices in the Global Politics of Anti-Corruption.”108 The “performances” that are the release of the CPI have become an anticipated necessity, some scholars argue.109 And, as we shall see in the next chapter, “performance” is not to be overlooked.

[image: Image]

The economists’ crusade and the strange bedfellows at the Washington conference were just a taste of what was to come in 2008—and with well-known global impact. While the economists loosed their hubris on much of the world when the United States was riding high, the fruits of that hubris were about to circle back. And while the public trust was being violated by members of their profession, they reduced complex realities to single numbers, applied ill-suited theories, and misled us with inaccurate metaphors. This is not to say that they were necessarily conscious of their own myopia or that they are personally to blame. It is to say that the rest of us need to be all the more attuned to the power and prowess of a religion whose High Priests have invited so much unaccountability.

Finally, it is to say that we need to learn to discern the performances of the High Priests and their ilk and to look underneath the surface of performances, be they numbers, players, or the media—the subject of the next chapter.


CHAPTER 5

Privatizing Media, Performing “Truth”

If you can’t trust your pornography, what can you trust?

It may seem preposterous to open a chapter on the public trust in the media and Internet—and what this means for accountability—by linking the words “pornography” and “trust.”

And yet a sea change in the porn business illuminates much about our culture, our flagging faith in public institutions, and our retreat to the private realm in search of truth—and what passes for both private and truth.

Porn stars, we know, are actors. But the quest for (true) reality runs so deep that it is seen even in pornography, that land of artificial desire and silicone dreams, where everything is, almost by definition, a performance. It used to be that porn came in a brown wrapper or in an “adult” shop peepshow or a video made in southern California, the center of the (American) industry. But that porn provider is being edged out by the housewife in Omaha who might appear headless, performing self-sex, in her own posted video. Or by live ladies for whom you might pay up, then chat with online. In the past, there was little denial that porn stars were acting. In fact, an anthropologist who studies porn culture has discovered that these days, one of the most compelling selling points in online porn is that what you are seeing is “real,” performed by supposed “amateurs.”1

Apparently, we so crave authenticity that we look for it even in an entertainment genre that is, well, staged.

Nowadays, the Internet enables us to cut out the middleman and fully indulge our tastes in a customized fashion. The modus operandi is DIY—do it yourself—for both providers and consumers. Practically anyone can become an online mom-and-pop porn proprietor, and the options transcend borders with ease. In one sitting, you can skip from the Midwestern headless housewife and go to Yukiko the Asian dancer and then to clips of Natasha, the Ukrainian blonde who supposedly just turned eighteen. A search for the word “real” might bring up a dozen categories on an online porn site: “real couples,” “real homemade,” “real teenager,” “real orgasm.” If you want to get “really real,” so to speak, you might pay a premium for a live chat or personalized show, but a huge amount of material is now entirely free. And you can watch in the privacy of your own home (your choices being recorded only by your Internet provider and the NSA, as far as we know). We have sent the traditional porn industry into a tailspin, but this is just the most sensational part of our media culture that has been upended by the Internet.2

The sea change in porn might seem to be of little consequence to those who don’t indulge in it. And yet it pulls back the curtain on the personalization of the media and Internet and why today’s top power brokers, clothed as they are, can operate willy-nilly beyond accountability—and get away with it. Unlike with other arenas like finance or health care or national-security policy, however, we, the public, can hardly make a convincing case that the sweeping changes in the media just happened without our complicity. We have been, and are, ever-more-active participants in sowing this unaccountability.

Moreover, the media and Internet spill back into and drive just about every arena of public life, building themselves into their very essence. That’s why I devote an entire chapter to how changes brought about by the digital age have completely reconfigured the mass communication industry that is now not just media, but a new creature: media/Internet. That creature enables power brokers to operate beyond accountability in ways never before possible and amounts to a wholesale societal and cultural shift. While practically every organization is now a beacon of “transparency,” including the NSA (see its website and peruse its “commitment” and “dedication” pages3), ironically, just where “information” comes from and what agendas might be behind it is often less transparent than ever before in living memory.

Think of this new world of media/Internet as a sort of privatization, or personalization. I don’t mean consolidation of the media—that it has become more concentrated in the hands of fewer owners (although this, too, is a crucial recent change4). I mean rather how our ever-growing access to “information” (and entertainment) is billed as a more efficient way of getting something, a better deal for everyone, by eliminating layers of middlemen. But like the privatization in other areas that I’ve studied over the years, this privatization has grave consequences for accountability, especially now in the shadow-elite era. For in personalizing the media, we have depleted it of uniform standards, like, say, fact-checking, and eroded the capacity for accountability. Think about it: our online “likes” and those pages we choose to “follow” are personal choices. That, by definition, exempts them from public accountability.

All the while, our personal/private choices in the collective would seem to guide how the news is shaped—indeed, what even becomes news. Success is assessed instantaneously through the number of “likes” on a blog post, views of a Web page, hits on YouTube, or number of followers or retweets on Twitter. What is deemed newsworthy is modulated through our collective media choices. How can we even think of accountability in such a personalized system?

And yet, how can we not? We are at the mercy of our ignorance. If we do not pay heed, it will come back to haunt us in ways that affect our daily lives and livelihoods—in forms we may not yet even imagine.

LOOKS LIKE NEWS

The search for authenticity—and truth—is reminiscent to me (and other scholars) of late communism in the Soviet Union and Eastern Bloc. Given the different contexts, this may seem jarring, but bear with me. In the West, this search follows a period of upheaval in the media. Many Americans (and people more widely)—no matter their political stripe—feel intuitively that there is a stark disconnect between what they experience as reality and what the dominant news presents as reality.

Mainstream news comes across as not-quite-real; in fact, it comes across as performed by both the media presenters and the newsmakers they cover. That is why so many Americans look to fake news—comedians Jon Stewart and Stephen Colbert are cases in point—because they tell it more like it is than does the so-called news. In short, these performers are more authentic, more believable, and, ironically, no more performed than the evening news on any major network. (Colbert’s enacting a caricatured conservative is intended to be understood as performance, while the newscaster is not.)

Anthropologists Dominic Boyer and Alexei Yurchak have observed this as well—and saw, as I did, a similarity between the public propaganda of late-communist societies and the mainstream media of today in the West. News messaging has become strikingly standardized and formulaic, despite the seemingly infinite choices of media outlets.5

Boyer and Yurchak cite the “endless figures, numbers, charts, soundbites, [and] talking points . . . repeated from network to network and from one context to the next.”6 While you might think that digital media could offer a quick escape from that echo chamber, these scholars see “an increased tendency toward imitation” by journalists strapped for time, which means that much of the “news” we see online features more of the same talking points. Stewart’s Daily Show in particular revels in displaying this trend:7

According to Stewart, a central function in much of U.S. news media has shifted from informing the public to performing what he calls, [sic] scripted “political theater.” By this, he means that addressing important social and political issues[,] news media tends to use the language dominated by predictable, fixed, and repeated scripts and rhetoric, paying less attention to the discussion of substantive political issues and their meanings.8

The anthropologists also mention the equal-opportunity-offender program South Park, which, perhaps more than nearly any other current satire show, aims its daggers at pieties right, left, and center. It is a show in which, as Boyer and Yurchak say, “everything is corrupt, deformed and hypocritical” and, by the way, in 2014 drew at least a half million more viewers weekly than either the Daily Show or the Colbert Report.9

Of course, the media are conveying what newsmakers deliver, in what the scholars call an “insular . . . [and] professional performance culture.”10 Just as journalists are spread thin across so many venues, newsmakers themselves know that they have to present compelling “theater” just to get attention in a fractured news environment.

This performance culture seems to have caused regular people to turn to parody in search of something more authentic—something I saw in my years in Eastern Europe during late communism.11 As we’ve said, the emerging distrust in the West of official news has also pushed citizens to a more personalized, “privatized” kind of content, taking their cues from family, friends, and like-minded “friends” and “followers” in social media.

How can this be? There is nothing in the democratic West like a centralized Politburo department of propaganda that must approve the news or orchestrate “newsworthiness.” Boyer and Yurchak point to what we will examine in depth in this chapter: extraordinary changes that have upended the media business in the West, mostly because of the pressures brought to bear by the emergence of the Internet.12

Something that looks like news has now substantially replaced the real thing. This medium is a simulacrum of what it used to be, as French philosopher Jean Baudrillard (1929–2007) might have said. He argued that today’s society is constructed around simulacra, which (then) become reality. Simulation produces real intuitive feelings, emotions, or symptoms in someone and blurs the difference between the “real” and the “imaginary.” As we shall see, many websites (or newscasts) of corporations, think tanks, and even presidential candidates are designed to resemble news sites.

We want this simulacrum of the news (substituting for the real thing) to come to us via people with whom we are acquainted. Today we tend to trust only people we know (or feel we know or have a connection to). Tellingly, this recalls what I experienced under communism in 1980s Poland—where your closest friends and family were your bulwark against all-powerful authorities. Reliable institutional arbiters were few and far between. Virtually no one trusted official sources (and for good reason).

Today in the West we, too, increasingly eschew institutional arbiters in favor of ourselves and our own. Just like the consumer of porn who has rendered the central middleman redundant, we are assembling our news ourselves. This is possible because more and more people are getting all their news online, increasingly on the fly through smartphones and tablets. According to the Pew Research Center, a public-opinion-research think tank, “a majority of Americans” surveyed in the United States in 2012 got their daily news through digital means.13 Online news consumption has surpassed radio and newspapers. In fact, in less than a decade it has more than doubled. In late 2013, the Pew Center found that sixty-four percent of Americans use Facebook, with half getting news there. That amounts to thirty percent of the general population; for YouTube it’s about ten percent getting news there, and for Twitter eight percent.14

Thus we are increasingly self-assembling our media playlist—an app on our phone, a posting from a Facebook friend, an inspiring tweet or YouTube clip from an admired politician—all of them now “news” providers (or news editors, when they select stories and send them our way) alongside Uncle Gary’s fly-fishing experience recounted at a family gathering, then “shared” for “friends” on social media. Squarely in the driver’s seat, we believe we are in control.15

And feel we are in the know. Feeling that something is true (or not) is our (the listener’s) choice, à la Colbert’s “truthiness,” which has a foothold in the media. Truthiness requires our (the listener’s) active participation.

As we drive along, personalizing and participating in the media, we can communicate in real time with like-minded individuals around the world and find or even create our own club. Sharing seeming intimacy with strangers appears to provide enormous psychological payoff. And that “intimacy” becomes our primary “truth.” The quest for “truth” and belonging then edges out the desire for objectivity.

In fact, those who advocate for old-fashioned objective news may be considered dinosaurs, or hopelessly naïve.16 Objectivity has practically become a dirty word, no matter one’s political leanings. Almost everyone has an agenda. The now-famous Glenn Greenwald, who helped break some of the most important stories of the new decade, including the leaks about the NSA by the contractor Edward Snowden, appears to consider himself a journalist/activist. As he told the New York Times: “All activists are not journalists, but all real journalists are activists.”17

As we opt for belonging to a “community” over objective news, our worldviews are shaped in ways never before possible. We also sort ourselves into information silos, some of which could scarcely be more divergent from each other. And while these silos may not connect with each other—each silo is an entity unto itself—within the silo, individuals connect in every which way.

Add to this emerging norm of manufactured resemblance the necessity of “connecting”—part of the simulacra equation. We must look like we are connecting personally—not only with “friends” far and wide, but with (heretofore) public figures, now privatized to our personal likes. We want our news providers to connect with us personally—and “connect” they do, whether it is a Facebook friend who fancies him/herself a news authority or a respected print journalist who sends out links to his articles on Twitter and Facebook and also tweets about his/her “tastes” and divulges (carefully crafted) details about his/her personal life.

A small sample includes New York Times political reporter Nicholas Confessore (with nearly 45,000 Twitter followers), who alternates wonkish tweets about income inequality with zingers about the Super Bowl halftime show. Or his colleague in the media department David Carr (nearly 450,000 followers). Then there is Jeff Elder, technology reporter for the Wall Street Journal (101,000 followers) and Chris Cillizza, political reporter for the Washington Post (200,000 followers), whose feed he calls “The Fix.” Cillizza has another Twitter feed (now largely inactive) called “The Hyper Fix.” This hyper-Chris Cillizza feed directs newshounds back to his more work-oriented feed by saying “Follow him @the fix for a more mellow, but still personal feed.”18

We want our leaders to connect with us personally too—to skip the guy in the middle and talk to us directly. We “like” President Obama’s Facebook page, and get the message right from the horse’s mouth, along with his fondness for jazz and classic films like Casablanca. While we know these exclusive communiqués are likely crafted by brand-polishing twenty-somethings, we put up with the genre because we crave displays of sincerity, not unlike in the new-style porn.

When we receive a message “From Michelle Obama” shortly before Thanksgiving 2013 saying “I want to talk to your family. From my family to yours, Janine,” we know that the First Lady’s “authenticity” is manufactured.

This “authenticity” may be transparent. But there is a lot of fake authenticity in the media that is much more difficult to see through. Many, if not most, of us lack the depth of experience to figure out what is fabricated and what is not. In the golden age of “transparency,” there’s a dearth of information about where the information comes from and what agendas might be behind it.

As we, both creators and consumers of news, concentrate on the simulacra—on news as performance rather than as content—we move farther away from living in the brick-and-mortar world and closer to the virtual one.

Yet this personalization and obsession with performance (as in acting) has a profound influence on what is deemed real and what policymakers act on. For even when something is not true—it is merely “truthy,” as Colbert might say—when enough people believe or engage in it, this “truthiness” can and does have real and huge consequences in the real world. The prime example is the rush to war in Iraq after 9/11, based on the faulty assumption that there were weapons of mass destruction there—a decision based on “truthiness” (as well as classic propaganda) if there ever was one.

Meanwhile, we are surely missing out on key stories—stories that are not just stories but can tank our livelihoods, health, and security. We are lucky to know what we know about the NSA story. We know what we know (and we can have little idea what we don’t know) only because of the whims of one leaker (Edward Snowden) who didn’t trust traditional media and a few journalists (namely journalists Glenn Greenwald and Laura Poitras) who were dogged enough to pursue the story. One would have hoped that stories as crucial as the NSA spying and the machinations that led to the 2008 financial crisis could have been unearthed by a robust media before so much damage was done. And we are ill prepared to spot the next financial crisis.

But we have substantially ditched the objective middleman (read: journalists), substituting nonobjective performers for them, even as they might parade as objective. When was the last time Americans heard about the “Fourth Estate”—that free press so crucial to democratic civilization that was supposed to be a bulwark against the powerful? It used to be that we got our news from a reporter or news organization that stood between us and, say, a powerful politician or a cash-flush corporation. That reporter gathered and helped interpret the news. S/he belonged to a profession steeped in a public-sector ethos. And, despite the shortcomings of the media as in any profession (some bad apples, poor judgment, and occasional incompetence), there was at least some expectation that the journalist would investigate and report the story with some modicum of objectivity and mindfulness of the public interest.

Instead, today, we are faced with sorting through simulacra—from downright falsehoods to appearances that detract us from less-sexy realities. This is no easy feat. That is because, while the objective middleman is passé, there is no shortage of accountability-challenged middlemen to take their place.

Short-Term Performing: Exploiting Television

The emphasis on performing, as in theater, has become au courant in the public sphere, as cultural analysts have shown, and as noted throughout this book.19 Today’s “professional performance culture,” as Boyer and Yurchak call it, is reminiscent of the kind of performance that communist societies took to an art form.20 But the pressure to make things look good right here and right now often results in the production of simulacra at the expense of truth and underlying realities—and we, unlike our communist forebears who became adept at reading between the lines, are short on the skills necessary to see through it.

Much of today’s media reality began with the rise of 24-hour cable networks. This was a new stage on which power brokers of all sorts could now perform to many and varied audiences.

In the United States, one of the most damaging series of performances played out on the new financial news outlets, most notably CNBC.

In the 1990s, CEOs developed a laser-like focus on the stock price, in part because companies started paying them with stock options, which was supposed to align the interest of shareholders with that of the chief executive. Now they were incentivized to gin up quarterly earnings for the short-term stock “pop.” In well-choreographed performative routines, CEOs trumpeted their numbers to the media and investors, all to keep their stock prices high. With their shorter-term focus, CEOs sought to keep the stock price high at the right times, to make sure quarterly earnings “beat expectations,” even when, internally, they didn’t.21 This increasing use of stock options gave “senior managers a strong incentive to mislead investors about the true condition of their companies,” as New Yorker financial journalist John Cassidy found.22 The result is that the wool was pulled over the eyes of the average investor—from minor accounting dodges or massaging of those quarterly results, to the massive fraud that took down Enron, Worldcom, Tyco, and other big companies in the late 1990s and early 2000s.

Changes in the media were a great enabler of truth-challenged performance. The new cable business-news channels, which thrived on excitement, gave executives a powerful platform to sell their version of corporate reality to average investors, according to a writer who worked in TV financial news during the dot-com era.23

Changes in the media, too, enabled—even exacerbated—the insider-outsider divide. Wall Street helped, deploying TV-ready, stock-touting “analysts” who seemed unbiased, even though ethical conflicts were unavoidable: their employers, investment firms, were actually getting business (and other insider perks) from those companies the analysts were often promoting.24 Throughout the 1990s to the 2000s, there were cases of Wall Street analysts going on the air and talking up a stock while internally they were telling their people in the firm that the stocks were, in the words of one of the most infamous of them, “POS (pieces of shit).”

Here is how Henry Blodget, a well-known analyst, characterized two stocks publicly to unwitting potential buyers and shareholders, versus how he characterized them internally:25

On a dot-com called Lifeminders:

In Public: “We think [Lifeminders] presents an attractive investment.”—12/21/00

Internal: “I can’t believe what a POS [piece of shit] that thing is.”—12/04/00

On a dot-com called Infoseek:

In Public: Blodget rates it a Neutral to Accumulate—12/19/99

Internal: The stock is a “. . . dog . . .”—12/19/99

Blodget’s many appearances on business-news channels were part of the elaborate performance expected of “star” analysts at that time.26 Many analysts also played a role in so-called IPO “roadshows,” when a new stock was pitched to investors.

With the focus squarely on the appearances of the moment, executives lulled the public into thinking things were rosy by putting up what was really a flimsy façade. The consequences, of course, are borne by “Main Street,” not Wall Street. Main Street investors might have benefited short-term from inflated stock prices, but most didn’t know when to sell, or even that they should sell, while many executives did.27

Wall Street analysts were eventually taken to task for their performances, but only after the damage was done. In 2003, top investment banks were forced by regulators to pay $1.4 billion in fines and to erect walls separating their banking departments from their analysts.28

And over on the general-news cable channels, another very insidious performance was (and still is) being staged. While there’s been endless hand-wringing over political polarization and cheap opinion found on the cable channels, this trend deserves at least as much scrutiny: the use of pundits, analysts, or “experts”—often former high government officials—who now have a swirl of undisclosed or only partially revealed interests that the viewer knows nothing about. Many of these players are, in fact, shadow lobbyists or shadow elites.

That something smells bad has not been lost on us. A citizen-driven petition that went up on the White House website in March 2013 is telling. It asked the Obama administration to “require Congressmen & Senators to wear logos of their financial backers on their clothing, much like NASCAR drivers do.” That suggestion could go even farther. As we saw earlier, often it is former politicians and government officials who hold sway. We see them on TV, and it would indeed be very illuminating if they wore sponsorship logos.29

One who could have used a logo might be former Homeland Security secretary Michael Chertoff. He took to the airwaves virtually nonstop in the weeks following the 2009 Christmas Day bombing attempt aboard a Northwest Airlines flight from Amsterdam to Detroit. He pushed for full-body scanners as a cure-all for lax airport security. His eponymous consulting firm represented the only company, Rapiscan Systems, to have initially qualified for the government contract to manufacture the scanners.30 But the media outlets that used him as an expert failed to mention this fact.31 And when the New York Times interviewed him on the subject, speaking to him twice, reporters did not inquire whether he had any financial interest in the matter.32

Indeed, nimble power brokers are all over the media. In 2010, The Nation conducted a four-month investigation and found one thing that bound together seemingly very different cable networks:33

Since 2007 at least seventy-five registered lobbyists, public relations representatives and corporate officials—people paid by companies and trade groups to manage their public image and promote their financial and political interests—have appeared on MSNBC, Fox News, CNN, CNBC and Fox Business Network with no disclosure of the corporate interests that had paid them. Many have been regulars on more than one of the cable networks, turning in dozens—and in some cases hundreds—of appearances.

These power brokers (and the networks that put them on the air) are operating beyond accountability—without disclosing who they are shilling for.

The Nation article also makes another excellent and troubling point: that adding a role as a pundit can ease access to policymakers that the person might not get if he or she were just a registered lobbyist.

How did these pundit-“experts” become so popular so easily? Part of the answer lies in simple economics. With cable companies eager to squeeze more profit out of newsroom budgets, a programmer knows that talk is literally cheap, or at least far cheaper than reported stories. Stories created in-house might require a correspondent, a producer, a photographer, and an editor. Booking an “expert” or “pundit” requires none of that, aside from the phone calls, the logistics, and research for the anchor. This was true even before the Internet emerged, and a former producer at a top cable-news outlet in the late 1990s and early 2000s (who does not want his name used) describes the many challenges faced in ascertaining the agendas of guests, as well as the struggle to disclose their agendas.

In listening to booker phone calls, and in viewing the research given to the anchor, there was not much attention paid to whether a former government official might now be eager to appear because they are shilling for a consultant group or company. In part, this was simply a new phenomenon. Guests didn’t used to all have these vast professional portfolios they have now, or if they did, it wasn’t quite known. And also, it was a stress-filled environment and it’s hard to imagine having enough time to investigate a tangle of interests while also getting a show on the air. If there was a glaring conflict, a guest might be cancelled, but this was very rare. Even if a booker did emphasize that their guest might have a conflicting interest, that didn’t mean that a disclosure always ended up on the air. A writer decides whether to put it in the copy the anchor reads. An anchor reads the research and decides whether it matters and is worth mentioning in the copy or the interview. A line producer or a technical director would have the choice to toggle among two different “fonts,” or the titles of the guests [shown on the air]. Almost always, the default title used was “former government so-and-so,” even if that had little to do with what the person was doing or representing in the here and now.

And that view came from a time before the Internet was king; these days, the old media is getting crushed by the new, as we’ll explore in-depth shortly. It’s no surprise, then, that cheap talking heads with hard-to-discern agendas are all over the airwaves.

The rise of the interview, typically at the expense of reported stories, has been quantified for one network. According to the 2012 Pew report:34

On CNN, the cable channel that has branded itself around deep reporting, produced story packages were cut nearly in half from 2007 to 2012. Across the three cable channels, coverage of live events during the day, which often require a crew and correspondent, fell 30% from 2007 to 2012 while interview segments, which tend to take fewer resources and can be scheduled in advance, were up 31%.

Under new leadership, CNN has cut packaged stories even further. According to one observer, the network:35

has been placing more emphasis on live coverage of breaking events as well as documentaries, leaving less room for the creation of pre-taped video packages that had been more of a staple on the network.

Of course, such changes are by no means limited to CNN; they run the media gamut. That means that there’s both a decline in reported stories (no doubt including some accountability journalism) and an easy opening for power brokers to help mold public opinion to their liking. There’s even a side benefit of opting for interviews over reported stories: it removes some of the accountability. If a guest says something inaccurate, a news outlet can lay blame on the guest instead of its own in-house reporter.

While several of the networks have acknowledged the problem and attempted to modify some of their disclosure policies, the issues catalogued above are, minute by minute, buried under an avalanche of pressures, as The Nation found. Clearly, power brokers can easily take advantage and appear to be increasingly doing so. The former TV news producer quoted above believes that most reporters “want to do the right thing” but that the system just doesn’t allow the time needed to really figure out a power broker’s affiliations.

Producers also have to wrestle with the mushroom-like proliferation of amorphous political-influence groups. Getting to the bottom of who’s responsible for something is a signature challenge of the shadow-elite era. This has become even more difficult to discern in the United States since 2010, when The Nation conducted its investigation. The Supreme Court’s Citizens United decision in January that year muddied the waters further by spawning a huge number of new political-influence groups.36 Add to this the growing number of advocacy groups that parade as “think tanks” and with which power brokers now frequently affiliate. These entities also sometimes have murky sponsorship.

And PR firms take full advantage of all this. Qorvis, about which we will hear more shortly, executed a scheme in 2004 on behalf of a client, AIG, which claimed to know nothing of the plan. Qorvis had contacted a booking agency, hoping to find influential voices in finance that might be paid to criticize New York Attorney General Eliot Spitzer, who was probing the industry. According to PR Week and the New York Times, the e-mails mentioned a possible “$25,000 retainer, and $10,000 for opinion articles or TV appearances” for willing hands.37

An outlet as eminent as the New York Times may still have the wherewithal to get to the bottom of sponsorship in its reporting, but one can only imagine the struggle for a typically more harried and far less experienced television news team, whose daily job entails many other tasks beyond the actual reporting of a story or the vetting of a guest. It is easy to see why seasoned power brokers can so easily, and so frequently do, exploit the TV airwaves.

GUTTING ACCOUNTABILITY JOURNALISM

TV, like the entire old-media universe, is being slammed by the advent of the Internet. The entire field of journalism has been severely weakened by the emergence of cheap digital content.

What not long ago in the United States was a profession dominated by, say, a few dozen well-respected institutions (even though some may have had a partisan slant) has become atomized and fractured. The global rise of the Internet allowed a profusion of low-cost content to crowd out investigative reporting—not only at national levels, but at local ones as well. Ad revenue fell as the defection from print to Internet accelerated, and media companies began contracting. This trend predated the financial crisis of 2008, but when the economy detonated that year, layoffs in “old media”—television, newspapers, and magazines—exploded. There has been a steady hemorrhage of talent even at outlets with venerable histories.

Tellingly, the four reporters with sizable Twitter followings mentioned earlier have more followers than the entire daily print readership of the New York Times, which in 2013 stood at around 732,000.38

We should indeed be concerned about this bloodletting. The quality and integrity of traditional media still matters, even if it might seem that new media prevails. Even if consumers get their news through digital means, whatever device they use, they still tend to choose and share news stories that originate from mainstream or “legacy” outlets, according to the Pew Center’s survey of 2012 news habits. But digital doesn’t pay the newsroom bills, and these organizations are cracking at the seams.39

A related problem is that digital consumers can pick and choose what news they want to read and can ignore—even miss noticing—what might not be of interest to them but is nonetheless important. The old journalistic formula—who, what, where, when, why, and how (space permitting)—has yielded, at least on television news and sometimes in newspapers, to something far simpler: who and what. Where, when, and why take up too much space (or time) and, anyway, are presumed to be common knowledge because of social media. How is seldom covered anymore. It requires investigation, sourcing, fact-checking.

Just how dire is the state of American journalism, especially investigative reporting? Apparently it is a tragedy now worthy of farce. In 2012, on Jon Stewart’s Daily Show, “correspondent” John Oliver set out to investigate the state of investigative journalism. He met reporter Kaj Larsen, a casualty of the near-abolition of CNN’s investigative unit. Larsen, who had reported from various global hotspots and showed himself being waterboarded on television (the point of which was to describe what it felt like—that is, whether it was torture or not, the subject of huge debate at the time), is shown in a new job—a trainer at a Crossfit gym. But it is his second job that is most telling. Larsen is now pitching stories to a fake newsroom, as a consultant to the HBO drama The Newsroom.40 This is, unfortunately, an apt commentary on journalism today.

The massive layoffs and shutdowns in journalism overall in just more than a decade are staggering. As the Pew Center recounts in its 2013 State of the Media Report:41

Estimates for newspaper newsroom cutbacks in 2012 put the industry down 30% since its peak in 2000 and below 40,000 full-time professional employees for the first time since 1978 . . . Time . . . the only major print news weekly left standing, cut roughly 5% of its staff in early 2013 as a part of broader company layoffs.

A rebound is not expected. The Bureau of Labor Statistics assesses that the ranks could fall another 13 percent over the next decade.42

Some journalists have even been rendered obsolete by computers. The Pew Center notes in its 2012 report that “A growing list of media outlets, such as Forbes, use technology by a company called Narrative Science to produce content by way of algorithm, no human reporting necessary.”43 That means the company will use what they call “Artificial Intelligence” computer programs to amass and assess data, and take it a step further and actually create the narrative from the data. When you read something and think “a virtual robot could have written this,” these days, you might actually be right.

Performing for the Public?

Consider one seemingly ready-made narrative that flourished after the selection of Mary Jo White in early 2013 to chair the U.S. Securities and Exchange Commission. In naming White, the Obama White House appeared to be blasting one very loud message—“we are getting tough on Wall Street.” The descriptions usually affixed to the former U.S. prosecutor in New York are ones like these: relentless, hard-charging, gutsy. One New York Times editorial praised her record as “formidable” and lauded her “toughness, tenacity and aggressiveness.”44

Who better to clean up Wall Street than the fearless dynamo barely five feet tall who pursued terrorists and mobster John Gotti? What she lacks in height, the narrative goes, she makes up for with chutzpah. When the SEC in November 2013 secured a guilty plea in the insider trading case against hedge fund giant SAC Capital, one of White’s predecessors, Arthur Levitt, Jr., called her a “rock star” in an interview with Bloomberg News:45

This is real theater. This is David vs. Goliath. Little Mary Jo White takes on great big Stevie Cohen and not just for a day or a week or a month, but for years and her tenacity, her toughness has delivered what a great SEC chairman should deliver. It’s an admission of guilt at long last that she has brought to the SEC, and it hasn’t had that in 30 years.

On closer inspection, though, the fearsome “Little Mary Jo” narrative muddles somewhat, and we are fortunate that a handful of reporters still go beyond the simulacra. For one, when White joined the SEC, it was mostly her prosecutorial prowess that was trumpeted, with clips of the press conferences announcing indictments of people such as Omar Abdel-Rahman, the “Blind Sheikh.” But there was little mention of her private-sector work—white-collar criminal defense and, yes, SEC cases at a law firm long favored by Wall Street, Debevoise & Plimpton—that netted her millions over several decades.46 (The firm represented the insurance colossus AIG and “too big to fail” banks and investment firms, including Goldman Sachs. Her team helped former Bank of America CEO Kenneth Lewis and was hired by Morgan Stanley’s board to help chairman John Mack.47)

Defenders like former SEC chairman Levitt say that, since her appointment, she has proven that she can zealously prosecute and extract once-unheard-of admissions of guilt from several bad actors. Columbia University journalism professor and New Yorker staff writer Nicholas Lemann notes the effect White’s efforts have been having: “During this run of cases, the S.E.C. was on the front pages almost every day. The news reinforced the perception that, under White, the S.E.C. had grown fangs.”48

But, Lemann cautions, what if the fangs are needed elsewhere? He, for one, thinks that they are, notably in the fight over the nitty-gritty of the Dodd-Frank financial-reform legislation passed in 2010.49 He explains:

Enforcement is onstage, regulation is backstage. [L]ittle-noticed changes in laws and regulations were far more important in causing the 2008 crash than was law-breaking by the heads of the financial industry. The . . . industry is intensely engaged in trying to shape these [Dodd-Frank] rules, while the rest of the country has lost interest. The economy is in better shape. Prosecution is retrospective, and narratively riveting. Regulation is prospective, and boring and technical. It’s entirely possible for the government to become a tougher prosecutor and a more lax regulator at the same time.

The Nation agrees with this assessment, zeroing in on the “. . . stealthy work of battalions of regulatory lawyers”:50

[A] kind of ground war has been going on for almost three years, with the regulators waging hand-to-hand combat to defend every clause and comma in Dodd-Frank, and the lawyers fighting to insert any loophole they can to protect their clients’ extraordinary profits. . . . And if a regulator ever succeeds in publishing a rule . . . then brace yourself for . . . “Defcon 4”: the bankers take the regulator to court, hiring the likes of Eugene Scalia [son of the Supreme Court Justice], who has carved out a lucrative niche blocking such rules on technicalities. . . . Three years after Dodd-Frank was passed, only 148 of the 398 rules requiring action by regulators have been finalized, and draft versions have yet to be submitted for half of the remainder.

Thus, White’s performances serve to distract us from the important but less-“sexy” issue of regulation by providing a sense of progress on the financial-reform front. Sidetracked by appearances, we risk missing the fight over all-important rules changes.

Brain Drain and Strain

Puncturing the kind of narrative bubble that surround Mary Jo White and financial regulation more broadly is the crucial task of holding the powerful accountable. But there are fewer and fewer reporters to do the job.

The decline in investigative reporting in particular (not just in journalism overall) is harder to parse, in part because, as the American Journalism Review points out, plenty of investigative journalism happens within a particular beat.51 For instance, the Boston Globe’s Bryan Bender is primarily a national security journalist, and yet he did an extensive investigation on retired generals and the influence they continue to brandish and profit from in their very active post-military careers. If he lost his job, would he be officially counted as a loss for investigative journalism? Perhaps not, but he should be. And there are many others like him.52

This brain drain has a pernicious effect on the public good, for reasons both obvious and more subtle. It’s easy to see that the simple loss of manpower means that fewer reporters will be granted the extensive time needed for connecting the dots, sorting through the agendas of power brokers, and finding connections among them.

There’s also the increasing strain on reporters who are now expected to “perform” across social-media platforms to generate more and more pageviews and eyeballs. As a result, according to a 2010 Pew report, journalists are “. . . focusing more time on disseminating information and somewhat less on gathering it, making news people more reactive and less proactive.”53

Some journalists are plainly spread thin across these platforms. Others have created their own quasi-independent power centers. Some journalists and many opinion writers have established such large and engaged followings that they seem at this point almost like adjunct news outlets to the bigger mothership; it’s hard to fathom that Nicholas Kristof, New York Times columnist, would lose much of his 600,000-strong Facebook readership were he to depart from the Times. This certainly has accountability implications. Journalists know they need to have a heavy social-media presence; when they get that presence, they have both their own power and that of the old-media institution that pays their salary. But if a journalist acts on behalf of some unknown interest while on social media, that old-media institution can always distance itself by insisting that it never has complete control of what journalists say on Twitter or Facebook.

By 2013, Pew’s annual report was far more stark, describing how a “continued erosion of news reporting resources converged with growing opportunities for those in politics, government agencies, companies and others to take their messages directly to the public.”54 Some of their examples:55

The government of Malaysia was recently discovered to have bankrolled propaganda that appeared in several major U.S. outlets under columnists’ bylines. A number of news organizations, including The Associated Press, recently carried a fake press release about Google that came from a PR distribution site that promises clients it will reach “top media outlets.” And recently, journalist David Cay Johnston, in writing about a pitch from one corporate marketer that included a “vacation reward” for running his stories, remarked, “Journalists get lots of pitches like this these days, which is partly a reflection of how the number of journalists has shriveled while the number of publicists has grown.”

This combination of performance-driven personalized media and the decimation of traditional media means that power brokers can now spin their agendas with many fewer journalists standing in the way to challenge them. The new media platform has squeezed out the old gatekeepers and, at the same time, provided those in power with inexpensive and easily exploitable new venues to press their interests. And as journalists either leave the profession or broaden their professional mandate, they risk aiding or aping the very power brokers they might once have held to account.

THE JOURNALISM-TO-PR MIGRATION

That growth in publicity brings us to an often-overlooked area of the old media’s implosion: Where do all the downsized journalists go? One unscientific survey of nearly six hundred self-described laid-off journalists found that just six percent of them remained in journalism, a profession that inculcates its practitioners with commitment to objective truth.56 Of course, some journalists fall far short of this ideal, but the profession overall has a strong public-interest ethos that is supported at an institutional level at well-regarded outlets. This means that the loss of professional journalists—in absolute terms—is surely a loss to the public interest.

While former CNN reporter Larsen is now finding opportunity in Hollywood, many laid-off journalists find themselves aiding those with money and power, the very forces they might have helped keep in check as reporters. They end up on the other side of the press release—in public relations, what the chairwoman and chief executive of the Public Relations Society of America called in 2011 the “great journalism-to-PR migration.”57 ProPublica, a nonprofit journalism outlet, and the Columbia Journalism Review, the premier American magazine of journalism criticism, jointly reported on this migration in 2011 and found it worrisome, to say the least.

Reporter John Sullivan writes: “As PR becomes ascendant, private and government interests become more able to generate, filter, distort, and dominate the public debate, and to do so without the public knowing it.”58 He cites research in The Death and Life of American Journalism, which assessed labor statistics and found that in 1980, for every hundred thousand Americans, there were forty-five people in public relations and thirty-six journalists. By 2008, it was ninety PR people and twenty-five journalists. That gap has likely widened since 2008, amid further journalism layoffs.59 And these statistics actually understate the divide between the persuaders and those who might hold them to account: that’s because, as Sullivan points out, “those figures include only independent public relations agencies—they don’t include PR people who work for big companies, lobbying outfits, advertising agencies, nonprofits, or government.”60

The Strength of Simulacra

It is not just the ever-greater strength in numbers of the PR people as compared with journalists: it is the strength of simulacra à la Jean Baudrillard. In the digital age, the art of persuasion has become more subtle and difficult to detect. Some techniques have been employed and perfected for decades—ghost-writing, planting favorable stories, spin, fomenting doubt without outright denial.61 But the shadow-elite digital age of blurred boundaries is new; so are en masse simulacra in the media/Internet that pervade virtually all arenas.

A classic example can be found at defense giant Raytheon, which hired investigative reporter Chris Hawley in 2012 just weeks after he won a Pulitzer Prize for Investigative Reporting. Here’s how Hawley described his work at Raytheon, so-called “brand journalism,” to a marketing strategist:62

I’m helping to build a news operation. . . . We are working at Raytheon just like an AP beat to find interesting stories and tell the world about them in a way that engages. We have bureau chiefs in all of our four divisions. They have certain products that they want to talk about so we try to find new and interesting ways of exploring those stories. And we refine the story ideas, assign writers and we’re doing a lot of training on editing and getting those stories out.

In other words, Hawley has become a promoter, specializing in media simulacra.

The same marketing strategist expounds on Hawley’s editorial leadership and “checklist approach”:63

Chris has also taken on the role of establishing editorial guidelines for Raytheon and teaching staff about journalism. “We’ve tried to codify the writing and editing process,” he says. “We’ve come up with a checklist approach to writing a web story that goes through everything from selecting if it’s going to be a hard lead story or a soft lead story, right down to which scientific study should I pay attention to when I’m evaluating background information for an article.”

As in many other walks of life, the checklist is now being applied to writing media stories, a subjective art.

A simulacrum is also being created in reverse: venerable journalistic brands have changed their models, to look like—well, not exactly like—traditional news outlets. Forbes allows “business leaders, entrepreneurs, book authors, academics and other topic experts” to expound on their website, as described in a report by Poynter.org. Note the corporatizing language used in the report to describe this “contributed content” model, by Forbes.com’s chief product officer: “incentive-based, entrepreneurial journalism.” This has the result of mixing content from current journalists, ex-journalists, and those who aren’t journalists at all under the same century-old brand name.64

Former journalists are also seizing new opportunities in lobbying firms or advertising agencies. Case in point: ex-Newsweek White House correspondent Richard Wolffe in 2009 appeared on and even guest-hosted an MSNBC program while at the same time serving as a “senior strategist” for a corporate communications firm called Public Strategies. While he was eventually taken to task for this, he got away with it for several months.65

Journalists are also populating nonprofit and government organizations. Additionally, they are finding work at think tanks and advocacy groups (which may or may not be nonprofits), many of which have names with a grassroots feel that aren’t quickly understood as influence groups. Even current journalists are taking roles with these groups and yet are expected to remain (and are often viewed as) objective news purveyors.

And herein lies a more subtle—but still pernicious—effect of journalism’s economic decimation. With salaries pressed and future employment with established media outlets uncertain, working journalists and downsized journalists now often spread themselves professionally to augment their portfolios. These days, the idea that a journalist would operate in a single venue with a single standard of conduct seems as dated as an eight-track tape. The new influence groups mentioned above often can provide income and prestige-generating roles, as can academic appointments and speaking engagements. In this tangle of alliances and commitments to things that aren’t clearly journalism, there is a stronger possibility that objectivity will be diluted and that hard questions will go unasked.

Many prominent journalists have gone on to serve particular agendas in a growing number of think tanks. Of course, reporters are always hungry for access. But with traditional newspapers in free fall, think tanks are able to entice many big names. National defense journalist Nathan Hodge, writing in 2010 for Wired’s Danger Room blog, identified a journalist/think-tank alliance and said it is widespread. Seeing it up close and personal in the national-security and defense realm, he explains the evolution this way:66

The relationship between reporters and think tanks used to be, well, pretty simple. You called up defense expert X for a quote on, say, cost overruns on a stealth fighter jet, and if you were lucky, you’d get something lively. . . . Now . . . [p]rint is dying, newsrooms are shrinking and the media industry is generally in the toilet. Think tanks are starting to become full-time patrons of the news business, and they are bankrolling book projects, blogs and even war reporting. . . . [W]hat does this mean for journalism? When think tanks are often a revolving door for government service, what happens when reporters . . . become office-mates of past or future political appointees? How do you keep national security reporting from becoming an echo chamber of the Beltway policy elite? It’s hard enough giving objective analysis of some policy maven’s ideas, after you two have shared a few cocktails together. Now imagine how much tougher that becomes, when the policy maven is in the next cubicle over.

Ironically, less than six months later, Hodge’s Danger Room colleague Noah Shachtman (now executive editor at the Daily Beast) announced that he was taking a position at the Brookings Institution, while maintaining his editorial presence at Wired. The venerable Brookings does have a good reputation for scholarly independence—even as it is watered down, under pressure as it is to put out constant product, like practically all think tanks these days. And to Shachtman’s credit, he did acknowledge Hodge’s earlier criticism of this very career move. But in trying to allay fears that he might lose objectivity, Shachtman doesn’t quite succeed. “My Brookings bosses have assured me I’m allowed to tool on whoever I’d like at the Institution. They just want me to give that person the heads-up. Seems like a reasonable request.” This raises the possibility that the target of the story, who could be, to use Hodge’s formulation, “in the next cubicle,” might be in a better position to spike the story. Shachtman also strenuously tried to make it clear that funders are well-removed from Brookings’s research, stating in a blog post that “[a]ll a donor can do is give to the Institution’s general fund” rather than a specific project or person. But now, in a corrected version, that line is struck through (but still readable).67

Clearly, the boundaries between journalism and PR have been so breached that the public’s ability to know whom to trust has been seriously compromised.

THE WILD WEST DIGITAL TERRAIN

Think tanks aren’t just hiring journalists. In the new digital terrain, some think tanks are beginning to look very much like news outlets themselves, attempting to adapt in an era where the limited attention span reigns supreme. This rearrangement is one of the countless variations of new forms of journalism and never-before-seen business models emerging from the ashes of the old media. Previously unknown players have leapt to the fore. While many experts praise the spirit of innovation and passion of many new media pioneers, the landscape is truly a Wild West in terms of transparency and accountability. Experts also warn that the creation of new “accountability journalism,” the old investigative reporting in new format, at least for now, comes nowhere near to making up for the destruction of the old.

A former commissioner of the U.S. communications regulatory body, the Federal Communications Commission, was the sole dissenter on the 2011 merger of NBC Universal and Comcast (Comcast was the biggest video and residential Internet services provider in the United States at the time).68 Described as “Mr. Public Citizen” by the Seattle Times, former FCC commissioner Michael Copps spoke late in 2012 with Bill Moyers of PBS:69

The Internet has the potential for a new town square of democracy, paved with broadband bricks. But it’s very, very far from being the reality. . . . The traditional media is a shell of its former self . . . really as hollowed out as [a] Midwestern steel mill, a rust belt steel mill. . . . [T]he new media—there’s wonderful entrepreneurship and experimentation taking place in the new media, but there’s no business plan to support expensive investigative journalism. . . . You just wonder how many stories are going untold, how many of the powerful are being held completely unaccountable for what they did.

Activist/author Astra Taylor calls this new state of journalism “churnalism.” In an interview, she described the term as “the intense pressure to produce and post and to be up-to-the-minute and how that ultimately becomes essential to financial survival for new media outlets.”70

Philanthro-Journalism

This is not to say that some people aren’t trying to revive investigative reporting in the form of the new accountability journalism. Consider “philanthro-journalism.” It certainly sounds noble. Wealthy citizens and foundations, galvanized by the decline of the old media and investigative journalism, are stepping up to help fill the void. Many first-rate reporters are joining its ranks—and this book draws on sources such as ProPublica.

Glenn Greenwald, for instance, who helped break the Edward Snowden bombshell, has joined the ranks of philanthro-journalists. In 2014, Greenwald, along with other investigative journalists/activists, started an online outlet for “fearless, adversarial” journalism supported by a billionaire, eBay founder Pierre Omidyar.71

Greenwald is just the most recent and perhaps best known to make this move. By some estimates, more than a quarter billion dollars has flowed into this area over the past decade.72 But “nonprofit” or “philanthropy” does not necessarily mean no “strings or baggage,” as the American Journalism Review has outlined.73

Simplifying the issue a bit, one can think of it this way: In the old commercial-journalism model, an outlet is struggling to attract a vast readership or viewership to maintain subscription fees and high ad rates. But in nonprofit journalism, an outlet might be free to pursue accountability projects regardless of raw popularity because the readers, in effect, are not paying the bill.

But who is paying the bill, if not readers and advertisers?

In the case of ProPublica, probably the best known of the new nonprofit journalism outlets, the primary early benefactor was one liberal-minded couple: Herb and the late Marion Sandler, California banking billionaires. ProPublica, founded in 2008, has put out a slew of in-depth investigations spanning topics like “dark money” in campaign finance, fracking, the use of drones, and prosecutorial overreach. It was the first digital news outlet to win a Pulitzer Prize. But when the Sandlers themselves came under the investigative lens as the mortgage business exploded, they fought both 60 Minutes and the New York Times strenuously. It appears that the Sandlers indeed were unfairly represented in many respects74; and yet what if they, or other patrons of philanthro-journalism, had deserved intense scrutiny? Would these nonprofit outlets vigorously report on the people underwriting their work?

A Slate writer was quick to raise doubts. Writing in 2009, he noted that “The nonprofit news business . . . is spreading like a midsummer algae bloom. . . . No matter how good the nonprofit operation is, it always ends up sustaining itself with handouts, and handouts come with conditions.”75

How does this nonprofit journalism of handouts differ from the commercial media—say, Rupert Murdoch and his vast news empire—we might ask? Nonprofit journalism appears more “neutral.” Yet, as we saw in earlier chapters, influence and funding are often obscured. Given the proliferation of nonprofits that range from pharmaceutical companies dressed up as patient-led advocacy organizations to energy companies parading as grassroots organizations, they can be much less transparent.

The Pew Center took up the issue in 2011. After an initial look at forty-six sites that fit the nonprofit model, representing news sites that skew both liberal and conservative, it found one key issue in common: a real lack of transparency about the true source of funding. “While they may have been forthcoming about who their direct funders were, often the funders themselves were much less clear about their own sources of income. This effectively made the first level of transparency incomplete and shielded the actual financing behind the news site. The chief funders listed for nearly two-thirds of the sites studied—twenty-eight in all—did not disclose where their money came from.”76

The sites also tended to produce material that mirrored the ideology of their benefactors, despite presenting themselves as serving the civic-minded role that traditional media (warts and all) once held. One example involved an online news/advocacy outlet called the Fiscal Times, devoted to monitoring America’s budget deficit. The Fiscal Times is backed by longtime deficit hawk and billionaire Pete Peterson, who founded the advocacy group Concord Coalition. In 2009, the Washington Post ran a story in partnership with this “news” outlet. The article argued that there was apparent growing support for action on the deficit, mentioning the Concord Coalition, while failing to mention that both the Fiscal Times and the Concord Coalition are funded by Peterson. (Interestingly, part of the Washington Post’s defense of its omission when this came to light was that the two writers of the piece were “veteran” journalists, including one who had previously worked at the Post.77 This is another case of the complications involved when old-school journalists find jobs at novel, boundary-defying outlets.)

It is telling that the biggest contributor to journalism among American foundations, the Knight Foundation—the philanthropic arm of the once powerful Knight-Ridder family news empire—has rolled with the times. Rather than focus on the loss of old-school journalism, Knight has wholeheartedly embraced the new model. In a paper called “From Journalism to Information: The Transformation of the Knight Foundation and News Innovation,” a professor who studied Knight’s involvement reported that “the Knight Foundation has sought to change journalism by renegotiating its boundaries. Namely, by downplaying its own historical emphasis on professionalism, the foundation has embraced openness to outside influence—that is, the wisdom of the crowd, citizen participation, and a broader definition of ‘news.’”78

There are, however, genuine bright spots. Organizations and initiatives started by the investigative reporter Charles Lewis, and funded by an array of foundations, other institutional donors, and private donations, are among them. Since 1989, when Lewis founded the Center for Public Integrity, it has published hundreds of investigative works, many of them game-changers.79 Lewis also founded the Center’s International Consortium of Investigative Journalists (ICIJ), which became the “first global website devoted to international exposés,” according to the Encyclopedia of Journalism.80 In 2013, ICIJ boasted some 175 journalists in more than sixty countries, often collaborating across boundaries. That year, the Consortium published a ground-breaking series of articles on offshore financial havens.81

The Center for Public Integrity, the first of Lewis’s initiatives, was founded years before the stripping of investigative journalism. To an ordinary, or younger, reader, a worthy and well-established organization like the Center for Public Integrity might well (unfortunately) be lumped in with newer, murky philanthro-journalism enterprises.

While philanthro-journalism may be an obvious step in the United States, with its long tradition of charitable giving, it is by no means confined to America. Some of the earliest incarnations appeared in eastern Europe after the Cold War, with support from George Soros’s Open Society foundation (about which we will hear more in Chapter 7), which sought to bring a free press to parts of the region that didn’t have that tradition. In the present decade, philanthro-journalism has broadened its reach to include Britain and Australia, where, according to The Economist, “regulators and politicians have fretted about the decline of old-fashioned media without doing much about it.”82

All in all, philanthro-journalism is a mixed bag. One journalist who attempted to study foundation-supported journalism came to this deadpan conclusion: “For the most part we have the foundations’ own glossy reports to go upon.”83 Despite the troubling relationship with transparency, many entities, from think tanks to foundations, have decided that philanthro-journalism is the way to go. And they are not alone. But when it comes to the transparency on which accountability depends, there may be nearly as much peril as promise.

Digital Cowboys

The Netflix-made original series House of Cards that premiered in 2012 captures the zeitgeist of our era. The young, story-breaking, boundary-pushing reporter Zoe Barnes effectively gives up an old-media job for the edgy political site “Slugline.” (She later persuades her established newsroom rival to ditch her own high-prestige perch for “Slugline” as well.) As the Barnes character says, “Everyone’s a free agent, they write whatever they want, wherever they are. Most people write from their phones.” Her new editor tells her “If eight minutes passes on anything, I get bored. . . . In eight minutes, I could be bored with you.” Speed is king and editing be damned. The new boss tells her “You don’t have to send me things before you post. The goal here is for everyone to post things faster than I have a chance to read ’em. If you’re satisfied with the article, just put it up.”84

One might think, or hope, that Barnes’s former employer would sneer disapprovingly. But the chic publisher knows she sits atop a dinosaur, telling the editor who once supervised Barnes “We don’t need people who follow the rules; we need people with personality.”

There’s no shortage of personality in digital journalism; but rules, or standards? You’ll need to look hard to find many of those. That’s probably because seemingly endless permutations of new-media journalism now populate the Web. It would be impossible to catalog all of them, but here are some characteristic forms:

You have professionals striking out on their own, some former beat reporters who’ve created niche blogs that “go deep” in their field of interest. Others have “personality” or a “brand,” like the popular blogger Andrew Sullivan, who left the Daily Beast and sought his own subscribers. Other high-profile journalists who’ve left the mothership of more traditional media include Ezra Klein, who generated considerable buzz with his WonkBlog at the Washington Post. He, along with Slate blogger Matthew Yglesias and colleagues from the Post, left in 2014 to a new venture for Vox Media.85 Statistical whiz Nate Silver became a star for calling with near total accuracy the outcome of the 2012 midterm elections. Rather than digging in with the New York Times, which was licensing his FiveThirtyEight blog, he chose to move to the sports channel ESPN. While Silver’s background in baseball statistics and predictions render his choice perhaps less radical than it might have been coming from other media people, it’s worth noting that very few journalists in his situation would have made the same decision twenty years ago. Also noteworthy is Silver’s metric success, a sign of the triumph of numbers over words discussed in the last chapter. Some critics say he has taken metrics too far and leaves analysis and creativity out of the picture. As New York Times columnist Paul Krugman commented, “. . . data never tell a story on their own.”86

Digital technology has also allowed citizen journalism to flourish. The Pew Center examined the trend in the United States in 2010 and noted growth and creativity among citizen-journalists, particularly at the local level. At the national level, it was a “citizen-journalist” who captured one of the most controversial lines uttered by candidate Barack Obama in the 2008 presidential campaign, that some small-town voters might be “bitter; they cling to guns or religion.”87 And it was an amateur who in 2013 helped prove that chemical weapons had been used in Syria.88

Around the world, citizen-journalists (or just plain citizens) have been credited with sparking revolutions. Citizens were able to “evad[e] the censors in Iran and communicat[e] from the earthquake disaster zone in Haiti,” according to Pew.89 Citizen-journalists helped spread information through social media during the Arab Spring uprisings across the Middle East, as well as during the Occupy Wall Street protests.

But along with the reality of online communication often comes a fantasy. There is a propensity, particularly among the social-media–fetishizing young, to credit social media with what it is constitutionally incapable of: expunging memory and wiping history clean. Getting the message out and putting crowds in the streets do not, on their own, change the system or society. (Witness, for instance, the return of the generals in Egypt within just one short year of the democratic election that followed the Arab Spring.) Rah-rah social media too often goes hand in hand with a dangerous ahistorical clean-slate view of the world.

And so-called “pro-am” collaborations continue to spring up, with amateurs providing source materials or working in a more active way with the professionals who can use their outlet to widely disseminate the story or information. One example is the liberal activist site Alternet and its “Bubble Barons” project, which called on citizens to help build more complete profiles and trace the connections of sixty-seven selected billionaires.90

There are obvious benefits to more open participation in journalism through digital technology. Many believe that the old media have been corrupted by their proximity to power, and with good reason. A spectacular example is that of the New York Times reporter Judith Miller. A solid case has been made that Miller acted not as a journalist but as a bullhorn for a George W. Bush administration bent on war with Iraq, and Miller eventually resigned.91

Regular people who don’t derive their salary and status from access to newsmakers and power brokers may be more likely to challenge them. Amateurs also might be more likely to avoid the group-think and attachment to narrative that can happen within, say, the White House or Pentagon press corps. The blogosphere and, increasingly, Twitter users can serve as on-the-spot fact-checkers and truth-squadders.

But there are serious concerns with digital cowboys. Former beat reporters or ordinary citizens who create niche blogs are bound to be targeted by companies and interest groups related to that topic in hopes of getting their message out. Influence groups hire social-media specialists, and it can be hard to tell the difference between someone attempting to be objective and someone working an agenda. Certainly there is no uniform code of conduct among people putting out “information” or their own self-styled “news” in hopes of reaching the public. There’s really no way to discern motive or source of funding, unless an individual decides to disclose them, and there’s no institution enforcing ethics. In other words, accountability is not part of the latticework.

In dissing public institutions like the old media and opting for self-assemblage, we have seeded a muddled model. Consider Julian Assange, probably the best-known digital cowboy, and his document-revealing WikiLeaks. He encapsulates the promise of the age—and yet provides a case study in unaccountability and what can go awry with nontraditional “truth-seekers.” Assange is a declared combatant in information warfare: a high-tech vigilante committed to radical transparency in governance. Several years before Edward Snowden leaked documents to Glenn Greenwald, Assange burst onto the scene in 2010 with his massive leak of Pentagon documents involving America’s wars and sensitive diplomatic relations. He was immediately hailed by many on the left as journalism’s savior. But while he demanded transparency from others, there was little or no transparency in his own practices at WikiLeaks. The New Yorker put it this way, well before Assange ran into legal trouble: “Soon enough, Assange must confront the paradox of his creation: the thing that he seems to detest most—power without accountability—is encoded in the site’s DNA, and will only become more pronounced as WikiLeaks evolves into a real institution.”92

It quickly became clear that there never was and perhaps never will be a “real institution.” WikiLeaks is synonymous with one figure—Julian Assange—and Assange himself is deeply problematic. With the lack of an institution comes the lack of standards and principles according to which events are deemed newsworthy. In their absence, the choice of what documents to release becomes an idiosyncratic decision. Assange’s dealings have been so contentious that the New York Times ran a critical profile of him, describing “. . . erratic and imperious behavior, and a nearly delusional grandeur” the same day it released a massive leak of Iraq war documents.93 The Times also chose not to link to WikiLeaks’s own site. It said this was not intended as a slight, but because it wasn’t sure that Assange had taken care (or perhaps didn’t have the expertise or knowledge) to redact enough names or other revealing details that could endanger lives.94

Assange, of course, embodies the full panoply of pros and cons of this new era of media/Internet. He has the passion and technical savvy that many, if not most, of the lumbering media giants lack. (And he does deserve some credit for helping foster the ambitions of Edward Snowden, who “broke the biggest story of the last five years,” as one media analyst put it.) But objectivity and transparency are scarcely to be found in his operation, functioning as he does without standards of practice or clear lines of accountability. For instance, his “hactivism” is focused almost entirely on the United States and Western targets, not much on deserving places like China or Russia. And by turning WikiLeaks into a vanity project, he has failed to create an institution with a broad bench of support that could live on without him. His personal legal troubles have muddied the enterprise’s ostensible ideals. So what might have been a group committed to more open government and policymaking has devolved into a cross between an international thriller, a scandal investigation (involving allegations of sexual abuse), and a study in grandiosity.

WHEN POWER BROKERS RUSH IN

Power brokers have ridden the tides of change created by the destruction of the old media and the rise of the media/Internet behemoth. Shadow elites, shadow lobbyists, and their fellows have simultaneously exploited both developments.

Colonizing the Internet

Consider this tweet:

The IDF has begun a widespread campaign on terror sites & operatives in the #Gaza Strip, chief among them #Hamas & Islamic Jihad targets.

—Israeli Defense Forces Twitter feed

(@IDFSpokesperson), November 12, 2012

This was surely the first-ever war declared on Twitter—and likely not the last. In November 2012, Israel and Hamas used their respective Twitter feeds (@IDFSpokesperson and @AlqassamBrigade) to battle in real time for hearts and minds, while the actual blood-and-guts battle was being waged in Gaza. This was just the latest—and perhaps the most dramatic—case of powerful forces able to present their side, free of context and unimpeded by reporter-gatekeepers.

The pace of branding by powerful forces in digital and social media has evolved so fast that most of us barely have time to consider where the “information” cited comes from or the context in which it was crafted, let alone the implications. So much for the golden age of transparency.

A politician or influencer who didn’t have a Twitter feed these days would be seen as a relic or an eccentric—if he even existed.

How might the digital media look these days if there had been no reduction in the old media? A former executive editor of the Washington Post speculates that the digital landscape would be mushrooming even if the old media were still intact. “There still would be growth in the ability of public relations people to directly reach the public,” he assessed. “They are filling a space that has been created digitally.”95

The digital age has lent new qualities and possibilities to branding and enabled it to push its message (and burnish its reputation) in ways never before possible, such as reputational rebranding and “search-engine optimization.” Unlike the old microfiche, the digital record can be manipulated if you have enough cash.

Branding used to be confined to the corporate world. Now it is also used by political message-makers, aiming to create a look and feel that consumers identify with intuitively. False intimacy is the hallmark of the game. When power brokers (or their paid staff) tweet with emoticons or tell their “followers” that it’s their kid’s birthday, they’re really selling their brand—and the narratives and “facts” attached to the brand.

Armed with more financial resources, power brokers can spread their self-serving messages easily by gaming search results on Internet searches. They can hire firms to engage in search-engine optimization, meaning their message will come up very high when people search their name or company. Getting good placement in what might look like so-called “organic search” is far more insidious than simply placing an ad that looks like, well, an ad.

Consider that, in the old days, an influence group might purchase a full-page newspaper ad. To a reader, it would be clear that this was put out by a group with an agenda. But it’s much less clear if you, a citizen of today, are Googling something, and an influencer’s message just happens to appear on the very top of the screen, or close to it.

While the Internet is frequently touted as democratizing, that enthusiasm should be tempered by the fact that what we see and read online is often manipulated by those with the cash and the power. Amid such lack of transparency, where can the accountability be?

DARK ARTS

It’s not just that the new media create new openings: it’s that PR operatives actively work the openings.

How does a state-of-the-art PR firm use novel tools and venues to launder, say, the reputation of a client, without the public suspecting that there might be anything amiss? As we saw in Chapter 3, shadow lobbyists working on behalf of foreign governments that seek to press their case in the United States focus their ingenuity on the media, thereby eliding problems of access to policymakers posed by legal and other restrictions.

Journalist Ken Silverstein pulled off a sting against two foreign lobbying shops in 2007 when he exposed company operatives intent on burnishing the image of Turkmenistan. According to Silverstein, they promised to “. . . plant opinion pieces in newspapers under the names of academics and think-tank experts they would recruit. They even offered to set up supposedly ‘independent’ media events in Washington that would promote Turkmenistan (the agenda and speakers would actually be determined by the lobbyists).”96

Two other PR firms—Washington-based Qorvis and U.K.-based Bell Pottinger—excel at laundering influence to make the system all but unaccountable. From gaming search results, to posting third-party blogs that appear independent, to setting up mouthpieces for dictators cloaked in benevolent-sounding organizations, all are designed to deceive. Of course, these are only two such firms in a much larger universe.

First, take Qorvis, founded in 2000 and staffed by some of Washington’s finest who not only know the name of the game but have written its rules: a former member of the Bush White House communications team; several former journalists and veteran PR hands; a former senior Capitol Hill legislative assistant; a former top senatorial policy and communications adviser; and a former State Department official touted by Washington Life as one of D.C.’s most influential people under the age of forty.97 Another Qorvis partner was the subject of an Atlantic piece that called him “the Jedi Master to television pundits” for training his clients on their TV appearances.98 The Atlantic made only a cursory mention eight paragraphs in that Qorvis represents Saudi Arabia, side by side with the likes of Ringling Bros. and Barnum & Bailey, and Disney On Ice. Yet Qorvis represents some very unsavory regimes. And the Saudi Kingdom is just one of the questionable regimes Qorvis represents.

Qorvis itself makes a show on its website of listing the repressive governments on its client list as if the firm is transparent.99 And, in an obvious simulacrum, the descriptions of what it does read more as if it were in the business of democracy-promotion than state-of-the-art spinning. Here’s how the company describes its work for Bahrain, which began cracking down on opposition protestors in 2011:100

Qorvis’ ultimate responsibility is to assist Bahrain with the peaceful resolution of its domestic challenges and bringing economic prosperity, development and stability for all citizens through positive and proactive communications.

Or Fiji, which has been the target of human-rights activists since the 2006 military coup:101

The Government, under the leadership of Prime Minister Josaia Voreqe Bainimarama, is currently in the process of drafting a new constitution, one that will enable the country’s first-ever truly democratic elections: one person, one vote, one value.

What Qorvis has done in both cases is to harness the supposedly democratizing power of the Internet to help whitewash the repressive activities of its cash-flush clients. More on that in a moment, but first let’s take a look back at the beginnings of “rogue”-regime PR.

“The Saudis were the first to get this new era of P.R.,” says the editor of the top trade magazine O’Dwyer’s Public Relations.102 Saudi nationals played an outsized role in the September 11, 2001 attack—fifteen out of nineteen hijackers were Saudis and, of course, bin Laden himself was part of a sprawling family with a construction business and close ties to the House of Saud. The Kingdom sought PR help after the attack, and one firm it turned to was Qorvis. The reported $14 million contract and an ensuing radio-ad campaign apparently led at least one partner to leave the firm.103

Qorvis took on other clients, sometimes in association with Bell Pottinger, including Mubarak’s Egypt, Yemen and its then dictator Ali Abdullah Saleh, and Equatorial Guinea under despot Teodoro Obiang.104 Equatorial Guinea is no longer listed as a Qorvis client, but Sri Lanka, Saudi Arabia, Fiji, and Bahrain still are.

Stealth programs, this time on behalf of the Bahrainis, include use of the Internet and social media. In one incident, Bahraini opposition protestor Maryam al-Khawaja appeared at the Oslo Freedom Forum to decry the alleged torture and disappearance of fellow activists. The president of the Human Rights Foundation described what happened next:105

Within minutes of Maryam’s speech (streamed live online) the global Bahraini P.R. machine went into dramatic overdrive. A tightly organized ring of Twitter accounts began to unleash hundreds of tweets accusing Maryam of being an extremist, a liar, and a servant of Iran.

The president of the foundation pinned the blame on Qorvis. Journalist Tom Squitieri played a role: he penned three pro-government pieces in the Huffington Post over a nearly three-week period in 2011, noting vaguely that he was “working with the Bahrain government on media awareness.”106 There was no mention of Squitieri’s employment by Qorvis. Salon pointed out that similar posts appeared on Squitieri’s blog (which was active as of the end of 2013) on the Foreign Policy Association website. Links to these pieces could still be found on his Twitter feed as of May 2014 (again, no mention of his Qorvis connection). But now when you click on these links, they no longer work. Various other pro-Bahrain tweets were still visible as of that date.107

Squitieri’s name also surfaced in an ugly spat between Qorvis and Wikipedia in 2013. According to the Daily Dot, which covers online communities:108

Wikipedians accuse Qorvis of employing a small crew of sockpuppets—multiple accounts owned by the same user to deceptively orchestrate an editing bloc—to fan out across the free encyclopedia and attempt to whitewash the pages of its clients. . . . Wikipedia user “Sacoca” allegedly runs a string of five accounts that remove negative information and add PR fluff. . . . The Sacoca account is almost certainly run by Tom Squitieri. One of the alleged Sacoca sockpuppets, Harriet888 only edits the Qorvis page, adding information about current staff and awards and honors—and allegedly scrubbing it of any negative information, like hiding negative information about Bahrain. . . . This seems a strange obsession for someone to have, if they indeed have nothing to do with Qorvis.

A Qorvis partner later told the Daily Dot: “[Qorvis] employees may edit Wikipedia and they may not, but we have no corporate policy or interest in making this some kind of profit making venture.”109

Qorvis’s sometime collaborator, Bell Pottinger, also employs “all sorts of dark arts” (their words) on the Internet. These include editing Wikipedia entries deemed damaging; setting up third-party blogs that also appear independent and use words that would come up high in Google searches; and a general gaming of search results to “. . . drown out that negative content and make sure that you have positive content out there online.”110

Because it operates in the United States, Qorvis is required to identify its foreign clients and certain activities to the Justice Department. And yet disclosure requirements hardly guarantee transparency. Are the documents filed with Justice a true disclosure, or only a performance of disclosure? Qorvis, and other firms like them, can perform the checklist and be done with it, following the letter of the law. Meanwhile, the time lag between activities and filing make disclosure and lobbying very hard for potential overseers or the public to parse.

When you look at Qorvis’s Justice Department disclosures, you can see a continuous flow of press releases itemized and billed to Bahrain. An unnamed lobbyist tells Silverstein about a blizzard of such releases:

Qorvis’ releases are pure propaganda and it doesn’t even bother flogging them to journalists. . . . They just trot the stuff out so there’s something else to read on Google when one of their clients fucks up.

The Qorvis blizzard isn’t about persuasion, Silverstein assesses: it is about plain old digital obfuscation:111

Such releases are not aimed directly at public opinion so much as at Google and other search engines. A steady stream of press releases serves to push news stories lower in search engine returns; when it comes to Qorvis’ clients, the news is almost invariably bad so burying it makes sense.

Qorvis has also used cyber-trickery in its work for Fiji. After spotting a piece in the Huffington Post written by the country’s repressive military leader, a journalist noticed what she called an “exploding internet and social media presence” for Fiji that included what appeared to be “flogging” (fake blogging), tweeting, and another blizzard of press releases.112

Not everyone in the PR world has accepted this kind of business. In 2011, one unnamed former Qorvis insider said this to a Huffington Post writer: “I just have trouble working with despotic dictators killing their own people. . . . These scumbags will pay whatever you want.”113 It does raise the question: How do the employees of firms representing so-called “black hat” clients justify their work? Obviously some, like this former staffer, cannot.

Still, once again, the firms’ first line of defense is the claim that they are enlightening their clients. One lobbyist told Newsweek that he helped “move the ball forward on human rights” when he was in charge of the Equatorial Guinea account for Cassidy & Associates, one of the firms that were the targets of the Silverstein sting.114 This was the argument made many times by the organization, as well as by the high-flying players it (in most cases) hired to serve as stealth persuaders.

In any event, these PR campaigns are designed to obfuscate, confuse, and launder influence. How can we, the public, evaluate where the truth lies?

THE LIMITATIONS OF DIY

As methods often beyond our ken are at work, we are swayed by influence-laundering and downright deception subtly masquerading as something else. Meanwhile, as we assemble our own (sometimes “truthy”) realities, we can scarcely compete with the onslaught because we can scarcely recognize it. Our act of choosing “Like” or “Share” may give us a feeling of control and even of taking action, a temporary boost of self-satisfaction, perhaps not unlike that of the headless housewife (of the do-it-yourself porn business) offering up her (heretofore) private moments.

And, with DIY all the rage and a cultural perennial—especially in the United States, the land of choice, can-do-ism, and conviction that every public-policy problem has a technological solution—it is easy to be overconfident in our own ease and ability to sort things out.115 It is hard not to be swayed by the folks who pioneer noble experiments and exemplify the DIY cream of the media crop.

Take, for instance, Matthew Yglesias, previously of Slate, a blogger and sometime think-tanker. After Pew released its generally grim 2012 report, Yglesias took the opposite view: that we are in fact in the “glory days” of American journalism for consumers. Here’s his tour of the bountiful offerings now just a click away:116

You don’t need to take my analysis of the Cyprus bank bailout crisis as the last word on the matter: You can quickly and easily find coverage from the New York Times, Wall Street Journal, Financial Times, and the Economist. Or if you don’t want to see your Cyprus news filtered through an America/British lens, you can check out the take of distinguished Greek economist Yanis Varoufakis on his blog. Reuters created an interactive feature that lets you try out different formulae for making the Cypriot haircut work. A pseudonymous London-based fund manager using the name Paweł Morski has offered vital, deeply informed coverage on Twitter and his WordPress site. You can watch a Bloomberg TV interview on the situation with native Cypriot and former Federal Reserve adviser Athanasios Orphanides at your leisure.

Best of all, today’s media ecology lets you add depth and context to the news. Several sources on Twitter recommended to me a 2008 Perry Anderson article in the London Review of Books about the broader sweep of post-independence Cypriot history. Paul Krugman reminds us of the larger issue of small island nations serving as offshore banking hubs and the dilemmas this poses for global financial regulation. He also offers a link to a lengthy IMF report on Cyprus’ economy.

This is great. But how many of us even know the outlets Yglesias references above, aside from, say, the New York Times, Wall Street Journal, Financial Times, and Economist? And what tiny percentage of any population has the time, let alone the savvy or wherewithal, to know where and how to look? The average reader is just that—average. Moreover, Yglesias, a magna cum laude Harvard graduate in philosophy, has been writing since his days spent earning that degree. In his list above, he has chosen almost entirely legacy media sites where the standards are high; most of us who might Google a particular topic aren’t necessarily familiar with these standards and might get one of the gamed results that power brokers pay to put front and center. Yet, as we have seen, more and more people are getting their news through their phone, on the fly, hardly the environment to offer much context. And when news comes from real friends or social-media “friends,” it is they, not necessarily a professional like Yglesias, who are now your editors. Twitter feeds and Facebook pages of influence groups constantly post stories, typically with a quick slant attached. And people now often receive articles that have been aggregated; so even if the original article has the proper disclosures and disclaimers, those can easily get buried as they go through various “shares” and retweets, often given a new slant with each new share.

The fact is that most of us simply do not have the knowledge or the patience to sort through and select sources, nor do we know the quirks of each publication to mitigate being seduced by the above-mentioned gaming of the search system. Practitioners of the dark arts are, of course, trolling for ever-more-sophisticated digital, deceptive ways. They are set up for success: old media have been pounded to within an inch of their lives, and the new media/Internet, despite many noble experiments, are as yet ill equipped to deliver sufficient accountability journalism.

The idea of “churnalism” describes the pressures on the media, and yet I see a broader application: the focus on the short term, the performance, and the use of reductive metrics to measure complex phenomena can be seen in finance, government projects, regulation, think tanks, academia, you name it.

After all, power brokers from all these arenas have rushed in to colonize this cheap, exploitable medium without journalists blocking their way.

And us? We relish feeling in control, but how much of that control and participation is illusory? As we skip the objective middleman (the journalist), the PR person with an agenda, operating beyond our awareness, eagerly takes his place. Will we help move this trend even farther down the path of resembling late-communist messaging? Will we continue to be satisfied with the media telling us what we want to hear—reflecting ourselves back onto ourselves?

The danger is that the control bubble we’ve created, comfortable and cozy as it is, will burst as soon as reality confronts it. It is sure to be short-lived when we experience, firsthand and undeniably, the next manufactured war or the next financial crisis that we didn’t see coming because our privatized/personalized media are unaccountable. Will we, collectively, act to avert this?

If we don’t, any satisfaction the headless housewife might offer by way of distraction will be short-lived indeed.


PART II:

THE NEW CORRUPTION AT WORK

In Part I, we investigated the underpinnings of today’s unaccountability. I laid out how the new corruption works, how it came to pass, and the foundation upon which it rests. We saw its chief protagonists in action.

In this part, we use perspectives from social anthropology to look at unaccountability from another angle, with ways of organizing influence as the point of departure. In the chapters that follow, we see the various and creative ways that unaccountability is organized—how different types of players, swirling in and around consulting firms, “think tanks,” universities, “nonprofits,” “grassroots” organizations, and other entities, construct and coordinate influence to sway policy and public opinion. In short, we see how huge swaths of our ecosystem are rendered unaccountable in today’s world.

Seeing these patterns in action should help you spot similar examples in your own worlds.


CHAPTER 6

Spies, Company Men, and the Melded Company-State

On June 5, 2013, the world woke up to what has been described—by the legend who leaked the Pentagon Papers forty years earlier, no less—as the most significant leak in U.S. history.1 A man just twenty-nine years old who appeared even younger had handed over to the media a batch of bombshell National Security Agency documents detailing covert telephone and e-mail data collection of average citizens. And now he was on the run, a fugitive whose face was soon recognized by millions around the globe.

The first question was “Who is Edward Snowden?” The answer was that he was a system administrator for Booz Allen Hamilton Inc., a huge government contractor based just outside Washington, D.C. For many if not most Americans, the follow-up questions included these: What is Booz Allen? What’s a contractor? How could it happen that a mere contractor could have such seemingly unlimited access to a treasure trove of highly sensitive and volatile classified materials?

A telling fact is that Snowden deliberately chose to work for Booz Allen—a private firm—for the express purpose of gaining access and then leaking American government secrets.2 While he had worked at both the CIA and the NSA, Snowden surely knew that Booz Allen was now as much a part of the government as was the government itself.

As noted earlier, government and governing have undergone a sea change over the past several decades. It happened so quickly and, often, so invisibly—without revolution or public debate—that many Americans still don’t know that a giant workforce has invaded their nation’s capital—one that can undermine the public and national interest from the inside. The fact is that most of the work (upwards of three quarters) of the federal government today is performed not by government bureaucrats but by a vast off-the-books “shadow government”—people hired by the consulting firms, companies, nongovernmental organizations, and “Beltway Bandits” that occupy high-rise bastions in the Washington suburbs. This shadow government has mushroomed; just the cost of services sold to the government more than doubled after 9/11, from 2001 to 2008.3 (In particular, the wary post–9/11 environment greatly expanded the intelligence and security realms of the government—and much, if not most, of this work is done by government contractors.)

Wherever they serve, the workforce invaders are not just cafeteria workers, printers, or gardeners. As we saw in Chapter 1, many perform core government functions such as running intelligence operations, choosing and overseeing other contractors, drafting official documents, and controlling homeland-security databases; this practice has become the rule rather than the exception.4 The result is that many government functions are conducted, and many public priorities and decisions are driven, by private companies and players instead of government agencies and officials who are duty-bound to answer to citizens and sworn to uphold the national interest.5

In this blended atmosphere, new forms of governing are forged that fuse the power of the state with the agendas of companies that are formally “private” but whose business comes exclusively (or nearly so) from the “government” and that are, for all practical purposes, less-accountable subsidiaries of it. A fused system is neither truly one nor the other, lacking both the essential qualities of business (competition) and those of the government (accountability). Blurring these lines by definition challenges accountability. In the most extreme circumstances, accountability virtually goes out the window.

The window, for its part, has become opaque because transparency has gone AWOL too. We are in the “information age,” right? Yet the amassing of information often does not benefit us, the public. The shadow government’s rise is draining the government’s “brain”—meaning its information, expertise, institutional memory, personnel, and practically everything that would enable government not only to know what’s going on, but to oversee its contract employees.6 Information that once was or should be in official hands is being privatized, ceded to government contractors at a time when government agencies have diminished capacity to monitor them, especially in real time.

And while government contractors like Booz Allen, SAIC, and Northrop Grumman are well known, some prefer anonymity. Case in point: Endgame Systems, founded in 2008 to ride the cyber defense tsunami.7 “‘We’ve been very careful not to have a public face on our company,’” wrote a former Endgame vice president to a business colleague. That e-mail surfaced in a WikiLeaks dump and is quoted here from what was reported by Wired magazine. The company’s founder added: “‘We don’t ever want to see our name in a press release.’” As Wired commented, “Endgame is transparently antitransparent.”8 Its anonymity, of course, obscures what is being done in the name of the American people.

In this “antitransparent” company-state, many public priorities and decisions are driven by contractor companies instead of government officials and agencies that must answer to citizens, with officials only signing on the dotted line. In piles of reports from the Government Accountability Office (GAO, the watchdog agency of Congress), inspectors-general audits of agencies, and congressional testimony, investigators have asked whether government has the information, expertise, institutional memory, and personnel to manage contractors—or is it the other way around?9 And who really sets policy—government, or contractors?

These questions are especially pressing when it comes to rapidly expanding portfolios, such as cyber security, a $30 billion annual government business, almost entirely in private hands. Wired calls this the “cyber-industrial complex.”10

As you’ll see from the various examples provided in this chapter, the interface between state and private, and the lack of accountability therein, runs the gamut. There are agencies that are so strapped for expertise and manpower that they contract with companies saddled with glaring conflicts, and provide little or no government monitoring. These firms are often filled with former government workers now earning higher salaries than they would or did with the government and effectively carrying out tasks that should be performed by the agencies themselves.

Aside from contracting, the company-state also encompasses agencies that have mixed mandates, directing them to promote the very industries they are supposed to be regulating. More to the point, businesses aren’t just sidestepping or fighting regulators: their MO is to try to make themselves the de facto regulators of their own activities. As in the case of BP and the oil spill it caused, which we’ll explore later, this can have catastrophic results.

Then there are arenas that have evolved into seamless operations in which government work and core functions are totally meshed with companies (and other “private” entities) in nearly indistinguishable forms. In these cases, “accountability” and the “public interest” seem as anachronistic as the vocabulary of the charmed past.

Consider, for example, Booz Allen.

THE SHADOW INTELLIGENCE COMMUNITY

Booz Allen has been called the “shadow IC (intelligence community)” (by a former CIA deputy director) and “the world’s most profitable spy organization.”11 With the Carlyle Group (a prominent private equity firm) its majority owner, Booz has been at the forefront of the mass explosion of intelligence, “homeland security,” and military contracting-out that followed 9/11.12 In 2008, the company was ranked the “No. 1 Consulting Company by Federal Revenue and a Top 10 contractor for Department of Homeland Security headquarters.”13 With some seventy percent of the U.S. intelligence budget now outsourced, Booz Allen’s operating profits have soared in recent years.14 The company now boasts an annual revenue of nearly $5.8 billion, upwards of half of which derives from U.S. intelligence and military agencies and nearly all of which is from government contracts.15 Keep in mind that in the case of a contractor, their revenue is actually your taxpayer dollars. In the past few years, Booz Allen’s profit margins have grown much faster than the company’s sales would indicate, suggesting that, at least in this aspect of the company-state partnership, the company has the upper hand.16

Based in McLean, Virginia, the consulting giant employs some 24,500 people, the majority in the Washington area.17 Its clients range from the Department of Homeland Security to the Department of Defense and the U.S. Army, to the Internal Revenue Service and the Department of Health and Human Services.

While Edward Snowden was (briefly) part of the Booz rank-and-file, earning $122,000 a year, the Booz Allen leadership is a case study in how melding state and private power can create a black hole of accountability.18

The DNI-Booz Fuse

Let’s consider the relationship that’s emerged between Booz Allen and the nation’s top intelligence official—the Director of National Intelligence (DNI), the position created after 9/11 to integrate what were then deemed dangerously fractured operations of the intelligence community. The DNI heads the Office of the Director of National Intelligence (ODNI), leading and overseeing the work of the U.S. government’s sixteen intelligence agencies and reporting directly to the president.

In 2007, for the first time in the sixty-year life of the intelligence community, a government contractor was appointed to head it.19 When President Bill Clinton’s former NSA director, Vice Admiral (Ret.) John Michael “Mike” McConnell, was named DNI after a decade as vice president at Booz Allen, he was asked what it was like to be back in government. In a telling statement, he unabashedly said to the New York Times that his work as a (Booz Allen) consultant “has allowed me to stay focused on national security and intelligence communities as a strategist and as a consultant. Therefore, in many respects, I never left [government].”20

Indeed.

McConnell is not just spinning through the proverbial revolving door. It’s almost as if the door has disappeared completely. As journalist Glenn Greenwald noted in 2010, several years before he helped break the Snowden revelations:21

It isn’t that people like Mike McConnell move from public office to the private sector and back again. That implies more separation than really exists. At this point, it’s more accurate to view the U.S. Government and these huge industry interests as one gigantic, amalgamated, inseparable entity—with a public division and a private one. When someone like McConnell goes from a top private sector position to a top government post in the same field, it’s more like an intra-corporate re-assignment than it is changing employers. When McConnell serves as DNI, he’s simply in one division of this entity and when he’s at Booz Allen, he’s in another, but it’s all serving the same entity.

“Same entity,” yes. But players earn very different pay depending on their role. When McConnell wears his public hat, he earns less than $250,000 a year; when he puts on his private hat at Booz Allen, that salary jumps at least tenfold. Clearly, that time in public service pays off.22

McConnell has swooped back and forth in swift succession, with one or more roles shoring up his own power and influence, as well as those of his associates, in the next. From 2005 to 2007, while at Booz Allen, he chaired the Intelligence and National Security Alliance (INSA). That industry association later cited its mission as:23

[providing] the intelligence and national security communities with a non-partisan catalyst for public-private partnerships which identify, develop and promote creative solutions through access to committed experts in and out of government.

With one hundred and fifty corporate members and several hundred individual ones, including many former senior intelligence officials and influential academics, INSA’s championing of public-private partnerships promotes the move toward the privatization of intelligence and serves CIA and NSA contractors.24

The prevailing national feeling of the post–9/11 period, of course, was fear and, on the government’s part, the need to protect the populace. McConnell was well placed at the time. In late 2002, he deployed his government connections to secure business for Booz Allen,25 as well as to help ramp up a vast “surveillance state,” according to Shane Harris, author of The Watchers: The Rise of America’s Surveillance State. McConnell helped Admiral John Poindexter, then working in the Pentagon for the Defense Advanced Research Projects Agency (DARPA), to sell and set up the Orwellian, reportedly short-lived, “Total Information Awareness” surveillance program:26

. . . McConnell was prepared to provide “top cover” by talking to senior members [of Congress] and committee staff about TIA. . . . [He] could broach the subject of surveillance laws and regulations with far more credibility and less drama than Poindexter. He had enjoyed an impeccable Navy career, and his name counted for a lot in Washington, particularly among senior members of the Bush administration. He could clear Poindexter’s path. . . . But McConnell didn’t want to stop there. He told Poindexter that he should award Booz the entire TIA contract, letting the company effectively take over the research, testing, and construction of the prototype, a soup-to-nuts arrangement.

McConnell had to settle for a smaller role, a contract of around $8 million, which would still tap into his government connections: as Harris puts it, “Booz . . . would get TIA out of the lab and into the hands of government users . . . McConnell would spread it around. His connections, and those of his company, would pay off after all.”27

Indeed they did. In 2007, as mentioned, he was tapped as DNI. The issue was not whether, but when, McConnell would return to DNI, according to Harris.28 As Harris tells it, McConnell worried that his “ability” (read: power) as DNI would be “limited.” His concerns were abated when he realized he would be surrounded by allies, including “longtime friend” retired Air Force Lieutenant General James R. Clapper, Jr., who also had worked at Booz Allen and who later hired the contractor while he was the head of the National Geospatial-Intelligence Agency: “The proverbial stars had aligned,” writes Harris. “[Then-Defense Secretary Robert] Gates at the Pentagon, ready to help. Clapper coming back [as Gates’s intelligence chief]. [Retired Air Force General Michael] Hayden, a former NSA director and a friend now in charge at the CIA.” Harris reports that McConnell spoke with both Clapper and Gates to ensure their support of himself and his goals.29

Glenn Greenwald, in his 2010 takedown, took aim at McConnell for his activities as DNI, calling him “a perfect symbol for the legalized corruption that dominates Washington” and detailing his efforts to grow intelligence outsourcing:30

As Bush’s DNI, McConnell dramatically expanded the extent to which intelligence functions were outsourced to the same private industry that he long represented. Worse, he became the leading spokesman for demanding full immunity for lawbreaking telecoms for their participation in Bush’s illegal NSA programs—in other words, he exploited “national security” claims and his position as DNI to win the dismissal of lawsuits against the very lawbreaking industry he represented as INSA Chairman, including, almost certainly, Booz Allen itself. Having exploited his position as DNI to lavishly reward and protect the private intelligence industry, he then returns to its loving arms to receive from them lavish personal rewards of his own.31

McConnell was DNI for only two years before leaving for . . . Booz Allen in 2009 “to lead the firm’s Intelligence business,” states the company’s website, as an executive vice president. Two years later, he was promoted to his current position as Booz Allen’s vice chairman.32

And just who was deemed most suited to take over as DNI from McConnell? Why, McConnell’s friend and Booz Allen stalwart, James R. Clapper. His career path mirrors that of McConnell’s. After “retiring” from the military in 1995, Clapper worked at Booz Allen and the government contractor SRA International until 9/11, when he returned to government as head of the National Geospatial-Intelligence Agency.33 Journalist Ken Dilanian, who has connected some of the dots of Clapper’s many and lucrative private-sector postings, details his moves after leaving that government perch in 2006:34

Four months after James R. Clapper left his federal job as head of the National Geospatial-Intelligence Agency in June 2006, he joined the boards of three government contractors, two of which had been doing business with his agency while he was there. . . . In October 2006 he was hired full-time by DFI International, which was trying to boost its consulting with intelligence agencies. In April 2007, when he returned to public service as the chief of the Pentagon’s intelligence programs, DFI paid him a $50,000 bonus on his way out the door, according to his financial disclosure statement. Five months later, DFI landed a contract to advise Clapper’s Pentagon office, though company officials do not recall collecting any revenue from the deal.

Let me point out that the selection of contractors in certain areas is made complex by the notable consolidation of defense companies in recent years and by the fact that, in certain areas of contract “competition,” there can be little competition because very few companies meet the specific requirements of a given contract. Still, how can the public feel confident that Clapper’s office made that choice of contractor for the right reasons? A former DFI official didn’t exactly inspire faith in his recollection of the facts when he told Dilanian “I am almost positive we never saw a dime of work out of this.” The White House insisted Clapper wasn’t directly involved in selecting DFI, and, as is often the case, cited his decades in the military as a sort of all-purpose defense of his integrity.35

Looking at this case involving DFI shouldn’t detract us from the larger picture of Clapper, McConnell, and their allies and their broader push to enhance both their own power and their promotion of contractors to carry out sensitive intelligence work. Like McConnell, Clapper, after five years of working in the contractor world, agitated for enlarging the outsourcing of intelligence. As journalist Tim Shorrock, author of Spies for Hire: The Secret World of Intelligence Outsourcing, wrote in the New York Times:36

In 2000, thanks in part to an advisory committee led by James R. Clapper Jr. . . . the N.S.A. decided to shift away from its in-house development strategy and outsource on a huge scale. The N.S.A.’s headquarters began filling with contractors working for Booz Allen and hundreds of other companies.

And in 2010 confirmation hearings before the Senate Intelligence Committee, Clapper expressed goals similar to McConnell’s. He signaled that he would seek to shore up the clout of the DNI and “push the envelope” to deepen the authority of the intelligence head.37

Although the Office of the DNI technically oversees all U.S. intelligence agencies, its budget and control are restricted, and concerns about a lack of DNI power have surfaced since the position’s inception. A stronger ODNI would be a good thing, some argued. During the hearings, Clapper characterized the surge in contractors as “in some ways a testimony to the ingenuity, innovation and capability of our contractor base.”38 While he said this to the Senate committee, it seems to me that his intended message, and the one most likely understood throughout the intelligence world, is that Clapper planned to consolidate power in the DNI and use his influence to grant contracts and decide on intelligence matters, in and out of government.

I am not arguing that McConnell or Clapper or their fellows are bad or unethical people. And they and their allies will no doubt say they are honorable men who can self-police, as was implied with the White House brandishing Clapper’s decades of military service in his defense. I am arguing that the system in which they are playing—indeed which they are helping to create—hardly has the public interest at the forefront.

Indeed, the accountability—and security—void is vast. When information supposedly of and for government is in private hands, the information, and the power that goes with it, is at risk of being used to serve private agendas, with corporate and private players influencing policy to suit those agendas.39

Budgets are also at risk. There is little evidence that shadow government is a more efficient use of taxpayer dollars, and some evidence that it is not. Case in point: in 2003, Booz Allen landed a $2 million contract to assist the new Homeland Security department, a tab which had exploded to $30 million a year later, and then to $73 million a year after that. Two of those contracts were “no bid,” that is, no competition involved.40

Failing to see the problems, or perhaps willfully ignoring them, politicians perpetrate a scam on Americans that only causes the government—the shadow one—to get bigger and bigger and to deplete traditional government of its lifeblood. The mantra of “small government,” like motherhood and apple pie, has fostered flat-out deception. In an ostensible effort to restrict the size of government, caps have been put on how many civil servants government can hire. But regular Joe still wants his tax refund on time, his prescription drugs proven effective and sound, and his homeland safe. To surmount this impossible situation, both Democratic and Republican administrations have turned increasingly to contractors. Because contractors aren’t counted as part of the federal workforce per se, it looks like government is much smaller than it actually is. This is a farce, like the Potemkin village constructed to make the ruler or the foreigner think that things are rosy. Meanwhile, the budget for government goes up and up, and with it the fortunes of the companies that do the government’s work.

Meanwhile, too, contractors, of course, are not subject to the same rules as civil servants; contractor executives, unlike government leaders, are seldom dragged before congressional committees for hostile questioning when their activities come under fire. We have no easily verifiable way to know how they are actually performing. The only undisputed winners are the contractors themselves.

Surely Mike McConnell is one of the winners. At Booz Allen, McConnell was hired to head up the company’s cyber portfolio, which included a “cyber-solutions network” that connected nine facilities.41 Not surprisingly, he has been one of the leading voices warning about emerging cyber-threats, penning a piece about it in the Washington Post in 2010. But little did he imagine that a cyber-attack of a different sort would come from within his own ranks at Booz Allen, from leaker Edward Snowden.42

After Snowden’s revelations, McConnell’s associate, DNI Clapper, found himself grilled by members of the Senate Select Committee on Intelligence on what Snowden had unleashed. Clapper was asked by Senator Ron Wyden whether “any type of data at all on millions or hundreds of millions of Americans” had been collected by the agency. “No, sir,” was Clapper’s response. “Not wittingly.”43

Senators were astounded by Clapper’s answer, and a half dozen congressmen later accused him of “lying under oath” and called on President Obama to fire him.44

He didn’t. And the fact that a one-time community organizer (Obama) has ensured the continued power of this Booz Allen set, even the expansion of it, indicates something of the deeply entrenched, unaccountable system that we, the public (and by no means only the American public), are up against. Booz Allen operatives have created a self-perpetuating machine, exerting long-term, strategic control and influence. Their leaders embody the company-state—the height of unaccountability to the public.

SHADOW GENERALS

You might have noticed that the two main players discussed above—James Clapper and Mike McConnell—are military men, a “retired” lieutenant general and a “retired” vice admiral.45 While both are in their seventies, they are quite au courant in the conduct of their post-military professional careers.

President Dwight D. Eisenhower was, of course, prophetic when he warned, more than fifty years ago, about the “grave implications” of what he dubbed the military-industrial complex. But even he might be astounded by how the complex has mushroomed since his farewell speech of January 17, 1961, and the role that many esteemed retired generals and other high-ranking officers now play in it.

The military has held public service over personal achievement as its core value. This value now seems at risk in the highest ranks of the U.S. armed forces. Many top players now appear focused on turning themselves into one-man defense-industry moguls, some of them angling for personal rewards even before official retirement. Of course, they retire at a comparatively young age. Still healthy and productive, many want to use the expertise they have acquired over a lifetime and stay in the game. And now, more than ever, given the ballooning of government contracting, incentives are in place for these people to be lured to the private sector for substantially more money—even when performing essentially the same duties as in the government. This sets up a relatively new and accountability-challenging phenomenon.

Times have clearly changed. Senator Jack Reed—a West Point graduate—said this to Bryan Bender of the Boston Globe:46

When I was an officer in the 1970s, most general officers went off to some sunny place and retired. . . . Now the definition of success . . . is to move on and become successful in the business world.

But the business world, as Julia Pfaff, who has served in the military and as executive director of the National Military Family Association, and who now works at George Mason University, tells me, “has a very different core value, one which comes in direct conflict with the long held military value of public service over personal gain.” Thus these senior officials “find themselves balancing public service and private-sector profits,” she observes.47 What is the impact? “Many of those who succeed in business feel conflicted. Yet when they fail to question the harm to the public good (while touting their military service) they risk nurturing cynicism to the institution they love. This leads to a decline in loyalty [to the institution] from the inside.”48 This seismic culture shift mirrors the decline in trust in formal institutions from the outside—that is, of the public—as I detailed in Chapter 1.

In contrast to twenty-five or so years ago, when most senior officers retired to “some sunny place,” today most of them no longer predominantly do so. A ground-breaking 2010 study by Bender for the Boston Globe, which amassed a database of 750 retired generals and admirals (which my Mapping Shadow Influence Project has enlarged), looks at the post-retirement careers of these former public servants. Over several decades, these retired senior officers went mostly from actual retirement—that is, they stopped working when they retired from military service—to mostly continued “service.”49 Today, very active “retirements” are commonplace: the retirees pursue a multi-pronged strategy that affords them money and influence. Some act as advisers in military agencies while serving simultaneously as paid consultants to defense and intelligence contractors. Others work as consultants to these contractors or sit on their boards,50 while also sitting on government advisory boards that afford them crucial insider information and access.51 Still others launch start-ups.

Amplifying their influence, such generals are also in hot demand as media analysts. And according to a 2008 New York Times report, “[m]ost of the analysts have ties to military contractors vested in the very war policies they are asked to assess on air.”52 Journalist David Barstow painted an indelible portrait in the Times of retired four-star Army General Barry McCaffrey, his swirl of defense-consulting activities, and his success in promoting his interests on television: Barstow called it “One Man’s Military-Industrial-Media Complex.”53

Lest one think the “rent-a-general” phenomenon, as Bender puts it, is winding down, his Globe investigation shows that this longtime trend has been accelerating:54

From 2004 through 2008, 80 percent of retiring three- and four-star officers went to work as consultants or defense executives. . . . That compares with less than 50 percent who followed that path a decade earlier, from 1994 to 1998. . . . In 2007, thirty-four out of 39 three- and four-star generals and admirals who retired . . . are now working in defense roles—nearly 90 percent.

Not only do these generals and admirals profit from their years of privileged access to vital information and connections, they are also afforded deference because of their service and those stars. This deference tends to continue after retirement, according to the Globe investigation, with generals often treated in advisory meetings as if they still held official roles.55

As noted, generals and admirals and other senior military officers typically retire at a relatively young age, and it’s understandable that many want to continue working.56 But the form this work takes often gives them the opportunity to flout the public trust—and many do so, however unwittingly. They can easily convince themselves that they are continuing to “serve,” using their information and skills for the public good while being handsomely compensated. What they may not realize or choose to ignore is the corrupting influence of their migration.

They aren’t sneaking around. Reporting (from the Globe, the Times, USA Today, and others) finds that the Pentagon either ignores their behavior, accepts that this is how business is done these days, or, at times, actively encourages it. And while the retired officers’ new ventures are no secret, we, the public, have no way of knowing specifically where accountability is being breached. As they put the information gleaned in their government roles to use in their new roles, they can do so in a way that makes it very difficult for us, the public, to know whether they are more concerned about their own and their companies’ financial interests or ours, let alone whether they are pushing a self-serving lucrative project that may even compromise national interests.

Consider the process of vetting defense projects, which should be, at least in theory, unimpeachable. First and foremost, countless lives are on the line. Second, these projects carry staggering price tags, and they can last for decades. Such investment of taxpayer dollars and time means that the process of allocating these precious public resources should be as fair and free of corruption as possible. That is hardly the system now in place.

Given the astronomical money involved in weapons systems and other big-ticket defense projects, there’s plenty of lobbying to go around. And while conventional lobbying, say, of Congress by defense companies is still paramount, today’s full-service influence effort embraces shadow lobbying, including sometimes by rent-a-generals. In its investigation of retired officers, the Globe reported on two decisions—whether to keep buying Humvees, and whether to make a new surveillance helicopter.

With regard to the first, the vehicles’ manufacturer, AM General, enlisted three retired generals to make sure the Army kept buying new Humvees rather than fixing up old ones. Retired Army General Jack Keane spoke with a top-ranking Army official and helped persuade Congress; but, as is common these days, he did not register as a lobbyist. Devoting less than twenty percent of his time to such activity, he need not register; and after all, as he said, “he only helps clients reach the right decisionmakers in the Pentagon or on Capitol Hill,” the Globe reports.57

Two other retired generals used by AM General in the late 2000s had deep ties to defense acquisitions from their time in the Army: one had been in charge of buying ground-combat vehicles, including the Humvee; the other had been chief of the Army Materiel Command, which is effectively in charge of buying everything. As we saw with the top intelligence officers, these men were performing work similar to what they had done in the Army—choosing equipment—except now the people paying them, well, were the ones actually making the equipment.58

In 2010, the Army decided to keep buying Humvees.

The other case is that of an unmanned surveillance helicopter called the Fire Scout that Northrop Grumman hoped to sell to the Army. But before the Army could buy the helicopters, it needed to know how it would use them and whether it wanted them. To help the Army make its determination, Bender notes, Northrop Grumman engaged the longtime “rent-a-general outfit” Burdeshaw Associates Ltd. That move would serve the company well. Burdeshaw not only opened doors to key Pentagon officials, but they also drafted an official government procurement document, “concept of operation,” which detailed the functioning of the helicopter and its purpose. This document provided the justification the Army required to develop the weapon system.59 Presumably, like a good marketer, Burdeshaw also included the needs of Northrop Grumman in the “concept of operation,” which potentially would give Northrop an edge in any competitive bid.60 The Army accepted the idea for the weapon system and subsequently placed an initial order with Northrop for eight Fire Scouts, at a cost to taxpayers of more than $100 million.

The rent-a-general trend remains alive and well. A subsequent investigation by the watchdog group Citizens for Responsibility and Ethics found that seventy percent of the 108 three- and four-star newly retired generals and admirals they tracked ended up at defense contractors or as consultants. They found, too, that some were still advising the Pentagon while working for contractors.61

Senior Military Mentors

Retired senior officers often argue that they can police themselves. Their expertise, aura of rectitude, and decades in military service foster this belief. They can also argue that they have the crucial expertise needed to make these enormous decisions, and that, once they retire, the military is depleted of that expertise.

So, in an ostensible effort to regain some of that know-how, the military set up a “Senior Military Mentor” program.62 What could sound more innocuous?

The mentors, retired officers, were enlisted to advise their former colleagues in defense agencies, as a 2009 USA Today exposé details.63 It’s one of those ideas that might seem sensible at first glance. Only on closer inspection are the potential conflicts of interest revealed: eighty percent of the retired officers were also working in some capacity for defense contractors, advising on military services even as they were consulting for companies seeking to sell military products, and these same officers might also have financial ties to the company peddling the services.64

Since the mentors were part-timers, they were not subject to the same rules as full-time federal employees. The selection of mentors, the identity of their defense clients, and the mentors’ pay levels were beyond government and public scrutiny. While contributing their invaluable experience, these officers also gleaned invaluable inside information. It is hard to imagine that they erased what they learned as mentors when they worked as defense industry executives or consultants, and vice versa. But imagine trying to figure out if important information had made its way back to those defense contractors, or how to trace possible influence in what to buy. USA Today makes it clear that it was no easy task even ascertaining from the military the average hourly rate these generals were earning. (As much as $440 an hour, many times what they would earn in active duty.)65

The scrutiny from the paper did prompt change. In April 2010, Defense Secretary Robert Gates ordered that mentors convert to so-called Highly Qualified Experts—government employees who initially were allowed to disclose their financial interests only to ethics officers, but within months, due to the paper’s focus on the issue, were required to publicly disclose. Apparently not even the former had gone over well with them. According to a Defense Department Inspector General report, the vast majority of retired generals and other senior officials wouldn’t convert (that is, disclose their ties, even internally) and quit.66 In November 2011, USA Today reported that “The Pentagon’s use of retired generals and admirals as paid advisers has virtually ceased.”67 As reporter Tom Vanden Brook told me, “These guys were unwilling to have their corporate ties open to public scrutiny.”68

It’s hard to imagine that those who devised the mentors program weren’t aware of the obvious ethical, security, and financial concerns. Everyone in the military knows what many ex-military officials are doing nowadays. So it’s worth noting that the name chosen sounds so wholesome, even evoking a spirit of volunteerism. Of course, unlike volunteers, the mentors were paid hundreds of dollars an hour.

As we have seen throughout this book, innocuous- or generic-sounding names connected to powerful people and groups often deserve our attention. That is because, as is the case here, such names can cover for accountability holes.

Ethically Challenged?

Are all these retired senior officers gunning for personal profit at the expense of the public good?

It’s likely not that simple.

We should not reduce their choices solely to self-interest. They are responding to what their peers do and to the ethics of their community. The vast majority likely have not considered these ethical questions or the unaccountability inherent in the overlapping roles that they craft for themselves. Any suggestion of ethical taint is likely to evince a reaction along the lines of “I’ve been in the military for forty years. Don’t you think I know right from wrong?” In fact, one will find several iterations of these defenses offered by the generals and admirals interviewed by Bender. “You spend 35 years in an ethical place,” said one. “You don’t leave that at the door.”69

The pattern has changed drastically in just a few decades. I asked several retired senior officers why so many of their peers continue military/intelligence work after retiring. Air Force Colonel Randall Gressang, who performed such work (via professional-services contracts to defense agencies) for eighteen-plus years after retiring, told me this: “They see more [of their peers] do it and the monetary rewards are potentially much greater.”70

Some of these retired officers seem to think that we should just take it as a given that they will behave with the utmost integrity. Bender reports:71

The generals who navigate these ethical minefields said they are capable of managing potential conflicts without oversight. . . . “You have to have a firewall in your head,” said industry consultant and former Vice Admiral Justin D. McCarthy.

But it’s entirely reasonable for the public—and, in fact, should be our duty—to see this differently. With all due respect to the vice admiral and his cohorts, public accountability would demand that the “firewall” be on paper for all of us to see. And while it seems anachronistic, one would hope and expect that whatever roles and relationships these generals accept do not undermine the integrity of the institution and the public interest. I suspect that a certain five-star general named Eisenhower might agree.

And yet someone like Mike McConnell apparently sees nothing wrong with “having never left government” while at Booz Allen. In fact, he would probably think we are naïve fools for even perceiving a problem.

As you’ll see next, powerful players who don’t have any stars or medals also try to make the claim that they can regulate themselves. Again, former government officials are paid top dollar to carry out activities that one would expect to be the domain of the government, and that are accountability-challenged.

SHADOW REGULATORS

Professional services outsourced by government have typically encompassed such activities as information-gathering, analysis, administration of programs, and core functions mentioned earlier, such as managing intelligence operations. Now government is also, remarkably, contracting out regulatory power and, in the process, diluting it.

What, exactly, is Promontory Financial Group? A single American Banker profile used these varying phrases to describe it: “. . . sort of ex-regulator omnibus,” “shadow network between banks and regulators,” “an auxiliary . . . private-sector regulator.” Or, if you really want a head-scratcher: “a kind of arbitrage and interlocution between regulators and banks.”72 No matter which description one chooses, there is no doubt that Promontory illustrates some of the perils that come with outsourcing government duties and even informal authority to private entities.

A private consultant to Bank of America, Morgan Stanley, Wells Fargo, PNC, Allied Irish, and the Vatican, among others (and with fifteen offices that span the globe from Toronto to Tokyo, Denver to Dubai, Singapore, San Francisco, and Sydney, and, of course, Washington, D.C.), Promontory is hired by these and other top financial firms to manage a crisis, or to navigate the thicket of new regulations meant to rein in some of the banks’ now infamous investment “innovations.”73

Who can provide the best advice on the thinking and doings of regulators? Former regulators, of course. Almost two thirds of Promontory’s approximately 170 senior executives have been employed by agencies charged with monitoring the financial industry, according to the New York Times.74 No surprise, as the firm was founded by Eugene Ludwig, who, under President Bill Clinton (a friend from both Oxford and Yale Law School), headed the U.S. Treasury’s Office of the Comptroller of the Currency (OCC), charged with supervising national banks. Its advisory board is another heavy-hitting list that includes two former SEC chairmen, Mary Schapiro and Arthur Levitt, Jr., and former Federal Reserve Vice Chair Alan Blinder.75 With these ex-regulators on board, Promontory can advance the interests of its banker clients: using very recent government experience with regulations under consideration, helping defang the implementation of the Dodd-Frank legislation passed after the 2008 financial crisis, and (shadow)-lobbying former regulatory colleagues to do so.76

Since opening its doors in 2001, Promontory has evolved alongside the big changes in financial regulation around that time. The Sarbanes-Oxley Act, aimed at preventing corporate malfeasance following the spectacular accounting frauds of Enron, Worldcom, and other companies, was passed in 2002. Wall Street firms played their own role in abetting these crimes.

But the real trouble that was to percolate over the next decade emanated from Wall Street and was perfectly legal and largely unregulated: exotic derivatives. (Ironically, back in 1994, as comptroller, Ludwig himself had warned about the dangers of such derivatives.)77

After derivatives detonated in 2008, Wall Street poured huge amounts of money into blocking financial reform. When the Dodd-Frank legislation eventually did pass in 2010, the new game became implementation—or, as some analysts might call it, obstruction. As we mentioned in the previous chapter, the truly important fight is not so much in the headline-grabbing prosecutions we’ve seen over the past few years, which are sometimes high on performing for the public and low on results that matter: rather, it’s what’s happening inside the dense fine print of Dodd-Frank, with some of the top lawyers in the United States haggling over details, sometimes not even for substantive reasons but simply to thwart implementation.

Enter Promontory. Even with the extraordinary attempts to delay and obstruct, firms still know they have a lot of new rules to contend with, and Promontory, by its own description, wants to be their consigliere: “for every well-run company the right balance between risk and reward is always critical. Today, unprecedented changes and obligations make doing so more challenging than ever before. Promontory can help you achieve and maintain the right balance.”78

Its clients might get the “right balance,” but what about the public? With entangled allegiances and shifting roles as the firm bends with the whims of its clients (at times even standing in for regulators as overseers and auditors), accountability to the public strikes the wrong balance.

Promontory has served as sort of a proxy for government auditors, “a firm brimming with former regulators who can hold sway with old colleagues or stand in for them altogether,” as the Washington Post put it.

These ex-regulators are now paid by those they audit.

Promontory also acts as an unconventional lobbying outfit, intervening with regulators on behalf of its clients. Founder Ludwig insists that he and his people are committed to the health of the financial system, not just its bottom line: “We are here to implement what the government wants done,” he told the Post. “People who come here [to work] have high integrity and want to help institutions do the right thing in the aide [sic] of financial stability.”79

One can sense, as with the retired military officers, that Ludwig is pained to be quizzed on his integrity and indeed, by many accounts, he is well regarded and well liked in both state and private sectors.

But the way his company operates—its emerging role as a shadow regulator, buffering its clients from regulation through shadow lobbying, while also availing itself of privileged regulatory knowledge, deserves our inspection.

I’ll look at the question of lobbying first.

Shadow Lobbying?

Despite being filled with well-versed and well-placed ex-regulators, Promontory insists that its people do not lobby their former employers. That doesn’t quite square with some accounts. One area that Promontory has weighed in on, according to Time, is the Volcker Rule designed to rein in risky trading by U.S. banks (and named for the former Federal Reserve chief who champions it).80 The chief counsel at the OCC until 2012, Julie Williams, tells Time that she recalls taking at least several meetings with Ludwig (or other Promontory representatives) about the Rule during the rulemaking process.81

Williams left OCC to join Promontory in 2013. Her replacement at the OCC? Amy Friend, a managing director at Promontory. The New York Times described this as a sort of “Freaky Friday”-style body-swapping job switch.82 Time adds that Friend recused herself from Volcker Rule matters when joining OCC, suggesting that Promontory was indeed at least somewhat involved when financial firms and regulators were hashing over the much-disputed rule.

Indeed, the New York Times, analyzing data from a nonprofit that studied the issue, found in 2013 that although Promontory hadn’t been a registered lobbyist for four years, “the firm’s executives have met with regulators at least 10 times in the last two years on thorny issues like the . . . Volcker Rule.”83

Promontory insisted to the Times that meetings do not necessarily constitute “lobbying.” Ludwig himself made this argument to American Banker, saying “We do the opposite of influencing government. We try to influence the private sector in terms of what the government wants it to do.”84

Regulation Sleuthing

Promontory has helped pioneer another accountability-challenged influence practice: anticipating regulation with the benefit of fresh insider knowledge. An unnamed source who watched the process in action said this to American Banker: “Law firms have been doing . . . mock hearings for clients for decades. . . . Promontory does that on the regulatory side. [Ludwig] was the first to come up with that model.”85

There are at least two problems with this practice. First, Promontory almost certainly has access to knowledge from the inside surrounding regulation garnered through recent work experience. Since the firm is packed with ex-regulators, there is the strong possibility that banks are getting such information, which by rights should stay in government hands. (The banks aren’t paying a reported four figures an hour for nothing.)

And clearly the company and its clients value the freshest insight. The American Banker profile notes that Promontory “even has half a dozen former staffers from the Consumer Financial Protection Bureau, which is not even three years old yet.”86

Second, hiring a firm like Promontory surely encourages banks to continue to strategize in every possible way to remain within the letter of the law while still developing new, legal, but potentially risky profit-making “innovations.” We know by now what fully legal financial innovations ended up being for the global economy in 2008: a wrecking ball.

Shadow Oversight

In Promontory’s role as a shadow regulator, we see how authority, even that of the government, gets dispersed. It is mobile, to say the least.

The government has diluted its own authority and muddied the regulatory waters by calling on firms like Promontory. This has both informal and formal variants.

The first and most common (informal) variant appears to be that when banks hire Promontory, that act carries informal weight which they can throw around to demonstrate that they are supposedly in compliance. An unnamed lawyer, one apparently working for Promontory, said this to American Banker:87

If the regulators are saying jump on your right foot for 10 miles, we’ll tell you 20 miles. . . . And once you’ve done it, we’ll tell the regulators that you “get it,” and you will pay us well for repairing your regulatory relationship.

This surely encourages the industry to believe that it can continue to self-regulate, a fiction that has for years been embraced by the financial world, especially if banks hire a kind of “fixer” with sterling government connections.

With regard to the second variant—the formal outsourcing of authority—sometimes the government itself mandates that banks use Promontory (or a firm like it) to do some of the financial oversight that would seem to be the province of the government itself.

This has led to some very big accountability problems.

First, there is the now-bankrupt firm MF Global, headed by Jon Corzine, formerly of Goldman Sachs, the U.S. Senate, and the New Jersey governorship.

MF Global was starting to show up on the regulatory radar years before it finally imploded. In a 2008 settlement over a trading scandal with the Commodity Futures Trading Commission, charged with regulating derivatives, MF Global had to agree to hire Promontory—which is, remember, a private consulting firm, not a regulator—to ensure that it was complying with the government’s edicts. Two years later, Promontory lent MF Global its approval, saying “Promontory has witnessed a remarkable turn-around . . . in terms of leadership and culture since our original review[.]”88 Not remarkable enough, clearly, since less than six months later, MF Global would collapse in spectacular fashion after making nearly a billion dollars in “improper” transfers from customer accounts in a desperate bid to cover trading losses, a striking departure from custom. In June 2013, regulators slapped a civil complaint against Corzine, the CEO, for failure to properly supervise. Did MF Global receive a positive report because it was paying the authors? Of course Promontory says no, but we have no real way to verify.

Perhaps an even bigger failure of public accountability can be seen in the now-defunct Independent Foreclosure Review. After investigating more than a dozen mortgage servicers, including Bank of America, the government created the Independent Foreclosure Review, a vehicle through which offenders would review their files and offer some relief to homeowners drowning in mortgage debt. The banks were told to bring on government-approved “independent consultants”—Promontory and others—to help determine how much homeowners should be offered in relief. The Huffington Post described this as “one of the most ambitious and costly auditing projects in U.S. history.”89

After a year, the banks had handed over $1.5 billion, by some estimates, but not to the homeowners. That money went to Promontory and the other firms, with Promontory alone earning nearly a billion. Promontory, in other words, reaped the lion’s share of the reward. Aside from the exorbitant amount spent on consultants and not on the homeowners they had been ordered to help, questions quickly arose: Were the consultants truly independent from the banks that were paying them?

ProPublica, the nonprofit investigative news service, found that the Independent Foreclosure Review might not be independent enough and that Promontory may have simply been rubber-stamping what the banks wanted it to rubber-stamp. A small army of contractors hired by Bank of America apparently had even taken the lead in the supposed review, not Promontory:90 ProPublica, which obtained some internal documents and e-mails from Bank of America, concluded: “As for Promontory’s role in making the final determination, a Bank of America employee said the widespread understanding among bank staff working on the review was that ‘it’s only a matter of double-checking.’”91

Promontory, of course, strongly denied that it was a pawn of the bank; but months later, the Huffington Post also investigated and found that at least some contractors hired by Bank of America were doing the “substantive, evaluative review work,” with Promontory taking charge more fully only after its role had been criticized.

And those Bank of America contractors reportedly knew they were supposed to look the other way when they saw things in the documents that might offer homeowners justification for greater relief. As one employee remarked, “We knew what we were looking at. . . . But we were told under threat of losing our jobs to not report what we saw.”92

In January 2013, the government pulled the plug on the program and substituted a $9.3 billion payout to be split among the more than four million homeowners eligible for relief under the program.93

At a congressional hearing following the debacle, called “Outsourcing Accountability? Examining the Role of Independent Consultants,” Senator Sherrod Brown said this:94

At the [Office of the Comptroller of the Currency] alone, nearly one-third of their legal actions since 2008 have required banks to hire an outside consultant to review their actions and to propose solutions. Because most consulting firms are private companies, there’s little transparency about their business model to either the public or to Congress, leaving us to wonder about financial incentives, leaving us to wonder about business relationships. Recently we’ve heard about consultants hired at regulators’ request to find and to fix illegal activity. In these few high-profile cases, they either missed serious problems or gave the banks a free pass.

When pressed by Brown, the head of the OCC said quite plainly: “[I]ndependent consultants have subject matter expertise that the bank does not.”95 Or the regulator itself, clearly.

The OCC is reportedly exploring ways to strengthen its standards when it comes to hiring private consultants like Promontory, to ensure that the firms chosen are both independent enough and up to the task. But a more fundamental problem is at work. As the Washington Post observes:96

Accounting firms, like PricewaterhouseCoopers and Ernst & Young, with consulting practices adhere to professional standards set by the American Institute of Certified Public Accountants. Pure consulting shops, however, operate with no formal regulatory oversight.

Clearly, ambiguity of identity lends Promontory cover and aids escape from monitoring.

Meanwhile, affected homeowners began receiving $300 or $500 checks in the spring of 2013, some of which bounced.97 There’s even a Facebook page “liked” by more than a thousand people called Independent Foreclosure Review Victims. In June 2013, that page decided that the homeowners should all go in on Powerball (lottery) tickets, believing that they might have better luck winning the lottery than in winning timely relief from banks deemed by the government as bad actors.

Where is the sense of responsibility toward us, the public? At least one regulatory expert thinks the public was never part of the equation. Sheila Bair, former chair of the FDIC, made this withering assessment: “It [the Independent Foreclosure Review and the use of consulting firms] was designed to generate fees for consultants, not to help homeowners.”98

The problems highlighted by Promontory are fundamental and familiar: it is neither fish nor fowl. It isn’t a registered lobbyist or an accounting firm or a government regulator. With no fixed identity, it can flex to suit the occasion. Ambiguity, blurred boundaries, and the enigma that is Promontory serve it and its clients’ purposes splendidly.

The public, not so much.

MIXED MANDATES

Contracting out, to varying degrees, has created a shadow government populated by ex-officials, richly compensated by taxpayer-supported contractors, and operating with far less oversight and far more conflicts. In short, built-in unaccountability is the essence of today’s company-state.

Still another path to the company-state doesn’t involve contracting out. It arises instead from the mixed mandate of the agency doing the regulating: part of a stated mission might be to regulate a certain industry, and yet another part might involve promoting the business of that very industry. With cross-purposes built into its mission and operations, ambiguity and deniability are the order of the day.

The U.S. Department of Agriculture and its promotion of the cheese industry, made all the more incongruous by First Lady Michelle Obama’s war on childhood obesity, star in one example. According to the New York Times, the Agriculture Department instituted Dairy Management Inc. in 1995 as a nonprofit “marketing creation” to promote the consumption of dairy products.

A few years later, Dairy Management Inc. strategized with the Domino’s Pizza chain to make a pizza line with forty percent more cheese; commissioned a study on consumers it dubbed “cheese snacking fanatics”; and heralded 2002 as the “Summer of Cheese,” resulting in the use of more than a hundred million pounds of extra cheese.99

While Dairy Management looks and acts like an industry trade group, the fact that it is a project of the Agriculture Department means, as the Times reports, that Dairy Management’s100

. . . annual budget . . . is largely financed by a government-mandated fee on the dairy industry. [T]he Agriculture Department . . . approves its marketing campaigns and major contracts and periodically reports to Congress on its work.

The Times adds that “Although by law the Secretary of Agriculture approves Dairy Management’s contracts and advertising campaigns, the organization . . . has become a full-blown company. . . .”101 Its longtime chief executive earns three times what the Agriculture Secretary earns. Not bad for a supposed nonprofit.

How does the ambiguity serve Dairy Management? In this case, the fact that the government supports the dairy industry (among other agricultural industries) helps insulate leadership from the charge that government obstructs private business. But when asked about Dairy Management’s role, the Agriculture Department was able to emphasize to the Times the looseness of its connection:102

[T]he department said that dairy promotion was intended to bolster farmers and rural economies, and that its oversight left Dairy Management’s board with “significant independence” in deciding how best to support those interests.

Dairy Management can also use the government’s imprimatur as a shield when it needs to. When the entity’s billing of dairy foods as a diet aid was challenged as false, writes the Times, “government lawyers defended it, saying the Agriculture Department ‘reviewed, approved and continually oversaw’ the effort.”103

As we can see, such flex-ability to play different sides lends deniability. Good, perhaps, for government PR, but not so good for accountability to the public.

Far from the world of dairy products is another agency with a conflicted mission: the Minerals Management Service, the U.S. oil-drilling “regulator” that came under scrutiny after BP’s massive oil spill in the Gulf of Mexico, the worst environmental disaster in American history. It took the death of eleven workers and the spilling of nearly five million barrels of oil for the media to take notice.

Was the MMS an arm of the industry, or was it a government regulator? You be the judge of this description, from the Wall Street Journal:104

It is supposed to be a watchdog that halts drilling when it spots unsafe behavior. But it is also supposed . . . to generate government revenue from drilling on government lands. . . . Of MMS’s fiscal 2010 budget of $342 million, nearly half comes from the oil industry.

No surprise, then, that the MMS had essentially rubber-stamped BP’s plan to explore the Deepwater Horizon well lease. According to its plan, the risk of an oil spill was minimal and “no mitigation measures other than those required by regulation and BP policy will be employed to avoid, diminish or eliminate potential impacts on environmental resources,” according to the Washington Post.105 Should there be a spill, damage to fish, birds, and marine mammals would be minimal, the plan had it. MMS also granted BP’s lease a “categorical exclusion” from environmental-impact analysis by the National Environmental Policy Act—just eleven days prior to the oil-rig explosion.106

A Wall Street Journal investigation found that the MMS:107

•  doesn’t write or implement most safety regulations, having gradually shifted such responsibilities to the oil industry itself for more than a decade;

•  said that offshore drilling is so complicated that only industry can really regulate itself;

•  let the industry devise its own solutions to problems;

•  let a trade group take over the role of telling companies what training was necessary for workers involved in keeping wells from gushing out of control.

In its defense, the agency “pointed to a 1996 law that encouraged federal agencies to ‘benefit from the expertise of the private sector’ by adopting industry standards.”108

A few government officials and investigators did try to extract increased oversight of BP long before the massive spill. One EPA official a few years earlier threatened to “debar” BP from government contracts if it didn’t submit to tougher regulation.109

Such entreaties fell on deaf ears. It is no coincidence, perhaps, that a high-wattage roster of Washington power brokers who had served on government advisory boards and panels was deployed by BP to burnish the company’s image well before the spill. Some were reportedly paid $120,000 a year to . . . “advise.” These include former Democratic Senate majority leader Tom Daschle; two former Republican senators, the late Warren Rudman and Alan Simpson; Bush EPA administrator Christine Todd Whitman; Clinton deputy attorney general Jamie Gorelick; Leon Panetta, before he became President Obama’s CIA director; and former Democratic Senate majority leader George Mitchell (now Penn State’s Athletic Integrity Leader).110

BP took some of its high-powered advisory board members on a helicopter ride out to the Gulf of Mexico to “demonstrate safeguards.” Whitman told Newsweek: “We got a sense they were really committed to ensuring they got it right.”111

In 2010, following the disaster, the Obama White House moved to split MMS’s oversight and revenue functions and to increase resources to tip the power back toward the regulators. Thus the “MMS” is no more—in name, that is. It is now two entities: the Bureau of Ocean Energy Management (BOEM) and the Bureau of Safety and Environmental Enforcement (BSEE).112

But no matter the labels, it’s hard to see how the government can easily reverse what seems to be a virtual takeover by the industry it is supposed to regulate—a meshing of state and private power, with the state getting the short end of the stick.

[image: Image]

The rise of the company-state has brought an explosion of unaccountability replete with entities and players who can easily wriggle out of responsibility. Following Edward Snowden’s leaks, security within organizations (including government contractors) has become the new craze. It may be that a big—even the biggest—risk comes from within. But the first place to look is players at the top—and the company-state they power. When they are, by the structure in which they operate, most invested in their own agendas and not that of the public or the nations they supposedly serve, our wallets and possibly our security are compromised.

In the next chapters we’ll see how the same signs of unaccountability we examined with regard to government and the companies and players swirling in and around it—overlapping roles, moving boundaries, and performing for the public, among others—are invading organizations we thought we understood. We’ll see how the way in which enterprises these days are organized—from think tanks, academic expertise, “grassroots” entities, and political endeavors—sows antitransparency and unaccountability. And these enterprises move and shake policies through means of influencing that we may be only dimly aware of, if at all.


CHAPTER 7

Thought Leaders and Think-Tankers

They’ve long been called “universities without students.” Unfortunately, the more accurate name these days for many of the nearly seven thousand think tanks around the world might be “power centers without accountability.”1

“Power centers”? What happened to the long-term policy studies produced by think tanks for consumption by government, political and policy wonks, or anyone with a shelf? The ongoing work of experts on welfare, or social security, or foreign policy? In the United States, we might think of stodgy establishments like the Brookings Institution, the American Enterprise Institute, the Heritage Foundation, or the Cato Institute—each with its own particular ideological slant and corner office space for out-of-office politicians. In the United Kingdom, we might think of Chatham House.

While these institutions flourished during the Cold War, the number of think tanks worldwide has risen so fast and furiously since the end of the Cold War that we are prompted to ask whether there is really that much more thinking going on.2 By at least one estimate, the United States alone has upwards of 1,900 of these public-policy research organizations today—a figure that’s more than doubled since 1980.3 Considering the large number of organizations that look like think tanks these days, that figure actually may be far higher.4

It isn’t just the sheer number of think tanks that’s exploded. So have their scope and ambitions. A new species has been born that, while it might still be called a think tank, is a simulacrum of its earlier version.

Today, many think tanks have become partisan fighters, armed with rapid-response teams and quickly assembled reports. One think-tank veteran, Steve Clemons, even back in 2003, went so far as to speak of “The Corruption of Think Tanks” in an essay he penned. Then the vice president of the New America Foundation, Clemons wrote about “the development of an underground, or ‘second,’ economy of political influence” where funders of think tanks “increasingly expect policy achievements that contribute to their bottom line.” Think tanks, Clemons added, “are less and less committed to genuine inquiry designed to stimulate enlightened policy decisions and more and more oriented to deepening the well-worn grooves of a paralyzed debate, frozen in place by the contending power of potential winners and losers with armies of lobbyists at their heels.”5

The old think tanks, by contrast, were more scholarly and almost patrician. They did have ideological bents, but their members shared a kind of wonkiness that could transcend differences. Most important, the old think tanks’ time frame was long rather than short. They conducted multiyear studies, and not necessarily in response to the mood of the moment or for immediate media impact. They produced reports that sometimes gained traction and became mighty policies. Think, for instance, of the work of the Brookings Institution on the federal budget. In the early 1970s, Brookings began publishing Setting National Priorities. This series of studies, along with additional analyses of federal spending, played a role in Brookings’s call for the establishment of the Congressional Budget Office. In 1975, the CBO was born, and its first director was Alice Rivlin, a Brookings economist.6

The archetypal new-style think tank is hardly stodgy. It prizes performance in the short term: quick reaction to events, media-timed and -friendly reports, and minute-to-minute messaging. It prizes “impact” and metrics to show to donors and the world. Its stars create buzz on social media and TV and organize invitation-only conferences of power brokers. It may act like an advocacy organization, and, even more than in the past, it may express naked ideology.

Not only is the time horizon of this new-style outfit shorter than its older-style counterpart: many of today’s most successful think tanks have only been around for a few years. The most successful think tank is not just dynamic and up to the minute: it is creating the minute.

Meanwhile, the old think tanks are struggling to catch up and merely sustain themselves. A longtime scholar at Brookings, for example, tells me that he and his colleagues are now asked to respond to more press inquiries. Just as with journalists, they are encouraged to use Facebook and Twitter.

The blurred boundaries of the shadow elite era are written all over the new-style think tank. Its playground is an environment where boundaries are porous and the organizational missions of government, business, media, and—yes—think tanks are unfixed and morphing. It’s the same environment where who is a journalist, an expert, a businessman, or a philanthropist, as we’ve shown throughout these pages, is stretched and manipulated as convenience serves.

Think tanks are, by definition, ambiguous and have a hybrid quality, as sociologist Thomas Medvetz shows in his Think Tanks in America. It is no accident, then, that think tanks have mushroomed in the era of blurred boundaries—because they are themselves a product of a blur, rendering them especially in tune with our age. While the appeal of think tanks has always depended on their proximity to different arenas—politics, academia, business, and the media—and their placement in a space that smudges the lines,7 the smudging has grown both quantitatively and qualitatively. As I have illustrated, ambiguity is the very key to the success of shadow elites, lending them deniability. The ambiguity exhibited by think tanks likewise is not an accident, Medvetz argues:8

By combining elements of more established sources of public knowledge—universities, government agencies, businesses, and the media—think tanks exert a tremendous amount of influence on the way citizens and lawmakers perceive the work, unbound by the more clearly defined roles of those other institutions.

The success of think-tankers in this new world hinges on moving among roles in these arenas—scholar, policy adviser, media contributor, entrepreneur, consultant. It depends not only on quick study, but on connecting and forging networks, on conferences and cross-pollination among politics, business, and media. Medvetz documents the fact that formal contacts among think tanks rose significantly beginning in the 1990s, with conferences and publications often sponsored jointly. Similarly oriented think tanks tend to congregate in the same geographical areas of Washington, D.C.,9 or even share adjoining office space.

“In” are media-dazzling events; passé are the lengthy studies that used to be the pride and hallmark of a think tank. As another scholar who studies them, political scientist Don Abelson, writes:10

What has changed over the past few decades is how deeply invested think-tanks have become in the marketplace of ideas. They are more politically savvy, more technologically sophisticated and better equipped to compete with the thousands of organizations in the United States jostling to leave an indelible mark on key policy initiatives. . . . This is what convinced the Heritage Foundation that it should specialize in what has come to be known as quick-response policy research. Several think-tanks and universities have adopted the language of corporations, and, in doing so, devote much of their time to discussing metrics and performance indicators. In the era of corporatization, numbers matter.

Here we see the corporatizing values of fast turnaround and “measurable” results. Those include: number of followers or friends on Facebook or Twitter, times a think-tank scholar has testified before Congress, website views or downloaded research, and—the one that seems most notable to me—number of think-tankers placed in government jobs.

Heritage, an expressly conservative think tank founded more than forty years ago, has gone high-octane under the recent leadership of Tea Party player and former senator Jim DeMint, who, as Bryan Bender of the Boston Globe points out, presided over a nine-city Defund Obamacare Town Hall Tour in 2013. His predecessor as president at Heritage made over a million dollars; DeMint’s net worth before joining Heritage stood at around $65,000.11 It looks like a lucrative career move for DeMint. Here’s Bender:12

Not long ago, Washington’s think tanks constituted a rarefied world of policy-minded scholars supported by healthy endowments and quietly sought solutions to some of the nation’s biggest challenges. But now Congress and the executive branch are served a limitless feast of supposedly independent research from hundreds of nonprofit institutions that are pursuing fiercely partisan agendas and are funded by undisclosed corporations, wealthy individuals, or both.

Where does the appeal of think tanks emanate from? Fundamental to their influence is the ability to trade on a neutral, academic veneer. But also fundamental is the much greater importance of connecting. This chapter, then, looks into the coordinated strategies of various think tanks whose inhabitants move agilely through government, consulting, media, and business roles and who sometimes are more interested in promoting particular agendas than the more scholarly policy research of the past. And, like the company-state and corporations featured in the last chapter, they sometimes stand in for the state in forging policy initiatives and public programs.

In the United States, this is by no means just a Republican-dominated trend, as we will see with players who are generally Democrats affiliated with the defense-strategy think tank Center for a New American Security (CNAS). (Though, as you will see, conservatives do appear to be more adept at creating networks of think tanks.)

Nor is it by any stretch solely an American phenomenon, as we’ll see in various examples later in the chapter.

Before examining some examples of the archetypal of the new-style think tank, let me say that I spent several years as a senior fellow of the New America Foundation, a “post-partisan” Washington-based think tank, while writing my last book, Shadow Elite. (The New America Foundation is funded largely by foundations; government; technology companies, including Facebook, Netflix, Google, and Microsoft; private donors, including Google’s Eric Schmidt; and a few other businesses.) Let me also say that not all think tanks conform in all—or even necessarily most—aspects of the archetypes I lay out here to illustrate how what are called think tanks can skirt or evade accountability. All, however, are subject to the pressures of our shadow-elite era.

OWN-A-TANK ADVOCACY

Just what is Third Way, less than a decade old? On the face of it, it is a self-proclaimed centrist think tank, founded by Wall Streeters, telecom veterans, and former Clintonites, with members of Congress as honorary co-chairs.13 It was named “2013 North American Think Tank of the Year” by the British monthly Prospect. But like many other new-style think tanks, it seems like a vehicle for wealthy people to launder ideologically charged influence into difficult-to-trace advocacy.

A recent fight between the organization and Senator Elizabeth Warren, a fierce crusader for financial reform, ended up illuminating the issue of think-tank disclosure (namely, the lack thereof). Her demand for transparency goes to the heart of the problem with think tanks and unaccountable influence.

It began on December 2, 2013, when Third Way’s president and senior vice president for policy wrote a Wall Street Journal op-ed warning that “nothing could be more disastrous” for Democrats than to embrace the kind of populism advocated by Senator Warren and the mayor-elect of New York, Bill de Blasio.14

Warren fired back just two days later with a letter sent to the CEOs of America’s top banks, urging them to voluntarily disclose any financial contributions they make to think tanks:15

Policy makers need access to objective, quality research. . . . [P]rivate think tanks are well suited to provide this research . . . but for it to be valuable, such research and analysis must be truly independent. If the information provided by think tanks is little more than another form of corporate lobbying, then policymakers should be made aware of the difference.

In a way, this was a bit of a proxy fight, targeting banks directly. But perhaps it was a worthy one, because it unleashed more scrutiny on just who funds Third Way—and what agendas might lie behind it.

A senior vice president of Third Way eventually acknowledged that a “majority” of its funding comes from its board of trustees, and a majority of the trustees come from the financial industry.16 The Nation, poking around Third Way’s annual report, found a half-million-dollar donation from Peck, Madigan, Jones & Stewart, “a corporate lobbying firm that represents Deutsche Bank, Intel, the Business Roundtable, Amgen, AT&T, the International Swaps & Derivatives Association, MasterCard, New York Life Insurance, [pharmaceutical trade group] PhRMA and the US Chamber of Commerce, among others.”17

The magazine also notes a $50,000 donation from healthcare giant Humana, which Humana reports as “non-deductible lobbying.” In a later article, The Nation adds telecom giant Qualcomm, whose $25,000 donation is filed in the annual report under the rubric of “trade associations.”18

Third Way has caused ripples in both the financial and healthcare industries since its formation; in 2009, a draft memo arguing against the so-called public option for healthcare reform became public, with the Huffington Post noting that one of the authors was a former Blue Cross-Blue Shield consultant and another “a former corporate attorney with Hogan and Hartson, a Washington-based law firm and top healthcare industry lobby shop.”19

A year earlier, Truthout reported that Third Way was advising Jay Rockefeller, who was then chairman of the Senate Intelligence Committee, on “messaging” when it came to pushing for retroactive immunity for telecom executives who cooperated with the government’s warrantless spying in the years after 9/11.20

Among the reported Third Way trustees at that time with connections to the telecom industry was Reynold Levy, a former AT&T executive. Truthout flags four others who also have telecom ties. That might explain why the organization was intent on defending Senator Rockefeller in the New York Times back in 2007 against criticism that he was taking donations from telecom executives seeking immunity. The Times describes Third Way as a “moderate Democratic policy group that has supported immunity for the phone carriers,” but fails to mention the group’s own connections to telecom executives and companies.21

So much for transparency and accountability.

Another of the think tank’s areas of interest is recasting entitlement reform as something progressives should care about. This shouldn’t be surprising, given that a Third Way co-founder is said to be an “acolyte” of longtime austerity hawk and billionaire Pete Peterson.22

So what is new about Third Way? While a think tank with an ideological agenda may be old-hat, the lack of transparency in Third Way’s operations and media outputs, the amount of big money these days sloshing around looking to be translated into political action, and the freshly pressed dress with the sheen of neutrality that then appears on the runway, all together form a new fashion.

THE THINK TANK–INDUSTRY-GOVERNMENT-MEDIA NEXUS

How is war strategy “sold” these days? The Vietnam War was essentially sold to the establishment and the public by a small circle inside the Pentagon, including Defense Secretary Robert McNamara. The Pentagon Papers, leaked from within the bureaucracy, did much to buttress the public’s gathering disenchantment. But in the shadow-elite age, war plans have been sold by celebrity generals who are melded with media and think tanks supported by defense contractors. The target of our disenchantment, if we are disenchanted, is thus removed from us, the public, several steps farther.

It might seem incongruous to see the words “think tank” and “hot” in the same sentence. But it is fair to say that for the crucial years in the latter half of the 2000s, the Center for a New American Security was indeed hot. In 2009, the Washington Post described it as the “It” think tank for its sphere of influence in military policy.23

But what does that mean, exactly? Typically, it means that the think tank is having real influence on public policy. Because it is a think tank, and—in this case—a very new one, it is hard, if not impossible, to truly capture its reach.

CNAS was founded in 2007 by Kurt M. Campbell, who focused on international relations and security in top positions in government and the military (in addition to business endeavors, another think tank, and a column for the Financial Times), and Michèle A. Flournoy, who worked for the Department of Defense before affiliating herself with a university, a consulting group, and another think tank. Campbell and Flournoy defined the mission of CNAS as promoting “strong, pragmatic and principled national security and defense policies” as an alternative to the failed ideological approaches of the outgoing Bush administration.24 Delivering the opening keynote for the think tank was then-Senator Hillary Rodham Clinton, who had her eye (and apparently still does) on the White House.

Around this time, the idea of Counterinsurgency, or COIN, was becoming ascendant in military circles. Terms often associated with firmly held ideologies or evangelical religions were bandied about. Rolling Stone called it the “new gospel of the Pentagon brass.”25 Those who supported COIN were “COINdinistas,” “adherents,” “disciples,” “believers,” with “zeal.” Their chief “prophet” or “guru” was General David Petraeus, then carrying out the so-called surge of forces in Iraq.26 That surge incorporated COIN principles: emphasizing intensive local engagement. As one observer put it (again, note the religious imagery), “[t]he holy trinity of modern counterinsurgency is clear, hold, and build.”27

The use of the language of religion to describe its leaders and acolytes, reminiscent of the exalted stature of the economic High Priests we discussed earlier, may signal intense devotion to the cause, worship of the leader, and close relations among believers.

Writing in the American Conservative, a COIN critic cast a skeptical view of the 2009 CNAS annual meeting:28

[S]eeking to establish muscular national-security credentials ahead of the presidential election, CNAS’s founders Michele Flournoy and Kurt Campbell made the savvy decision to position Petraeus’s expanding counterinsurgency (COIN) ideal in their own evolving agenda. It was a marriage of convenience. Petraeus’s patrons in the Republican Party were on the way out, and Democrats were looking to retool their neoliberal interventionism, latent since the Clinton administration, into a sort of Counterinsurgency 2.0. The result was on full display as Petraeus broke down current operations in Iraq, Afghanistan, and Pakistan: a “whole of government” or “full spectrum” approach, led by the U.S. military, requiring untold financial resources, more weapons in theater, and more boots on the ground to “protect populations,” turn around institutions, and train security forces. As one panelist said, “a long-term commitment” to the region. Nods of approval. A standing ovation. Why not? For every soul in the room who truly believes this is the “pragmatic and principled approach,” there was surely another for whom the Long War means guaranteed employment, flush contracts, justified research, more trips to Capitol Hill. A reason for being.

Okay, harsh words from someone disposed against CNAS. But what is important to examine—and what should raise our accountability hackles—is how the Eisenhower-era military-industrial complex has morphed, proliferated, and dispersed across institutions to birth a more-difficult-to-crack beast, one replete with moving parts and swimming in informality. To better understand this, let’s look at some specifics.

Defense Companies, Funding Support for War?

I begin with an important piece, albeit the one you’ll likely find least surprising: the donor portfolio of CNAS.

Many defense giants and associated consultancies can be found on CNAS’s funders page: Boeing, BAE Systems, Booz Allen, Bechtel, DynCorp International, Lockheed Martin, General Dynamics, Raytheon, and several oil giants.29 The Nation pointed out in 2010 that “[CNAS also] generates income from research contracts with the Pentagon and intelligence agencies.”30 And military contractors deeply involved in the wars in Iraq and Afghanistan also appear, like Aegis Defence Services, and KBR, which used to be part of Halliburton. In a 2009 piece by CNAS president John Nagl and senior fellow Richard Fontaine, they basically say that no one should be surprised by the presence of government contractors as part of the ongoing Afghan campaign. While the piece includes the thorny issues of managing forces driven by profit motive and not chain of command, they make it clear that contractors are here to stay and state that “not a single mission in Iraq or Afghanistan has failed because of contractor non-performance.”31 What is not noted in the article, however, is that CNAS gets support from companies like Aegis Defence Services and KBR. Does the donor portfolio of CNAS drive its policy? Of course, that is likely too strongly put and think-tankers would deny it, but the donor list invites questions.

That said, it would be short-sighted to ascribe some simple profit motive or quid pro quo to those perched at CNAS (and there’s no evidence to suggest that there was any such quid pro quo). Like many think-tankers, they seemed most intent on amassing influence, relevance, and contacts—and getting their message in the media. Even as Barack Obama took the White House rather than Hillary Clinton, COIN doctrine and CNAS flourished. The media, always hungry for a fresh narrative, found one and ran with it. The year CNAS set up shop, co-founder Flournoy was profiled in the New York Observer under the headline “Hot Policy Wonks for the Democrats: The New Realists.”32

Flowing among Think Tank and DOD and State

The think tank would serve as their launching pad. Less than two years later, Flournoy was tapped to serve on the Obama transition team and then tapped again as Under Secretary of Defense for Policy of the United States.33

Reporting on the transition in 2008, the Wall Street Journal noted that CNAS had emerged as a veritable defense and diplomatic “farm team for the incoming Obama administration.”34

Political scientist Abelson uses the term “holding tanks” to signal that the government now relies on think tanks (not only CNAS) to provide the “institutional memory” and expertise it now lacks, owing to massive outsourcing.35

Three members of the CNAS board of advisers found prominent roles in the Obama administration: Wendy Sherman as Under Secretary of State for Political Affairs; Susan Rice as U.S. Ambassador to the United Nations, and later National Security Adviser; and James Steinberg, Deputy Secretary of State.

Former Clinton White House Chief of Staff John Podesta, then on the CNAS board of directors, helped run the Obama transition team.

CNAS promoted other appointments in a July 2009 press release:36

The Center for a New American Security . . . is pleased to announce that its President, Dr. John Nagl, and Senior Fellow, Robert Kaplan, have been named members of the Defense Policy Board (DPB) by Secretary of Defense Robert Gates. Nagl and Kaplan join a distinguished group of experts, including CNAS’ founding Chairman William Perry, current CNAS Chairman Richard Danzig, and members of the CNAS Board of Advisers Wendy Sherman and Sarah Sewall.

At least one member of Congress found this wholesale flight from brand-new think tank to the high ranks of government troubling: Senator Jim Webb said this at CNAS co-founder Campbell’s confirmation hearings after President Obama nominated him as Assistant Secretary of State for East Asian and Pacific Affairs:37

The question really revolves around the creation of the Center for a New American Security in ’07 being heavily funded by defense contractors in government contracts. And then from staff notes, former CNAS employees then migrating into the president’s administration, and whether there are appropriate firewalls between the formation of that. This isn’t the same situation as, I know you would appreciate, as a Heritage or an AEI or a Brookings that had been in existence, for a long period of time, and had resident scholars. The viewpoint here is that it was created just before an election cycle, with these contracts moving into it, and then so many of the principals or employees moving into the administration.

Campbell’s nomination was confirmed.

And the think tank–government migration wasn’t just one way: in 2008, CNAS hired COIN adherent David Kilcullen, who’d been advising General Petraeus in Iraq.38

The concern Webb voiced about the think–tank-industry-government-media nexus is not the only area that raises questions; so does the COIN policy itself. But the MO, not its efficacy, is my focus. The conventional wisdom had it that COIN (along with a “surge” of forces) “worked” in Iraq. But given the adulatory coverage of COIN and Petraeus in the general press, buoyed by this nexus, it remains to be seen whether alternatives for policy toward Afghanistan received enough attention.39

Enlisting Journalistic Firepower

The nexus encompassed a crucial component not featured in Eisenhower’s military-industrial complex: the media. The COIN idea had to be sold to policymakers and the public. And here, in true shadow-elite style, we see the conflation of roles and agendas, and the challenges to impartial reporting and accountability.

We just mentioned Robert Kaplan joining the Defense Policy Board. Kaplan, however, did not come from a policymaking background; he is a journalist, a prolific author, and a longtime foreign correspondent for the Atlantic. Kaplan was part of the other indispensable piece of the CNAS strategy for gaining influence: harnessing media power, both in old-fashioned media and new. As one blogger joked, “CNAS Whale Swallows National-Security Journalists Whole.”40

CNAS’s then-CEO Nathaniel Fick, while not a reporter, is a telegenic presence. He took part early on in both the Iraq and Afghanistan wars as a Marine Corps infantry officer and then went on to become an author and, at one time, an on-air CBS News national-security consultant.41 (Interestingly, Fick is now CEO of Endgame, the cyber-defense company seeking to avoid the public eye.)

Among the CNAS writers-in-residence were well-known defense and intelligence print reporters: Eric Schmitt, Thom Shanker, David Sanger, David Cloud, Greg Jaffe, and perhaps most notably Tom Ricks. They worked at various times, sometimes with overlapping tenures, at the Washington Post, the Wall Street Journal, Foreign Policy, and the New York Times, among other outlets, each one either winning or serving on a team that won a Pulitzer Prize.42

Why does this impressive roster potentially undermine accountability? Of course, journalists are always hungry for access, and with newspapers in free fall it’s no wonder that CNAS was able to entice so many prominent names. But at least three of the reporters named above continued reporting or blogging in traditional media outlets while at the same time affiliating with CNAS and writing books that would then be reviewed in . . . all those traditional newspapers or affiliated sites, often by like-minded COIN supporters.43

Some of the reporters affiliated with CNAS have taken on full-fledged government roles. One of them, David Cloud, went on to serve as special assistant to the U.S. Ambassador to Afghanistan in Kabul during 2009, before returning to journalism at the Chicago Tribune’s Washington bureau.44

How can we trust the efficacy of information from sources, however astute, whose journalistic missions are potentially compromised by their conflation of roles and support from the very parties promoting policies about which they are reporting?

Flouting the Chain of Command

The shadow-elite age is also characterized by sidestepping bureaucracy and the practice of informality. When Major General Michael Flynn, then the top intelligence officer in Afghanistan, wanted to deliver a blistering report in 2009 on the state of intelligence-gathering in the country, he did so through CNAS rather than through any official channel where it might have been buried. He enlisted the help of a former colleague of Tom Ricks—Wall Street Journal reporter Marine Capt. Matt Pottinger—as a co-author, who then used CNAS to release the bombshell report.45

Take it from Flynn’s boss, General Stanley McChrystal, who said of Flynn once: “He never asks, ‘Why can’t we do this?’ He just busts down walls.”46 He wasn’t kidding. Not only did Flynn—at least in appearance—flout the military chain of command, but the think tank’s president acknowledged that “. . . it was an irregular way to disseminate an idea for a serving officer.”47

This highly unconventional release sparked many questions: Was the release privately vetted, as some reporters suggest, by McChrystal, the top U.S. and allied commander? There was this one from Politico: “More headaches for CNAS co-founder Michèle Flournoy, now under secretary of defense for policy, about whether her influential think tank is back-channeling the generals and COIN mafia outside of the chain of command?”48

While Flynn had informal relations with these think-tankers, who might have some role in making or shaping policy, they answer to no one. They are not under the same expectations and authority that a member of the military would be.

That flareup with Flynn didn’t deter CNAS or its old-media stalwarts; they also—wisely—didn’t neglect the new media.

Tom Ricks maintains a blog on Foreign Policy’s website called “The Best Defense,” which at one point included a special feature he called “Travels with Paula.” The writer of these guest posts was the soon-to-be famous Paula Broadwell, “knocking around Afghanistan, checking out operations, and visiting some West Point buddies,” as Ricks described her.49 Ricks would later give Broadwell an endorsement “blurb” for the glowing biography she wrote about her apparent boyfriend General Petraeus, saying: “All In feels at times like we are sitting at his side in Afghanistan, reading his e-mails over his shoulder.”50

Selling the Surge

CNAS was a prime mover in pushing a COIN-style surge in Afghanistan. It hosted a blog described by one writer as “the go-to [one] for the COIN set,” written by a former Army Ranger and young Middle East scholar named Andrew Exum.51 Exum was part of a group of think-tankers (CNAS and others) invited to travel to Afghanistan with General Stanley McChrystal in 2009 as part of a “strategic assessment team.” He and other think-tankers beyond CNAS filled the media echo chamber.52

In fall 2009, Exum released a report from CNAS in which he defined the “best-case scenario” to be one in which “. . . the United States and its allies agree to a fully resourced campaign to provide security for key population centers and continue to develop effective security forces,” though it probably wasn’t the most likely scenario.53 Exum appeared on PBS’s Frontline, lavishing praise on McChrystal and Petraeus, calling them “our best and brightest commanders.”54

Defense correspondent Nathan Hodge, in an article describing how the surge was sold, named think-tankers (other than those like Exum affiliated with CNAS) who provided their support via the media. Several of the reports featuring these think-tankers didn’t disclose their involvement in strategy-making or traveling with General McChrystal.55

Exum that fall faced criticism after reviewing (and panning) a book critical of McChrystal while failing to mention that he, Exum, had been a very recent adviser and travel companion of the general’s.56 Exum’s defense was a real head-scratcher: he insisted that the Washington Post book editors had to know that he had been part of the assessment team because it had been covered, well, on the front page of the Post itself. The burden, he was saying, was on the Post to police all of that, though they pointed out that their contract calls for writers to police themselves for even the appearance of conflict of interest. This could have been a rookie error: Exum is young and perhaps was unaware that newspaper departments don’t always know every detail of reporting in other departments, even if it’s on the front page.57

Exum, as we have seen, is far from alone. When quizzed about conflict of interest, many powerful players insist that unless you have the goods to back up a conflict-of-interest question, you shouldn’t even float it. They use this all-purpose line: good intentions, as perceived by the players themselves, trump everything and should inoculate them from inquiry.

The fact remains that for those inside the bubble, developing near or outright friendships with the people they cover, good faith deserves to be questioned. Often we are unaware of how much our conflicts dictate our judgment. As journalist Hodge astutely observes:58

This is how the Beltway consensus is built: not through some crude pay-for-play but through the subtle reinforcement of conventional wisdom. If the experience of Iraq taught us anything, though, it’s that reporters need to maintain an adversarial relationship with the people who are helping to craft policy.

The journalistic gloves didn’t really come off on the COINdinistas until Petraeus’s affair of the heart was revealed, which happened after a groundswell of criticism in Washington military and policy circles holding that COIN was failing in Afghanistan. Media outlets began to see that the true seduction had been of the media itself: according to Boston Globe columnist Joan Vennochi,59

[The media are in] deep mourning over the passing of Petraeus from fawned-over military genius to disgraced ex-CIA director. As they dish the latest Petraeus dirt, TV anchors and commentators shake their heads sadly over the affair that brought down the man who always answered their e-mail.

The New Yorker’s Jon Lee Anderson: “He was an exceptional military officer, and he helped steer a turnaround in what had been a hopeless, bloody mess of a war in Iraq. But his lionization by admiring and opportunistic politicians and fawning journalists and biographers—such as Paula Broadwell, the woman he was involved with—has been craven and boundless.”60

What warrants our attention is not the sensation of the Petraeus-Broadwell saga, but the blooming of a much more complex beast—in this case, the think–tank-industry-government-media nexus. These institutions have undergone seismic changes, with porous and blurred boundaries. The constellation they form is largely beyond our accountability.

The nexus is clearly alive and well. Soon after Petraeus’s outing, the COINdinistas recognized that even if COIN might have “worked” in Iraq, budget realities were not going to support the expensive vision of decades of engagement in Afghanistan.61 As they look for the next hot issues, the players continue to amass and reward the best and brightest among young thinkers in defense and related areas.62
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CNAS does not appear to be part of a broader network of like-minded organizations, but that was not the case for the Republican defense establishment that preceded it.

Beginning in the 1980s, proponents of the “Star Wars” Strategic Defense Initiative set up or mobilized several pressure organizations to influence the opinion of decisionmakers, helping to keep missile defense alive after the end of the Cold War. And think tanks, along with so-called “letterhead organizations,” helped buttress the dozen or so players I call the Neocon Core, who helped push the U.S. to war in Iraq in 2003.63

The Neocon Core used a web of interlocking memberships in these think tanks to help generate buzz and give the veneer of scholarly disinterest and neutrality to policy pronouncements that in reality were serving the ideological interests of the players agitating for war.64 And it went farther than that. Their experts, true neoconservative believers affiliated with their think tanks, were brought in to populate secret offices in the Pentagon. These offices were set up to supplant the government’s intelligence-gathering and analysis with their own version of the Iraq threat, a version that served the neoconservative goal of invading Iraq, but was at odds with much other intelligence gathered and did not reflect the facts on the ground.65

Next we’ll look at how social networks that surge and coalesce around think tanks amid a governing and policy vacuum—the ruins of communism—can wield influence beyond accountability, for better as well as for worse.

ERSATZ GOVERNING?

The supreme case involves George Soros, the Hungarian-American billionaire, hedge-fund magnate, and global philanthropist. Having headed the most successful hedge fund in history for thirty years until 2000, Soros embodies “almost mythical status as a market player, influencer, and commentator,” as Paul Stubbs, a sociologist long based in Zagreb, Croatia, who has seen Soros’s operations up close, puts it.66 Through his web of Open Society Institutes and Foundations, beginning in the early 1990s, Soros has supported an important and unusual series of entities, first in Central and Eastern Europe, and later with near global reach. And while most of them are not, strictly speaking, think tanks, some have served as a springboard for elite networks—sometimes shadow elites—to make policy and to set up organizations explicitly called think tanks. Toward that end, in recent years, Soros created a Think Tank Fund that provides institutional backing to certain think tanks and supports specific programs.67

Soros’s projects have contributed immeasurably to the region—from fostering intellectual capital to specific programs benefiting thousands of people. Still, the Soros Empire, as it has been called, provides a case study in how politics (and society) can be fashioned, and even de facto governing accomplished, through entities whose MO and networks exhibit informality, flexibility, and ad-hoc-ery—offering up certain challenges to accountability.

Stubbs, upon whose research and writing this section is drawn, casts a critical eye on the enterprise, as do several other scholar-observers here referenced.68 And I, myself, encountered Soros-originated institutes and foundations through my many years based in Poland and my studies of foreign aid to Central and Eastern Europe.

First, some background. Soros ventured into philanthropy beginning in the late 1970s. His initial substantial commitment was to back dissident groups in communist Eastern Europe during the 1980s. He helped bankroll the NGO Helsinki Watch (later Human Rights Watch) and also funded projects such as universities’ purchase of photocopy machines so they could circulate literature outside state control.69 When the Berlin Wall fell, Soros launched the Open Society Institute (OSI), with offices in both New York and Budapest. In 1993, national Open Society Foundations were set up in most post-communist countries of Central and Eastern Europe, and in the former Soviet Union soon afterwards.

Soros’s broad vision was “to promote open societies by shaping national and international policies with knowledge and expertise,” as political scientist Diane Stone has written.70 (The “open society” concept comes from the philosopher Karl Popper, his onetime professor.) His foundations and their networks have sought to advance progressive social agendas—promoting democracy, human rights, and civil society—with initiatives ranging from supporting independent media to the rights of women, gays, and Roma.

But what, exactly, is the Soros Empire?71 It is neither fish nor fowl, exhibiting some of the characteristics usually associated with transnational expertized networks, global public-policy networks, transnational advocacy networks, and international knowledge networks, as Stone, who was affiliated with a Hungarian Soros-sponsored university and has investigated policy networks and philanthropy, has written.72

In this blurred space, Soros entities are marked by flexible identities, fuzzy boundaries, and insider-ism. Soros, seen by some critics as “far too pragmatic to care about details,” as observer Călin Dan put it, has consistently relied on an inner circle of trusted advisers to identify key individuals in each country.73 And these individuals, supplied by Soros with money, office space, and practical help, have been afforded “considerable autonomy” to set up shop in their countries, as Stubbs writes. He notes that,74

in an essay on the role of the Foundation in Croatia, Slavica Singer, a founding Board Member, is quoted as suggesting Soros introduced a “jazz-structure” mode of function, based on considerable local improvisation, allowing the Foundation to escape from bureaucratization and work effectively in a rapidly changing environment.

Soros’s overarching goal was to bolster the creation of a new policy elite opposed to both communism and nationalism. His distrust of bureaucracy and formal procedures, and his endorsement of risk-taking, have meant that innovative and experimental programs could be quickly implemented. “Nothing is settled in his environment,” says Dan, such that “his change of initiatives can be seen as part of a general strategy which uses chaotic motion in order to reach creative solutions.”75

This MO, employed in an environment of those already practiced in bureaucratic workarounds, has spawned perhaps the ultimate informality. Sociologist Kim Lane Scheppele, who, like Stone, worked for a Hungarian Soros-sponsored university, observes that “Things change suddenly, without warning, and everyone simply has to adjust.”76

It is no secret that Soros institutes and foundations in a given country are almost always associated with a particular elite network that has its fingers in many pies (politics, business, intellectual pursuits, philanthropy)—a network usually well known locally and for which people might even have a nickname. And it is no secret, as Stubbs puts it, that the influence of the network is “compounded by the ample resources available to foundations, compared, for example, to public universities and even some governments.” “In some countries,” he writes,77

such as Serbia under Milošević, the Open Society Institute elite was, in many respects, a state elite in waiting. In other countries, certain charismatic individuals used their Soros role to enact a kind of anti-political politics.

Such network-based, and often exclusive, operations have faced criticism, even as some of their projects succeed in genuine outreach. Stubbs assesses, for instance, that while purporting to promote democracy and progressive causes and while trumpeting expertise and professionalism, the network is, “above all, highly elitist” and often appears “to favor people whose connections outstrip their qualifications.”78 Scheppele adds: “The network operates in a more imperial fashion, without democratic processes or the security of expectations that the rule of law brings for those who actually work there.”79

What do these informal, ad-hoc operations of chosen elites produce? Stubbs describes80

. . . a generation of emerging flexians working in and expanding fluid, and unaccountable, spaces of power. Despite these flexians’ roles in advocating for democracy, human rights and civil society in transitional settings, . . . the forms in which these advocacy initiatives are expressed may serve to erode the very developments they purport to promote. Above all, their emphasis on informal relationships, interpersonal connections, and network power reinforces and reproduces, albeit in a completely different context, a communist legacy in which “who” one knows is more important than “what” one knows. The players created by these cash-flush operations could hardly be more relevant when it comes to influencing and even governing.

Some of these elite players form think tanks and some of these organizations appear to operate not so very differently from new-style think tanks elsewhere. As Stubbs told me:81

The very idea that there was something else—a fourth form (not state, government, or civil society but think tanks)—was introduced into the region by Soros in the late 1990s/early 2000s. This coincided with the need to go beyond the big picture, the grand narrative of social change, and Soros’s turn to the nuts and bolts of policy. This move gave the Soros elite another “in”—and means of having an impact in unaccountable ways.

Stubbs, who has observed the think-tank scene up close in Croatia, cites the case of the Croatia Legal Centre. “Its Soros elite worked very closely with the government,” he says, “but was not directly part of it. Policy creation was outsourced, blurring the boundaries between where government begins and ends.”82

In short, the Soros network has helped forge new spaces of governing where informality and the primacy of the network trump democratic process. And even when good works are done and we support the people or particular policies pursued, the fact is that there’s little room in such spaces for accountability to the public.

Next, we’ll look at another model of influencing with think tanks as the focal point: networks of entities set up by like-minded, ideologically driven networks of players. These think tanks focus on issues ranging from climate change to spreading free-market ideology.

LAUNDERING INFLUENCE FOR A CAUSE

Climate-change deniers have brought organizing around their agenda to a high art. A report by the environmental activist organization Greenpeace describes a “secret plan” forged in 1998:83

[A] small group sat down together at the American Petroleum Institute . . . to draw up a communications plan to challenge climate science. The group included representatives from Exxon, Chevron, [coal burner] Southern Company . . . and people from a number of the front groups and conservative think tanks that are still campaigning against climate science today, including the George C. Marshall Institute, Frontiers of Freedom, The Advancement of Sound Science Coalition and the Committee for a Constructive Tomorrow. . . . The plan they drew up proposed: “a national media relations program to inform the media about uncertainties in climate science; to generate national, regional and local media on the scientific uncertainties and thereby educate and inform the public, stimulating them to raise questions with policymakers.”

Since then, scholars and reporters have been trying to understand these organizations and their sponsors. It isn’t easy. What we do know is that the “Merchants of Doubt”—so-called contrarian scientists and their allies, as historians of science Naomi Oreskes and Erik Conway call them (also the title of their 2010 book)—have built “informal networks of action and influence, based heavily on personal contacts” and driven by ideology. These influencers exert their power across a wide range of life-and-death debates over science and public-health policy, everything from tobacco and acid rain to the ozone hole, DDT, and, especially important in recent years, global warming. “Contrarian” scientists Frederick Seitz, William Nierenberg, and Robert Jastrow co-founded the George C. Marshall Institute, which the watchdog group Source Watch describes as a “non-profit” powered by oil and gas money. This “think tank” coordinates with more established ones that share their views to undermine research findings that they see as overly alarmist. Of course, they promote not only their own ideological bias but also the interests of their energy-industry patrons.84

The climate-denialist movement is a vast one, but we will confine ourselves here to think-tank involvement. Media Matters, a nonprofit information and research center, has a useful compilation of their activities:85

•  On the Manhattan Institute: “Media outlets have turned to the Manhattan Institute’s Robert Bryce at least 39 times this year to comment on energy issues without disclosing that the Manhattan Institute is partly funded by oil interests.”86

•  On the Heritage Foundation: It maintains a database with a staggering number of “experts” that busy reporters could call on—not necessarily scientists by any means—apparently willing and able to talk about climate change.87

•  On the Cato Institute: Patrick Michaels, an actual climate scientist, a contrarian, puts out an op-ed at least once a month for outlets such as Forbes, the Washington Times, the National Review, and others.88

•  On the Heartland Institute: It holds an annual conference for denialists and features lawyer James Taylor, who has appeared on Fox News and in Forbes.89

•  On the American Enterprise Institute: Media Matters flags a 2007 report from the Guardian showing that AEI was offering scientists and economists $10,000 and travel expenses to sow doubt in a big climate-change report from the Intergovernmental Panel on Climate Change issued that year.90

Denialist books spiked in 2007, speculate environmental sociologist Riley Dunlap and political scientist Peter Jacques, because of both the release of that report and the Al Gore documentary An Inconvenient Truth. They maintain that many of these books originated in some pivotal way from these allied think tanks and point out why books carry influence well beyond the actual reader:91

[The authors] are interviewed on TV and radio, quoted by newspaper columnists and cited by sympathetic politicians and corporate figures. Their books are frequently carried by major bookstore chains, where they are seen (even if not purchased) by a wide segment of the public, [and] many receive enormous publicity on [conservative think-tank] websites and from conservative and skeptical bloggers.

Dunlap and Jacques studied the credentials and provenance of more than a hundred climate-denial books and found that seventy-two percent had a “verifiable link” to a think tank; at least ninety percent had no peer review in the conventional academic sense; and fewer than forty percent were written or edited by people with relevant scientific credentials. This “allow[ed] authors or editors to recycle scientifically unfounded claims that are then amplified by the conservative movement, media, and political elites.”92

These think tanks have helped create what the scholars call an “alternate academia,” and it’s one that has become more vast and harder to trace, as DIY amateurs have gotten involved as well. Interestingly, they suggest that the involvement of a few real scientists drew out a “wide range” of those writing about a subject for which they had little or no credibility. Many of these armchair “climatologists” have expounded in their own self-published books. (Of course, self-publishing has also become more acceptable in recent years.)

Have such think tanks and the coordinated strategies of climate-change deniers had the impact they desired? They appear to be at least one factor in swaying public opinion (though this would be difficult, if not impossible, to prove definitively). Gallup polls show that the number of Americans who thought the risk of global warming was exaggerated stood at around 34 percent in 2006. By 2010? Some 48 percent. Over the past four years, that number has come down to a still-high 42 percent.93

Dunlap and Jacques also note the “diffusion” of think-tank–powered denialism crossing borders: “vigorous denial campaigns have developed in the United Kingdom, Canada, and Australia, and to a lesser degree in a number of other nations.”94

If you think it’s hard to figure out the credentials of those discussing climate change, just try figuring out how to account for the enterprises’ funding.

A 2013 study by professor of sociology and environmental science Robert Brulle found that ninety-one climate-denial organizations took in nearly $900 million, but only $64 million came from “identifiable foundation support.” He notes “evidence of a trend toward concealing the sources of . . . funding through the use of donor-directed philanthropies.” The climate-change–denial agenda is being hyped through a range of organizations—conservative foundations and think tanks, trade associations, and advocacy groups with robust ties to friendly politicians and media outlets—that often obscure the source and sponsorship of the “information.”95

A modus operandi similar to the climate deniers can be found at the Atlas Economic Research Foundation, which has been described as “the Johnny Appleseed of anti-regulation groups.”96 Its focus is germinating “free-market” think tanks outside the United States. Sociologist Karin Fischer and political scientist Dieter Plehwe studied the Atlas network, which has aimed to stem a so-called “Pink Tide” of populism, or socialism, from pushing across Latin America:97

Over time, the Atlas Economic Research Foundation has become a central node in the transmission of funds, personnel and other resources in the transnational flow of neoliberal ideas and policies. . . . Membership of the Atlas network has been growing fast since the 1980s. The Atlas global directory currently comprises of [sic] 448 institutions worldwide. It is most important to realize that the various think tanks listed are not stand alone operations. Due to the embeddedness of each of the organizations in a comprehensive network, the total is larger than the sum of the individual parts.

Alejandro Chafuen, who describes himself as covering “think tanks, scholars and champions of innovation,” quotes these same scholars in a blog posting for Forbes. Titled “Think Tanks and the Power of Networks,” his posting champions the effectiveness of Atlas and other such think-tank networks in reaching their goals. Only by clicking on his full bio does the reader learn that he has been “president of Atlas Economic Research Foundation since 1991.”98

So much for full disclosure and accountability.

[image: Image]

What should we make of the new species of think tanks? While the new-style think tank, like the old, draws on a neutral, scholarly imprimatur, it marches to a different drummer than in the past. Enmeshed in the think–tank-industry-government-media nexus, these outfits push the boundaries to the limit and accountability, too, in the process.

In the next chapter, we look at the world of academic institutions, which play perhaps even more impressively on that supposed scholarly neutrality—and further challenge accountability.


CHAPTER 8

Professors, Physicians, and Prestige for Hire

We, the public, may have little faith left in formal institutions, but in prestige we still have some trust, even as what that social marker comprises may change. High-prestige institutions of higher learning still command respect and accrete prestige to those affiliated with them. And, like the new-style think tanks we saw in the last chapter, so the hallowed halls of academe, under many of the same pressures and sea changes, have bred new-style entities and messengers. And, like the new-style think tanks, it is the image of the impartial, incorruptible scholar or researcher that is bought and sold and that enables that scholar or researcher—who may be anything but impartial—to be so effective. In this chapter, we see again how fuzzy boundaries, titles, and definitions enable deniability; make it difficult to get to the bottom of who is behind what; and challenge accountability.

First we’ll look at professors in the political and social sciences for whom the label “shadow lobbyist” would better characterize some of their activities; their efforts have been solicited and crafted by a consulting firm. Next we’ll look at the High Priests—specifically, economics and finance professors—who, using their “we-are-the-experts” mantra to exclude others and shield themselves, employ their most prestigious roles (read: named professorships) to persuade the public, all the while masking their agendas and roles in the financial arena. These trailblazers, incidentally, were the first to show me how shadow elites and shadow lobbyists operate. Then we’ll check out so-called Key Opinion Leaders, high-status physicians or researchers in the medical/healthcare arena. Finally we’ll turn to academic institutions themselves, which, increasingly reliant on titans of industry for funding, dress up corporate and billionaires’ goals with a scholarly blessing.

None of this bodes well for accountability. Instead, it bodes ill, because the scholars’ activities are light years more effective—and insidious—than the antics of any celebrity, as we shall see. And it especially bodes ill because we scarcely even know it’s going on.

PRESTIGE PROFESSORS, SHADOW LOBBYING?

Have former basketball star Dennis Rodman’s visits to North Korea convinced us that Kim Jong Un, of mass starvation, concentration camp, and execution fame, is reforming? Or that he is somehow becoming a good guy?1 I don’t think so. We may not be persuaded by the likes of Rodman, but we are routinely swayed by the writings and appearances of certain elite academics who participate, either actively or unwittingly, in “reputational laundering” on behalf of unsavory regimes. And while Rodman’s “basketball diplomacy” has been subject to intense media scrutiny, not so these academics, who, trading on their prestige, air their favorable assessments of the regimes’ progress, without also airing that they receive pay or perks from them, albeit indirectly.

Without paying much attention, I—like many others, no doubt—developed during the mid-2000s a somewhat more favorable image of Libyan dictator Muammar Gaddafi’s regime. Unbeknownst to me or the public at the time, this was most likely the result of a campaign by a Cambridge, Massachusetts–based consulting firm, Monitor Group. The firm contracted with the Libyan regime between 2006 and 2008 and engineered a sweeping effort to influence public opinion regarding Gaddafi’s Libya.2 Using illustrious academics, public intellectuals from both sides of the Atlantic, and former government officials, the campaign burnished the leader’s image. Monitor, however, was not registered as a lobbyist for Libya, as any American organization lobbying on behalf of a foreign government is required to do.3 For this non-lobbying, Monitor commanded a retainer of three quarters of a million dollars per quarter.4

The Monitor Group—now Monitor Deloitte after its purchase by Deloitte in 2012—from its inception has capitalized on its proximity and connections to the world’s most prestigious university. The firm was founded in 1983 by a handful of entrepreneurs connected to Harvard Business School, including one of its best-known professors, Michael Porter.5 The Boston Globe describes young HBS graduates eager to capitalize on “both Porter’s reputation and the Harvard ‘brand’” at a time that branding wasn’t yet au courant. Like the other new-style entities we’ve described throughout this book, Monitor seemed to avoid clear definitions, titles, and boundaries.6 A couple of those in control boasted that the firm was “less formal” and had “very little structural hierarchy.”7 And it was so secretive about its clients that even many within it didn’t know who all the clients were. As one 2001 profile of the company states,8

Even in the buttoned-down world of consulting, Monitor Group is notable for eschewing the traditional corporate stratification. Instead of having a cadre of vice presidents and corporate spokespeople, Monitor defines people in a different way. In addition to having “thought leaders” in its continuing education division, Monitor University, the group also employs a “chief knowledge officer,” who works in marketing. . . . [Monitor] has such a hyper-confidentiality policy about not identifying clients that their names are not even mentioned in-house. Instead, Monitor consultants use acronyms when discussing clients so that others within the firm cannot figure out who the client is.

That secrecy and lack of definition seem to have provided some convenient cover when, in 2009, news trickled out through documents obtained by a Libyan opposition group detailing Monitor’s lucrative contract with the ruling regime.9 But it wasn’t until 2011, when Gaddafi began violently quelling the Libyan uprising, that anyone took much notice.

The documents show that Monitor sent hand-picked “thought leaders” to Libya to lend its client prestige. They also show that even though its elaborate plan looked, at best, like high-class whitewashing, and at worst, like straight-up lobbying, Monitor eschewed the label of “lobbying organization.”10 Indeed, the title of one of Monitor’s status reports makes it clear that the trips to Libya were part of a “Project to Enhance the Profile of Libya and Muammar Qadhafi.” To further this mission, the firm promised to11

. . . provide operational support for publication of positive articles on Libya in these publications. For example: Wall Street Journal, New York Times, Washington Post, Economist, International Herald Tribune, Financial Times, Weekly Standard, National Interest, Public Interest, Foreign Affairs, etc.

Such articles required authoritative authors. Monitor, according to a self-described “action plan,” aimed to12

. . . identify relevant policy-makers and influencers, politicians (both Democratic and Republican), government officials, thought-leaders and academics and journalists. These individuals will be of the highest caliber in their respective professions and circle of influence.

Monitor was evidently successful in its efforts. The public intellectuals it enlisted included former Harvard Kennedy School dean Joseph Nye; political scientist Robert Putnam, best known for his book Bowling Alone; Princeton historian Bernard Lewis; famed End of History author Francis Fukuyama; political theorist and democracy advocate Benjamin Barber; and MIT Media Lab director Nicholas Negroponte, among others.13

Gaddafi’s reputation benefited from the credibility the academics brought with them, the articles about their visits some of them wrote upon returning from Libya, and debriefings allegedly given to U.S. government officials.

Bernard Lewis is promoted in Monitor’s documents as having access to the “entire” Israeli embassy; Negroponte is valued in part because his brother, John Negroponte, was then Deputy Secretary of State.14

Joseph Nye wrote an article in the New Republic about meeting Gaddafi and the possibility that he might be evolving into a more enlightened leader; the article does not say Nye was paid a fee by Monitor Group.15 Princeton professor Andrew Moravcsik penned a piece for Newsweek called “A Rogue Reforms,” with no mention of Monitor.16 Benjamin Barber wrote a similar piece in the Washington Post, also with no disclosure.17 The documents boast that Barber “writes frequently for Harper’s Magazine, The New York Times, The Washington Post, The Atlantic, and many other scholarly and popular publications[.]”

Not all were academics. I can’t say I was surprised to see Richard Perle’s name in the documents. A former assistant secretary of defense under President Ronald Reagan, Perle has long surfaced at the epicenter of a head-spinning array of business deals, consulting roles, and neoconservative ideological initiatives, consistently courting and yet skirting charges of conflict of interest. Perle’s name alone is his calling card: he had unimpeded access to the highest levels of power in the Bush White House. The documents state that he “made two visits to Libya (22-24 March and 23-25 July 2006) and met with Gaddafy on both occasions. He briefed Vice President Dick Cheney on his visits to Libya.”18

The British sociologist Anthony Giddens, a well-known public intellectual, also visited Libya twice and published an article following each visit, making no mention of the Monitor Group. In the second piece, in the Guardian, Giddens asks whether “real progress [is] possible only when Gaddafy leaves the scene? I tend to think the opposite. If he is sincere in wanting change, as I think he is, he could play a role in muting conflict that might otherwise arise as modernisation takes hold.”19

The Monitor case illustrates how the reputation of the impartial scholar can be leveraged for possibly less-than-reputable purposes. But it also shows something more. When accused of being involved in an unseemly practice, academics can also quite plausibly insist that they had a genuine interest in scholarship or improving international relations or the betterment of society. Indeed, as I and many other academics do when abroad, many of them delivered public lectures during their trips. I, myself, might find the offer of a trip to Libya enticing (I’m an anthropologist, after all). Still, it would seem wise to think seriously about how one’s credibility might be used when being hosted by a leader like Gaddafi and paid by a consulting firm tasked with doing it’s-not-clear-what for such a regime.

Backtracking?

And yet the case is laced with ambiguity. When these academics were forced to explain their involvement in the PR program (and not all did), it wasn’t entirely clear what the Monitor Group had told its “thought leaders,” or even that all of them were compensated. Nicholas Negroponte, for instance, says he wasn’t paid a consulting fee or travel expenses, and “proudly” viewed his visit as an academic, diplomatic, and humanitarian opportunity.20 Joseph Nye said he was paid, but also viewed the trip as enriching his academic research. His New Republic article wasn’t explicit about that fee; in responding to criticism, Nye said that editors had revised the second sentence of his disclosure. The original read:21

I was in Libya at the invitation of a former Harvard colleague who works for the Monitor Group, a consulting company which has undertaken to help Libya open itself to the global economy. Part of that process is meeting with a variety of Western experts whom Monitor hires as consultants.

Even if the second sentence had been published as written, it’s not at all clear that readers would grasp that Monitor had paid Nye. Also note the way he presents Monitor’s agenda, as helping “Libya open itself,” which, of course, sounds better than “rehabilitating the reputation of a notoriously violent dictator.”

And surely this may have been how Monitor sold the academics on its project: when the firm put out a statement, it insisted that it had lofty goals, such as trying to help Libya in “. . . accelerating modernization and increased openness. . . .”22

Benjamin Barber also came out swinging in his own defense and (presumably unintentionally) offers some credence to critics of freelancing intellectuals. In one interview with Foreign Policy, he ponders the “old question that goes back to Machiavelli” of whether thinkers should engage with power: “My answer is that each person has to make their own decision.”23 In another defense to The Nation, he insisted that he was genuinely interested in fostering democracy in Libya and was never swayed by money, or told to write anything at Monitor’s urging, adding: “. . . it is not who pays you that is important, but whether they are paying you to do what you do, or you are doing what they want you to do because they are paying you.”24 Barber also suggests that if you have a longtime reputation for integrity, you should be trusted to regulate yourself.

Barber indeed has a point. The shadow-elite age of representational juggling and focus on performance is also an age of ambiguous ethics. People who try to take action, even—perhaps especially—positive action across venues, find themselves making judgments (and, often, uneasy compromises) amid an ethical minefield. I know more than one of the scholars named above and do not believe they are bad people. Still, on the face of it, this sort of activity raises questions. And while self-regulation is essential, is that the only answer? Should not one’s peer group and outside community (the public, that is) be concerned? After all, we are the consumers of such seemingly independent assessments by big-name scholars.

If the various “thought leaders” believed they were engaged in something wholesome, it’s worth noting that at least one wasn’t fooled. Danielle Pletka of the American Enterprise Institute was invited, and declined. Her reasoning:25

I did not have any desire to aid and abet Gaddafi’s P.R. effort. It was clear that was what was intended—the person from the Monitor Group spent quite a lot of time on the phone telling me all about how Libya had changed for the better and how they wanted the world to see them. That’s P.R. in my book.

Robert Putnam, who met with Gaddafi, says that he declined a second trip, saying “by then I had concluded that the whole exercise was a public-relations stunt.”26

The fact remains that top intellectuals found it necessary to engage in rhetorical jujitsu to explain their (perhaps inadvertent) role in a propaganda program. They expressed very little regret, not to mention shame. And yet is it not their professional obligation as analysts of politics and society to suss out the settings in which they choose to operate and anticipate the consequences of their actions? Meanwhile we, the consumers of media, were misled by their actions. Was our trust not violated?

And yet the activities of these academics can hardly compare to some of the compromised practices that have been taken to an art form by the High Priests of economics and finance.

HIGH PRIESTS, SHADOW LOBBYING

While the opportunities for, say, historians and political scientists to make money outside the academy are comparatively rare, the same cannot be said for those whose expertise is in economics or finance. For some time, these scholars have plied their trade outside academe as consultants with, say, the International Monetary Fund, or as experts testifying before governmental and policy bodies, such as parliamentary or U.S. congressional committees. At the high end, they have taken up stints in key public or governmental bodies like central banks (such as the Federal Reserve Board) and treasury departments, or with entities like the National Bureau of Economic Research (a prestigious outfit with which many American Nobel laureates in economics have been affiliated) or in leadership positions in academic associations and on editorial boards of journals.

But today, in our age of proliferating roles, representational juggling, and the prestige of big bucks, these High Priests also lend their services to companies and consulting firms.

At the same time, with greater effect than in the past due to the sea changes in the media (described in Chapter 5), these luminaries can help shape public opinion as never before through their op-ed pieces, TV and radio appearances, and public testimony. They interpret for us, the laity, what is happening in that impenetrably technical world of economics/finance, banking on our inability to understand without their help. And yet, while performing in their capacity as professors and prized experts, they can champion a particular policy or industry in the media or in testimony, without divulging that the policy benefits the industry for which they consult.

That is by no means all. While serving in key governmental and public roles, the High Priests act as gatekeepers for what information gets released to the public, who within their ranks gets promoted, what ideas get aired, and whose wisdom is the received of the day. We, the public, again are left to wonder whether they are proffering opinions gleaned from impartial research that are in the public’s interest, or rather those that might serve their own.

Sadly for us, as these players—notably, many at the high end of their discipline—traverse university, disciplinary, governmental and public, corporate, and media roles, many become shadow-elite or shadow-lobbyist exemplars, serving the interests of their fellows and firms before ours.

Back in early 2011, a reader commented on the website of the New York Times, responding to an article on whether economists needed a code of ethics: “An ethical code for economists? That’s a bit like adopting a chastity vow at the Bunny Ranch.”27

This comment is striking, and not just because it manages to put “economists” and “Bunny Ranch” in the same sentence: it shows the stark disillusionment many were feeling toward some in the profession who had presented themselves as impartial when dispensing economic advice, even when they may well have a personal interest at stake.

In the wake of the 2008 financial meltdown, academic economists are still called upon to expound on financial reform. Some top economists continue to pronounce on the economy and how to fix it, completely whitewashing their roles in screwing it up in the first place.

In 2010, Reuters examined nearly one hundred testimonies, mostly involving financial regulation, delivered by academics to the House Financial Services Committee and the Senate Banking Committee from late 2008 through early 2010. Among those they tracked who appeared before Congress while the most sweeping changes in financial regulation since the Great Depression were being debated:28

•  A Harvard law school professor who doesn’t mention his role on the board of a Wall Street firm.

•  A professor of economics at Ohio State University who mentioned three affiliations, all ones that bolster his image as impartial scholar, but not the four financial-firm board directorships.

•  A professor of finance at Louisiana State University. He described himself as the “Louisiana Bankers’ Association professor of finance,” but didn’t mention his directorship at an economic consulting firm.

•  A University of Pennsylvania Wharton Business School professor of real estate, who didn’t mention consulting work for a real estate giant and GE Financial.

•  A University of Chicago Booth School of Business professor who discloses that he is a consultant for a big bank trade association, but only in a footnote in his written remarks.

These professors are far from alone.

A few months before the Reuters report, Gerald Epstein and Jessica Carrick-Hagenbarth of the University of Massachusetts–Amherst released their study of the professional activities—outside the university—of academic economists. (While many economists work for financial firms, including those who helped devise the many faulty models we discussed earlier in these pages that measure risk, and they have been the subject of some criticism, much less has been aimed at the activities of academic economists who primarily identify as professors.29) Epstein and Carrick-Hagenbarth examined the activities of nineteen mostly “prestigious academic financial economists”30 who were linked to both public and international institutions and who belonged to two groups that “put forth proposals on financial reform.”31 They investigated the economists’ connections to both public and private financial institutions. Some not only consult for, or serve on, the boards of these private firms; they own or co-own them. The report declined to name their names because there are so many others like them, and the authors felt it would be unfair.

What the scholars found was not exactly surprising. Out of these nineteen prominent economists—all of whom gave “expert” advice to the media and public about financial reform—the “vast majority of the time, [they] did not identify [financial] affiliations and possible conflicts of interest.” This was also true when the economists published their work in academic journals.32 For elite economists, agility in affiliations may be the norm, not the exception. In addition to an academic post, having some attachment to a big public body like the IMF, the World Bank, or a Federal Reserve Bank can garner them prestige and benefits. An association with a private firm may bring additional standing, not to mention money.33

[The accompanying table] depicts the evident flexibility of moving from academic to public to private sector work for these elite economists. . . . The fact that well over half the economists we evaluated have positions with private financial firms shows how commonplace it is. . . . It is plain that the purely academic financial economist in our survey is a rare species indeed.

A Code of Ethics?

Epstein and Carrick-Hagenbarth lay some blame on journalists for not asking about or investigating possible conflicts. But they emphasize that it’s the economists themselves who really need a code of ethics.34

. . . economists should disclose relevant sources of financial support and relevant personal or professional relationships that may have the appearance or potential for a conflict of interest in public speeches and writing, as well as in academic publications. . . . First, some may argue that this code would be redundant since many academic economists are already working under a . . . policy as put forth by their respective universities. But these codes primarily proscribe conduct that would conflict with the interests of their universities and do not address potential conflicts with respect to the broader public or government. Moreover, many economists are not academic economists and they too should be held to uniform standards of professional conduct.

Second, some economists may believe that listing their paid positions on their CVs and/or biographies constitutes a sufficient act of disclosure. However, we do not think this is sufficient disclosure. Our proposed code would require economists to disclose all relevant potential conflicts of interest in all relevant situations, particularly in academic articles, general media pieces, speeches and testimonies.

It’s interesting to note that while other fields of practice, such as medicine and law (but also journalism, engineering, and accounting, along with other academic disciplines such as anthropology and sociology), have long had codes of ethics, not so economics.35

What happened to the proposed code of ethics? While some seventeen thousand economists belong to the American Economic Association (AEA), the code attracted fewer than three hundred signatories.

Nonetheless, the UMass-Amherst scholars’ work, the Reuters investigation, and the documentary Inside Job, which exposed freelancing academic economists-for-hire, all came out around the same time. When Inside Job won the Oscar in 2011, this brought a renewed burst of outrage and exposure to the problem.

The AEA was persuaded to act. New rules were adopted in 2012 requiring its members to disclose potential conflicts of interest in the AEA’s journals, including any “close relative or partner” of the author. An author who has received at least $10,000 from any “interested” party must be identified, defined as anyone with “financial, ideological, or political stake” related to the article. Paid or unpaid roles with corporations or nonprofits are also to be disclosed.36

As for public speech, like op-eds, TV appearances, or government testimony, the AEA merely “urges” the same disclosure.37 The AEA code also does not cover the array of academics found in business schools, including the ones mentioned above such as a professor of finance or a professor of real estate. The general reader might have heard that economists had adopted a new code, but few will appreciate the difference between a finance professor and an economics professor.

And, as the New York Times found in 2013, those kinds of academics are still spinning, this time on behalf of those who didn’t want the government to put curbs on speculators in the commodity business, and who deny that speculators are driving up consumer prices.38

[I]nterviews with dozens of academics and traders, and a review of hundreds of emails and other documents involving two highly visible professors in the commodities field . . . show how major players on Wall Street and elsewhere have been aggressive in underwriting and promoting academic work.

When questioned by a reader of his blog whether he was objective, the Times reports, one of the academics responded, “Uhm, no, dipstick.”39

It’s interesting that this professor responds contemptuously to a patently fair question. In his case, he directs a management institute at his school that has received money from companies involved in speculation. His defense is that he would have believed in speculation regardless of the money, as if the idea that money can incentivize behavior is an absurd one. Consider the irony that this denial of money-based motivation is coming from a professor of finance.

A small dose of public shaming—finally—got some reaction in the form of a code of ethics for economists. But the money and status from outside activities are so desirable and the patterns are so well entrenched that it remains to be seen if the new code will have an effect.

Epstein says it will take “five years or so” to know if the code will help “set norms of behavior that colleagues, the press, students and citizens can help hold economists to account.”40

Indeed, new, practiced standards of conduct are needed.

KOLS, SHADOW LOBBYING

The loss of faith in formal institutions is even more immediate to us, the public, when it comes to medicine and our own health care. When we go to a physician, we expect that professional to offer impartial advice and to act in our best interest. Our physicians, too, no doubt subscribe to the Hippocratic Oath and believe they are doing well by us. But some of our faith may be overblown. It turns out that some of their professional opinions may be influenced, often unbeknownst to them, by members of their professional community who the pharmaceutical and medical device industries call Key Opinion Leaders, or KOLs.41 Typically these experts are high-status physicians or medical researchers who sport impressive credentials and are affiliated with top medical schools, journals, and professional associations.

KOLs are paid or perked for their trouble: they often garner more in consulting fees from the industry than from their academic institutions;42 they can attract honoraria for travel and speaking fees.43 And yet it is their image as neutral, incorruptible scientists that lends them weight.44 The job of these opinion leaders is to convince their fellow professionals that a particular company’s product is the most efficacious.45 They are chosen for their authority among their peers and effectiveness in disseminating the message to their community. “The KOL is a combination of celebrity spokesperson, neighborhood gossip, and the popular kid in high school,” observes Carl Elliott, a professor at the Center for Bioethics at the University of Minnesota who wrote a book on the subject.46

And comes straight from the shadow-elite playbook: KOLs owe their success in the game in no small measure to flexible identities and fuzzy boundaries. As in the other arenas we’ve looked into, these qualities are essential to their influence and ability to deny that their industry ties have any bearing on their professional opinions.47 The academic physician who sits on the editorial board of a major journal or a medical specialty association can act as a gatekeeper for what gets discussed and published in his field, and we have no way of knowing whose interests are being represented. Your physician hears the talk, reads the journal, reviews the literature, all the while listening to the “authority”—that KOL—in a particular field.

KOLs have proliferated since the end of the Cold War, possibly worldwide. Their use is well documented in the United States, the United Kingdom, Central and Eastern Europe, and Latin America.48 If publication in an industry journal is any indication, their ranks have grown rapidly over the past decade-plus.49 From 2000 to 2010, “the number of articles in . . . Pharmaceutical Executive that mention ‘opinion leader’ roughly tripled,” explains Sergio Sismondo, who studies the intersections of philosophy and sociology of science and has written about these experts.50 Another indication of the increasing use of KOLs is the rise of new businesses that “recruit, train, and manage” them, Elliott says.51

KOLs and the big pharmaceutical and medical-device companies that underwrite them can have an outsized impact, especially in places where the compensation of physicians, researchers, and government officials is much lower than, say, in the United States and Western Europe. Sociologist Piotr Ozierański, who conducted more than two hundred interviews on the subject in Poland, points to the comparatively huge impact of KOL networks coursing through the Ministry of Health and other government entities, parliamentary bodies, medical professional associations, and the media. These opinion leaders managed to get a particular vaccine mandated and paid for by the Ministry of Health—a windfall for the pharmaceutical company that produced it—despite solid scientific evidence that the drug was ineffective.52

Framing the Discussion

Wherever they operate, KOLs help define what medical treatments and concerns we should pay attention to. KOLs—typically those focused on research—can frame the very discussion, establishing what issues and opinions are accepted with regard to certain drugs and diseases, says Sismondo.53 Elliott expounds:54

The reason [KOLs] are so important is their role in managing the discourse around a given product. Equal parts scientific study, commercial hype, and academic buzz, this discourse will begin years before a drug or device is brought onto the market, and will usually continue at least until the patent expires. If a company can manage the discourse effectively, it can establish the desperate need for its drug, spin clinical-trial results to its advantage, downplay the side effects of a drug, neutralize its critics, and play up the drug’s off-label uses. . . .55 Virtually all physicians are on the receiving end of this communication, but only a relatively few deliver it. If the industry can influence those few, then it can also influence the rest.

Researcher KOLs not only sway opinion about the efficacy of a drug to treat a condition; they also influence the very fact of defining that condition as an illness. A case in point is researcher KOLs in the United States working on female sexual dysfunction. According to Sismondo, they56

. . . acted as mediators between pharmaceutical companies, the FDA, physicians, and potential consumers.57 They held industry-sponsored workshops and wrote position papers that solidified female sexual dysfunction as an illness, thereby positioning themselves as the very experts to whom the FDA would turn for advice on drug submissions and to whom the media would turn for interviews and information.

Leading, Under Cover

KOLs often operate as intermediaries between government agencies, the medical community, and the public. In Argentina, multinational drug companies have enlisted opinion leaders to help forge alliances. They participate in seminars and symposia, pen “scientific literature” for circulation, and act “something like a brand spokesman,” says anthropologist Andrew Lakoff.58

Still, these opinion leaders do not explicitly and openly endorse specific drugs, “at least not in ways that are too obvious,” Elliott writes. Their ways are subtle and varied, and their views are disseminated59

. . . sometimes by word of mouth, but more often by quasi-academic activities, such as grand-rounds lectures, sponsored symposia, or articles in medical journals (which may be ghostwritten by hired medical writers).

KOLs can be (unpaid) authors of manuscripts that are “ghost-managed.”60 Here’s Sismondo:

These are manuscripts for which pharmaceutical companies control or shape multiple steps in the research, analysis, writing, and publication. Pharmaceutical companies not only fund clinical trials, they also routinely design and shape them, typically employing contract research organizations to run those trials. By combining and splitting datasets, the companies propose multiple manuscripts derived from a study or group of studies. Hired medical writers produce first drafts and edit papers, which publication planners expertly shepherd through the publication process. Because of the commercial importance of having the right sort of author and of keeping companies’ interests in the background, KOLs serve as the nominal authors of manuscripts. It can then appear as if respected independent researchers, rather than coordinated corporate teams, led the research and analysis. KOL authorship increases the perceived credibility of an article while hiding key features of the research process. For example, even though an array of employees and contractors—company statisticians and researchers, reviewers from multiple departments, medical writers, and publication planners—often contribute more to the research and the articles than the nominal authors do, they are only rarely acknowledged in journal publications.

Made for Deniability

As in the other arenas we’ve explored, appearances are vital; the performance of independence and impartiality is integral to players’ success. The same is true with KOLs. Both the industry and the opinion leader himself must maintain the patina of independence. Elliott observes that, for pharmaceutical companies, it’s “just as important . . . that a KOL is, at least in theory, independent” as are his status and credentials.61 Of course, these opinion leaders’ flexible identities do not augur well for impartiality. Yet, at the same time, displaying independence is the key to their influence and deniability.

In other work, Ozierański and co-author sociologist Lawrence King point to several dimensions of this issue, showing how informality and deniability are plaited into the process, especially in the field of drug reimbursement. They note that relying on KOLs may be necessary for drug companies that lack personal ties to policymakers and therefore are unable to push their products through direct lobbying. They further observe that using KOLs to endorse products is a convenient way of building a buffer between a drug company and decisionmakers, thus structuring in deniability. This is especially important in relation to contentious issues, as it minimizes the likelihood that the company will be caught red-handed. (The authors cite an example of a drug company using a PR agency which in turn uses its own KOLs.62) Finally, generating pressure through KOLs reduces the need to use formal channels, say, to provide hard evidence for the efficacy and safety of a drug or medical product. Those, of course, would be subject to accountability mechanisms. In other words, it is far more convenient to use a KOL as a messenger than to make a formal offer that potentially could be scrutinized.63 Informality is the handmaiden of deniability.

The Limits of Transparency

Transparency is widely seen as a panacea for rooting out corruption and ensuring accountability. But is it? Transparency relies on the idea that making activities visible will deter them from happening in the first place. Yet even when the facts are clear and known, transparency can be of limited use.

As with American economists who are now subject to a non-binding code of ethics, whether transparency has any effect remains to be seen. In 2010, the U.S. Congress enacted the Physician Payment Sunshine Act, which requires “drug and device companies to disclose payments to doctors and teaching hospitals to the Department of Health and Human Services.”64 The legislation followed Senate investigations that “targeted prominent academic physicians at Harvard, Stanford, Emory, Wisconsin, and Minnesota, among other universities.”65

The Sunshine Act was implemented in 2013, and the government is slated to launch its own searchable website. Before that, ProPublica had set up a searchable database using information from voluntary disclosures;66 from its website anyone with a computer can look up their physician to see if he or she has received pharmaceutical or medical-device dollars.67

What has been the result so far? The passage of the legislation may have forced companies to issue public reports on payments to physicians. ProPublica reported in 2014 that many top pharmaceutical companies had drastically cut their budgets for physician speaking engagements ahead of the disclosure rules taking effect.68 ProPublica suggests several possibilities for the pullback. One explanation relates to companies’ cyclical needs: drug patents were expiring and doctors are needed more for speaking at the beginning of a new drug’s life cycle. Another possibility is that the latest crop of approved drugs were specialty drugs that didn’t necessarily require many physicians to rally on their behalf. And yes, a third reason could be that the threat of disclosure is taking them out of the game.

It’s too early to fully assess this, of course. But there are indications that disclosure might be more of a performance, without having the intended effect. According to Elliott,69

Disclosure of conflicts is widely seen as a “win-win” solution to the KOL problem. Doctors get to keep accepting industry money; the drug companies get to keep giving it; and anyone else who might be affected can be reassured by the knowledge that the transactions are no longer secret.

What has happened to shame? As Ozierański explains: “It’s difficult to name and shame such high-status professionals because even if it’s clear that they have been involved in ethically dubious activities, they enjoy so much peer support and prestige.”70

With sanctions less than effective, the upshot is that accountability to the public is weakened by the use of KOLs. Trading on the reputation of the impartial scientist can’t help but violate the public trust. As Sismondo argues,71

. . . we should be addressing the larger issue of the “institutional corruption”72 of medicine; namely, that the pharmaceutical industry has a disproportionate influence on medical opinion, which weakens medicine’s ability to promote individual and public health in ways that are independent of the industry.

UNIVERSITIES, LENDING LEGITIMACY

Shame and institutional sanction are sometimes in short supply in the home base of the academic—the university itself. Many universities now have institutes or think-tank–like entities that engage in shadow lobbying and, in the process, help support academics. These entities can use the university’s impartial image to make a policy or a cause look like a scholarly conclusion, often downplaying or disguising the source of their funding.

One such place that has faced criticism is the Mercatus Center at my own university, George Mason. As the Wall Street Journal put it, “When it comes to business regulation in Washington, Mercatus, Latin for market, has become the most important think tank you’ve never heard of.”73

The Charles Koch Foundation has donated some $30 million to George Mason; in Jane Mayer’s investigation into Koch-funded political activities for the New Yorker, she writes this of Mercatus founder, former economics professor at George Mason, and current Koch Industries executive Richard Fink: “He said that grant-makers should use think tanks and political-action groups to convert intellectual raw materials into policy ‘products.’”74

Mercatus puts out a lot of product. Of the nearly sixty people listed as scholars on its site, more than a third are professors, mostly at George Mason.75 They regularly appear before Congress or federal agencies, not to mention the news media, sometimes identified as part of Mercatus, sometimes as professors, sometimes both.76 While those they are addressing may know that Mercatus is backed by energy-industry billionaires who virulently oppose regulation, the public, by and large, does not. One Mercatus scholar recently drew the attention of The Nation, and not even for his Mercatus association. He testified before a congressional committee, with no mention that he serves as a “director of the Global Economics Group, a consulting business that boasts in a brochure that its experts have been hired by industry to influence the [Consumer Financial Protection Bureau] and other regulatory agencies.”77

Another Mercatus scholar “testified before Congress on the costs of Dodd-Frank [and] . . . billed lobbying firm Greenberg Traurig (which represented the U.S. Chamber of Commerce and Nomura Holdings, among other firms) nearly $50,000 for his consulting work.”78 You won’t find this on his Mercatus page, which notes that he is on leave to serve as the chief economist for the House Financial Services Committee.79

When a firm promises that its “experts” will “make strong cases to support desired outcomes,” that sounds a lot like lobbying and nothing like scholarship. There’s plenty of irony in scholars profiting as they attacked the Consumer Financial Protection Bureau, brainchild of Senator Elizabeth Warren. That’s because she studied the problem of “scholars for dollars” herself when she was Professor Warren.80

In the bankruptcy area, data providers, such as the Credit Research Center located at Georgetown University, have taken money from the consumer credit industry to produce studies supporting the credit industry’s political positions. In the case of the CRC, the studies bear the University logo, but the Center describes the data as “proprietary,” belonging exclusively to the industry funders who decide what data are released and what data are held private.

That, of course, is anathema to academic norms of open research and publication.

As university budgets are strained and states reduce their contributions to public universities, pressure mounts for scholars, centers, and institutes to secure funding. University leaders and entire cadres of administrators are now deployed to beg for private and governmental dollars. Indeed, to have a better life at many universities, including my own—for instance, to secure summer salary, research assistance, travel funds—university entities and individual scholars need to raise money. At least some of that funding comes from corporations and other entities or individuals with advocacy agendas. As scholars are more for hire and universities succumb to the blending and blurring that have befallen other institutions, so do ethics blur.
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As we have seen in this chapter, one ever-more-prevalent way to organize influence involves using and abusing the supposed impartiality of the scholar/economist/physician/researcher and the academy itself. Again and again we have observed that, when appearances are not what they purport to be, our trust is violated.

Yet another way to organize influence, as we shall soon see, is to use and abuse the image of grassroots and nongovernmental organizations.


CHAPTER 9

“Grassroots” and Nonprofit Organizers

In what and whom do we trust? As we’ve seen throughout this book, our trust in formal institutions has been giving way to faith in the private domain: the blogger we feel we know; our friend who sends us articles to read, thereby acting as our editor; our participation in the “sharing economy.” Disillusioned with formal institutions, we turn to private ones.

Our attraction to things “private” leaves us susceptible to efforts that appear private, as if they were coming from likeminded souls. We are so enamored of the we-can-do-this-together spirit that a lot of influence is organized to appear as if it were coming from a genuine community effort, that is, from the grass roots. We like it so much that those who want to influence us organize themselves under the rubric of nonprofit organizations—that is, private ones. We like it so much that politicians and their wealthy donors organize their efforts informally and to happen outside public institutions like political parties.

Perhaps the only people who like these “grassroots” efforts more than we do are their organizers, because the grassroots cachet is so effective in accomplishing their goal. That is, influencing us.

The use of what in common parlance are “fake grassroots” or “front groups” is not new by any means. But the advent of the Internet and social media, as well as the decline of investigative journalism, has made it far easier and cheaper to channel secret influence, propaganda, and money. These developments have also nurtured simulacra—things that suck us in because they appear to be something else but aren’t. The digital age has sired a surge of “astroturfing,” in which companies, politicians, and other organizations fake a grassroots campaign to get their message across, leading the public to believe there is a groundswell of support rather than a few self-interested sponsors. Astroturfing predates the Internet, but the Internet makes astroturfing easier than ever before.1 The result of all this is that you can buy your morning coffee and more easily trace the source of the individual bean than it would be to trace the source of information that subtly influences your views on the most important public-policy issues of the day.

And influence such groups do, beyond the reach of accountability to us, the public.

The signposts for this form of influencing, straight from the shadow-elite playbook, should, by now, be familiar:

Tame or grassroots-sounding names, evoking citizens’ advocacy or genuine DIY efforts. Organizations and efforts that are staged from the top—be they by one or a handful of billionaires or a tiny cadre around a president. Entities that morph their purposes as convenient for their puppet-masters. Organizations sponsored by companies or the super-rich to create an echo chamber and make it appear that there’s a “there there” when there isn’t. The use of big names or former top officials to give organizations heft. Sponsorship and funding sources that are indirect and almost impossible to track. In short, an enterprise whose influence is steeped in obscurity and lends itself to deniability.

In this chapter, I’ll look at the use of “grassroots” groups and efforts employed by both corporations and self-interested individuals and networks, and amplified by digital means. I’ll also look at how political parties and ideological billionaires use their own “nonprofit” groups, often supported by donors whose identity is in the shadows, to make you believe that it’s your voice that matters, not theirs.

TOP-DOWN “GRASSROOTS”

In the United States, tobacco companies are perhaps the most accomplished corporate group when it comes to PR. In the 1950s, the industry perfected the state of the art through such techniques as placing ads, ghostwriting articles, courting media personnel and providing them with favorable copy, anticipating and countering unfavorable publicity, and mass circulation of favorable “news.”2

As time went on, the industry also tried to create a supposed groundswell of grassroots involvement—in their case, to oppose the encroaching restrictions on smoking.

One document comes from R.J. Reynolds in 1987: “By year’s end, 550 Smokers’ Rights Groups will have been formed in 500 . . . of the 750 metro areas . . . (in all 50 states).” The document talks about grassroots opportunities in “areas now undeveloped (that is, minorities.)”3

Some “grassroots” groups like these are anything but, existing solely to promote one cause on behalf of a company or an individual investor.

Nowadays, many such groups are organized as 501(c)(4) “social welfare” nonprofits under the U.S. tax code, or 501(c)(3) “religious, educational” groups and, as such, are not required to disclose their sponsorship.4 These are more formidable beasts than the “fake grassroots” and “front” groups of old.

Network of One

One group that received tobacco money is still around, boasting an eminently innocuous-sounding name, the Center for Consumer Freedom. It is a nonprofit enabler of soda-guzzling, junk-food–loving Americans everywhere.5

The Center was founded in 1996 by moneys from the tobacco and restaurant industries to thwart regulations on smoking. It has since moved on to fighting government restrictions on junk-food sales and genetically modified food.6 An ad taken out in Roll Call, credited to the Center, presents an emaciated, apparently African child whom the nonprofit says needs “Food Not Propaganda.”7 It does not mention the agri-business or food giant presumably bankrolling the ad. We say presumably because as a nonprofit, the Center for Consumer Freedom, run by former food-industry lobbyist Richard Berman, doesn’t have to report its donors.

From its “About” page:8

Many of the companies and individuals who support the Center financially have indicated that they want anonymity as contributors. They are reasonably apprehensive about privacy and safety in light of the violence and other forms of aggression some activists have adopted as a “game plan” to impose their views, so we respect their wishes.

Note that the Center for Consumer Freedom, unlike many such groups, at least acknowledges there is an issue.

The Center’s site is no-holds-barred: in one picture, New York City Mayor Michael Bloomberg, much loathed by food companies for his regulations aimed at junk food, appears as Nanny Bloomberg, dressed up in a lavender dress and scarf. There is nothing subtle about the message, though you won’t find details on its sponsorship.9

Sponsorship is similarly obscure with some of the other five “nonprofits” started by Berman, according to the New York Times, all with “similarly innocuous names.”10 At first glance, Berman might seem like Jesus multiplying the five loaves of bread and two fish to make enough food for his disciples to serve the multitudes.

Except, in Berman’s case, it’s hard to find the disciples.

Shades of simulacra can be seen with his “Union Facts” website, which looks at quick glance like a workingman’s paradise: happy, diverse faces are meant to signal “we care about labor.” But really it’s an anti-union operation; Berman’s organization insists that it is only seeking more “transparency” for union leadership, not the rank and file.11

His other organizations’ agendas run the gamut from fighting increases in the minimum wage to supporting decreases in blood-alcohol levels for drunk drivers. With “consumer freedom” as his mantra, Berman has tangled with nearly everyone, even Mothers Against Drunk Driving (MADD).

Berman eschews the term lobbyist. He apparently prefers advocate: according to a 2010 article in the New York Times, Berman’s detractors allege that his12

. . . organizations are little more than moneymakers for his for-profit communications firm, Berman and Company. Last month, in what appears to be a new tactic by those critics, the Humane Society and MADD filed a complaint with the New York Commission on Public Integrity, charging that the American Beverage Institute and Berman and Company were in fact lobbying and had failed to register with the state as lobbyists.

It’s hard to find the non in Berman’s “nonprofits.”

Big-Name Surrogacy

Other top-down “grassroots” groups sound positively praiseworthy, and this can make them even more seductive and insidious. Case in point: the Clean and Safe Energy Coalition. Who can argue, after all, with the need for safe and clean energy? For years CASEnergy Coalition has boasted as co-chairs former Environmental Protection Agency administrator and New Jersey governor Christine Todd Whitman; an original Greenpeace member-turned-PR consultant; and more recently, a former U.S. trade representative and one-time mayor of Dallas.13

CASEnergy Coalition is described on its website as a “national grassroots organization that supports the increased use of nuclear energy.” You would be forgiven if you missed these four defining words in its “About” section: “Funded by the industry. . . .”14

As concerns about global warming have swelled, the search for cleaner (if not necessarily safer) power has meant that the nuclear industry has found a more sympathetic ear in corners of both the Republican and Democratic parties. A journalist who dug into CASEnergy Coalition in 2010 found that assisting that effort has been $600 million spent on lobbying over ten years, involving aggressive courting of both Democrats and labor unions.15

Not all of it is traditional lobbying.16 The journalist reports that, to gain support,

[T]he industry, led by the [trade group] Nuclear Energy Institute, has created a network of allies who give speeches, quote one another approvingly and showcase one another on their Web sites. The effect is an echo chamber of support for nuclear power. While energy lobbies such as big oil and big coal have taken turns in the spotlight, big nuke flies largely under the radar. Alex Flint, the NEI’s chief lobbyist, summed up the strategy last year at a luncheon with utility officials from Southeastern states: “Quiet.” He likes to let surrogates make the case.

For the CASEnergy Coalition, a key “surrogate” is Whitman. Her tenure as a public servant is now serving her very well indeed. And it’s hard to imagine that she or the former mayor of Dallas comes cheap.

You may recall that Whitman sat on BP’s advisory board, along with a roster of other Washington highfliers. (And, after the BP spill in 2010, she wrote an op-ed urging that offshore drilling not be banned, without saying that she had served on a BP advisory board.) Whitman also seized the opportunity to pitch nuclear power, describing CASEnergy Coalition as “grassroots” and not “industry-funded.”17

Whitman does list CASEnergy as a client on the home page of her own consulting firm, Whitman Strategy Group, but pity today’s multitasking reader who tries to figure out that connection on, say, a mobile phone. Or the newspaper reader who comes across the various opinion pieces she writes without disclosing her industry ties.18

In 2013, Whitman co-authored a call to arms on the issue of regulating greenhouse-gas emissions in the New York Times; her op-ed does not point out that Whitman’s clients might stand to benefit if another power industry is stymied by regulation.19 In at least one report, Whitman is clearly identified as being funded by the nuclear power industry, which is useful for her; she can deny that she is hiding anything. But as PR Watch, a Project of the Center for Media and Democracy, found, “A Nexis news database search revealed that nearly two-thirds of news items that mentioned Christine Todd Whitman and nuclear power, from April 2006 to August 2007, failed to disclose her financial relationship with the industry.”20 And that’s just one year’s worth. One only needs to look at the number of more current articles she either writes or gets quoted in that make no clear disclosure of any kind. Some of it comes in the national press, but her writing appears in many local outlets as well.21

The CASEnergy Coalition site displays a jam-packed schedule of grassroots-style visits by its “members” across the country, and it’s hard not to notice how many seem to involve minority communities. Photos of these events are displayed on its website and Twitter feed, making it look as if there’s a wide range of regular people stepping up to support the growth of nuclear power.

But are they energized in large numbers? How can we know? It seems we should be dubious.

Pharma-Fed Patients

It’s hard to think of a more emotionally charged subject for a PR campaign than one dealing with our own health and well-being, or that of those we care about.

Pharmaceutical and medical-device companies play on these vulnerabilities. They have been aggressive—and early adopters—in astroturfing through patient advocacy groups. This can be particularly difficult to deal with because getting to the bottom of people’s and organizations’ motives is tricky. Patient groups, of course, attract sufferers and many sincere advocates, regular people plagued with often-debilitating diseases or conditions and their families and friends. But they also attract money from pharmaceutical companies. These companies try to push their preferred drugs on prospective patients, encouraging them to seek a particular medication or diagnosis. These groups can also serve as conduits of money and influence in advocating for legislation favored by drug-makers, all under the guise of grassroots advocacy.

Key Opinion Leaders, which we discussed in the previous chapter, often act in concert with patient organizations, as several scholars have noted.22 While I focus on the American context, the methods of influence here reviewed are also routinely employed in today’s European context.

Shannon Brownlee, in her book Overtreated: Why Too Much Medicine Is Making Us Sicker and Poorer, discusses the astroturfing campaign waged by SmithKline in the late 1990s when it introduced the drug Paxil. To try to distinguish the drug from its competitors, SmithKline appeared to engage in “disease-mongering,” in which pharmaceutical companies try to create new classes of disorders or wider diagnostic criteria and thereby generate a fresh market for a drug. SmithKline began promoting Paxil as a treatment for social anxiety, which, as a full-fledged psychiatric condition, Brownlee points out, is considered quite rare. The PR push included the full complement of “press releases” made to look like reported stories; pre-produced video and radio news releases; academics, experts, and carefully chosen sufferers; and ads with slogans like “Imagine being allergic to people.” Without mentioning Paxil, the ads directed people to the “Social Anxiety Disorder Coalition,” and their “member” groups, including the American Psychiatric Association, the Anxiety Disorders Association of America, and Freedom from Fear. Not advertised, of course, was its sponsorship. As Brownlee writes:23

In reality, three of the psychiatric organizations listed . . . receive significant funding from SmithKline and other drugmakers. The fourth, the Social Anxiety Disorder Coalition, existed only temporarily in the New York offices of [PR firm] Cohn and Wolfe, which fielded all media calls for a few months after the ad campaign began.

SmithKline, of course, has hardly been the only firm to seed money into patient-advocacy groups. The industry’s influence stretches far and wide.

In 2006, New Scientist magazine conducted an investigation of twenty-nine large patient-advocacy groups (ones with annual revenues of more than $100,000), as well as some “associated with bipolar disorder, restless leg syndrome and attention deficit hyperactivity disorder.” The magazine chose these because they had previously been flagged by a medical journal for possible disease-mongering.24 Only two out of the nearly thirty groups that New Scientist examined refused to accept drug-company money. About a quarter of the groups took more than twenty percent of their funds from drug companies, and these groups were concerned with relatively common conditions (that is, with a big market to be exploited) that require long-term medication.

What about when such groups get involved in policy-making? Several were especially active during the years leading up to the expansion of Medicare to include a prescription-drug benefit, passed in 2003. The pharmaceutical industry was concerned that the added benefit might include cost controls that would take a bite out of drug-company profits. To help make its case, it created the innocuous-sounding Citizens for Better Medicare. CBM spent about $65 million on issue ads during the 2000 election cycle in an effort to foil the drug benefit.25

We’re not sure who the “citizens” were in Citizens for Better Medicare, but we do know that an elderly actress played “Flo,” CBM’s best-known “member.” “Flo” appeared in commercials warning other seniors by declaring “I don’t want big government in my medicine cabinet!”

Another CBM affiliate was United Seniors for America, which favored a subsidy for private prescription-drug coverage. According to the watchdog organization Public Citizen: “USA, which billed itself as having a ‘1.5 million activists network nationwide,’ reported to the IRS that it received more than $20 million from a single donor in both 2002 and 2003, accounting for more than 75 percent of its revenue.”26

Senator Charles Grassley in 2009 went after Big Pharma advocacy groups as part of a broader fight he began two years earlier against the influence game’s impact on medical practice and policy. “These organizations have a lot of influence over public policy, and people rely on their leadership. . . . There’s a strong case for disclosure and the accountability that results.”27

He helped expose the funding sources behind the National Alliance on Mental Illness (NAMI). Described by the New York Times as “hugely influential in many state capitols,” the organization had declined to reveal its donors.28 The Times uncovered that roughly seventy-five percent of NAMI’s funding over a two-year period came from the drug industry. This was an apparent surprise even to one of NAMI’s own board members, a physician who said he was “shocked” by the level of industry funding, and resigned as a result. From the Times:29

Documents obtained . . . show that drug makers have over the years given the mental health alliance—along with millions of dollars in donations—direct advice about how to advocate forcefully for issues that affect industry profits. The documents show, for example, that the alliance’s leaders . . . met with AstraZeneca sales executives on Dec. 16, 2003.

Slides from a presentation delivered by the salesmen show that the company urged the alliance to resist state efforts to limit access to mental health drugs.

“Solutions: Play Hard Ball,” one slide was titled. “Hold policy makers accountable for their decisions in media and in election,” it continued.

The alliance’s own slides concluded by saying, “We appreciate AstraZeneca’s strong support of NAMI.”

Despite the shaming of NAMI (its website reports that in 2009 it began listing donations above $5,000), Grassley was unsatisfied with the state of disclosure from both patient-advocacy groups and professional medical societies that funnel influence through physicians, using lavish conferences and lucrative speaking and consulting jobs. These groups can have a big impact on the standards that get set, devices that are used or not, and decisions that can make or break the bottom line for medical manufacturers and drug companies.

In 2011, the senator demanded funding information from dozens of both kinds of groups, and as ProPublica reported, one professional society—the Heart Rhythm Society—turned out to be getting nearly half its money from the drug and device business.

More recently, Grassley and others have been targeting the explosive growth of opioid prescriptions, which many public-health experts believe has led to increasing addiction and overdosing, not just alleviating genuine pain. In 2012, he and Senator Max Baucus began investigating opioid makers and their connections to pain experts, including the American Pain Foundation, which shut down as the investigation got under way.30 It was revealed that a full ninety percent of its funding came from opioid producers.

It’s no doubt difficult for desperate activists to say no to drug companies bearing cash, especially in areas where there’s a perceived dearth of government research. And, keep in mind, such donations become even more attractive to vulnerable patients and their supporters. But to most observers, that money is invisible, leaving the impression that patient advocacy groups and professional societies are run by the people they supposedly represent.

Grassroots Billionaires

Now we turn to a case where regular people and even political representatives find themselves in the crossfire between a hedge-fund billionaire betting against a company and the controversial company trying to sustain itself. Both the billionaire and the company have spawned “grassroots” campaigns to create the appearance of a swirl of consumer activity.

The company, Herbalife, which sells nutritional supplements, has been dogged for decades with suggestions that it is little more than a pyramid scheme. Indeed, Herbalife is a so-called multi-level marketing—or MLM—company that relies on recruiting more and more salespeople to stay afloat. But William Ackman’s brazen crusade against the company has actually made it look like a victim.

In a presentation called “Who Wants to Be a Millionaire?” in December 2012, Ackman laid out for an audience of investors some of the reasons he believes Herbalife is a pyramid scheme.31 But the most pertinent fact of the Ackman-versus-Herbalife story is that Ackman was making huge investment bets against Herbalife (which eventually totaled a billion dollars). At least in this respect, Ackman was being very public about his position.32

Ackman began, as some financial players do, pushing the government to investigate the company, which would likely cause the stock to fall and his bet to pay off.33 He employed both digital-age-enabled “grassroots” strategies and traditional strategies (lobbyists) to achieve his goal. The bevy of lobbyists he hired succeeded in pushing both Representative Linda Sánchez and eventually Senator Edward Markey to call for an investigation. But it’s his grassroots and behind-the-scenes campaign that I’m interested in here.

According to the New York Times, Ackman34

. . . retained the Dewey Square Group . . . [a] firm that specializes in “grass-roots advocacy,” to influence officials by recruiting surrogates to speak out against Herbalife in emails, tweets, letters or rallies. . . . [L]obbyists and grass-roots organizers set up meetings with major consumer groups.

The focus was on Hispanics and other minorities who might have felt victimized by Herbalife. Through the Dewey Square Group, Ackman underwrote these “grassroots” efforts to the tune of $130,000.

Regulators and politicians began receiving letters from different groups. But the contents? They didn’t differ much. The New York Times found that “All three of the letters from nonprofit groups demanding an investigation were identical—except they were signed by three different Hispanic community leaders, each on a different letterhead.”35

Some “authors” had no memory of writing a letter. Some nonprofits said, perhaps genuinely or at least plausibly, that they were happy to get involved in rallies and letter-writing because they thought Herbalife was indeed hurting a vulnerable part of their constituency. Ackman, for his part, has been uncharacteristically quiet on the “grassroots” aspect of his advocacy, aside from putting out press releases saying that new nonprofits were coming out against Herbalife.36

While it’s clear that the Internet was used to create an echo chamber, motives are not easily decipherable unless you know the backstory. There’s a maze of websites attacking Herbalife, one of which is very explicit about its connection to Ackman, and others where the connection is less clear.37 A Facebook page called the Anti-Herbalife Coalition has this post from December 9, 2012: “See the new anti-Herbalife site and SHARE. http://herbalife-scam.com/.”38 The Facebook poster’s name pops up again elsewhere, as the web designer for the site http://www.isherbalifeapyramid.com.

The sites typically feature those who say they were victims of an alleged Herbalife pyramid scheme and encourage anyone with his/her own story to come forward. One of these videos, as the Times points out, was promoted by a New York nonprofit Hispanic advocacy group that received $10,000 from Ackman.39

One might think from reading thus far that Herbalife itself is a victim, but that is not necessarily the case. Herbalife has signed up its own army of high-wattage lobbyists; in fact, the company far outspent Ackman.40 And a handful of Hispanic groups wrote their own letter—headed “Friends of Herbalife”—with no mention that five out of these seven nonprofits had reportedly received payment from Herbalife.41 The jockeying for at least the appearance of “authentic” support from nonprofits actually—says the Times—created “a bidding war” between Ackman and Herbalife.42

It’s worth noting, too, that Ackman’s own interests and use of “grassroots” groups have perhaps muted deserved skepticism about a company like Herbalife, which appeals to the economically vulnerable. If Herbalife truly is a pyramid scheme or close to it, would anyone believe it now?

And the nonprofits that took money from Ackman or Herbalife have done themselves damage by not asking enough questions of either party.

One letter-writer interviewed by the Times heard a presentation at church by a former Clinton official well known in the Los Angeles African American community. Less known, apparently, was that she now works for the “grassroots” strategy firm hired by Ackman. Obviously distressed, the letter-writer told the paper, “Have I become an instrument in some billionaire’s investment campaign?”43

In a word, yes.

“NONPROFIT” POLITICIANS

Thus far we have looked at the “grassroots” shenanigans of the food, beverage, and agribusiness industry; the nuclear-power industry; pharmaceutical and medical-device companies; and an individual hedge-fund billionaire. This is just a tiny sample of the financial and corporate players who have organized influence through faux-grassroots campaigns.

Now we turn to political parties who use “nonprofits” to both push their message unimpeded by reporters and to obscure donors with deep pockets.

You have likely heard about the 2013 scandal that rocked the Internal Revenue Service, the U.S. agency accused of inappropriately targeting certain groups that organize themselves as 501(c)(4) social welfare nonprofits, when they might be more accurately characterized as advocacy groups. Despite the focus on “conservative” groups, they are not the only ones that have rushed to create these nonprofit sinkholes of stealth influence; “liberal” groups have as well, even if they do appear to be playing a bit of catchup. These nonprofits (sometimes aligned with a Super PAC group) tend to cloak themselves in the aura of “grassroots support.” The 501(c)(4)s, unlike Super PACs, have the huge benefit of not having to disclose their donors.

Public watchdogs made much of the 2010 Supreme Court ruling in the Citizens United case that fully legalized corporate donations to political campaigns, fearing they would skyrocket. And yet it hasn’t happened. Nine months later, as the New York Times reported, “Corporations have so far mostly chosen not to take advantage of the Citizens United ruling to directly [emphasis added] sponsor campaign ads themselves.”44 In 2014, OpenSecrets.org analyzed it thusly:45

Possibly wary of public backlash, publicly traded corporations have been less than eager to join in the outside spending game—at least openly. Perhaps aware that corporate spending on elections plays poorly with voters, only a handful of such corporations have made contributions to super PACs, including Chevron and Scotts Miracle-Gro. Privately held businesses, however, have not been so restrained; companies like Oxbow Carbon and Contran Corporation, which made direct contributions from their treasuries to conservative super PACs, were among 2012’s biggest sources of outside money.

This is surely a sign of the value of invisibility in political contributing these days.

In Stealth We Stand

The operative word, of course, is directly.

Rather than exert influence openly, even when it is completely legal to do so, corporations and individual donors with deep pockets are apparently choosing to channel influence anonymously through 501(c)(4) groups. As one watchdog suggested, there actually is something worse than buying elections: it’s when you don’t even know who’s buying the election.46

OpenSecrets.org assesses that Citizens United spawned nonprofit “dark money groups” that don’t list their donors. It estimates that “Partly as a result [of the ruling], spending by organizations that do not disclose their donors has increased from less than $5.2 million in 2006 to well over $300 million in the 2012 election.”47 Who are these donors? “[H]ow much of that money came from corporate treasuries is unknown.”48

Not only is their existence funded by we-don’t-know-whom; these groups (as we saw above with the “grassroots” groups) declare that their primary purpose is the “promotion of social welfare,” not partisan politics, and therefore they don’t need to reveal their funding sources. The groups themselves, in shadow-elite fashion, add another layer of obfuscation with vague names that give no hint of politics or provenance.

The Koch brothers’ group Americans for Prosperity and Crossroads GPS, brainchild of Republican strategist Karl Rove, are but two examples. The GPS in Crossroads GPS stands for “Grassroots Policy Strategies.” That’s right. “Grassroots Policy Strategies.” The 65,000-odd people getting regular updates from Crossroads GPS’s Facebook page are told that the group is a49

. . . policy and grassroots advocacy organization committed to educating, equipping and mobilizing citizens to take action on the critical issues that will shape our nation’s future.

From this description, you wouldn’t know that Crossroads, along with sister organization American Crossroads (a 527 organization), became so influential during the 2012 election cycle that it was dubbed the Shadow RNC.50

Savvy political operators often pair a 527, which can now take unlimited donations but has to disclose its donors, with a sister 501(c)(4), which is subject to more restriction but has the huge advantage of nondisclosure. If all this sounds confusing, that is perhaps the point. Americans for Prosperity has nearly a million Facebook “likes” and many more state-affiliated Facebook pages with thousands of other “likes.” There’s no indication to its “friends” that the organization is one of many supported by the Koch brothers, whose business empire would stand to benefit from its anti-regulatory platform.51

In 2014, the Washington Post, along with the Center for Responsive Politics, provided a graphic of Koch-connected nonprofits and assorted “entities,” which spent a whopping $400 million in 2012. They outspent the Shadow RNC and just about matched all the money raised by American unions, the voting and fundraising stronghold for Democrats.52

The Koch brothers are well known, having become a favorite whipping boy of the American left. But their nonprofit consortium involves quite a few other rich, like-minded donors whose names we would probably not recognize. And, of course, they’d like to keep it that way.53

Off-record donors enjoy influence with impunity. A controversial policy decision might be made, and the public would have no idea what questions to ask or even if they should ask them in the first place. Both the donor and the politician enjoy the benefits of deniability that come with anonymity. In short, information that not long ago was public is now firmly in a few private hands.

What do these 501(c)(4)s actually do? Aside from flooding the airwaves with thinly veiled attacks on political candidates under the guise of “issues,” some of them engage in “dirty tricks,” digital-style. In the process, the groups can deny both their partisan nature and their sponsors. And get away with it.

These “dirty tricks,” or techniques, evolve along with the technology, creating new means of obfuscating the source of influence. Just to show how difficult such influence is to trace: it took two computer scientists at Wellesley College to identify a “Twitter bomb” tossed at Democrat Martha Coakley during her failed 2010 U.S. Senate run in Massachusetts.54 They traced it to a low-profile group in Iowa, a 501(c)(4) nonprofit. That group, called the American Future Fund, was bankrolled by the Center to Protect Patient Rights, both of which can be found on the Koch influence graphic mentioned above.55 This little-known group, which spent nearly $24 million in the 2012 election cycle, was outspent, as far as 501(c)(4)s go, only by Rove’s Crossroads GPS.56

In sum, this au courant means of influence has double-blindness, disconnect, and deniability wrapped into it. We don’t know who the sponsors are. The generic-, optimistic-, and often patriotic-sounding names of the groups provide few clues.

And we can only surmise the existence of a relationship between the donors and the politicians; we can’t know for sure. For, to be legal, the relationship must be nonexistent—never mind that no one believes this.

In short, there is deniability at each level with each relationship: politicians can deny a tie to a group and its donors; and donors can deny funding it.

The double-blind means of organizing influence appears, in a few short years, already to have become a fixture of American politics. For their part, Koch-allied outside groups are going large again in 2014. The New York Times reports that they are “spending up to 10 times as much as any major outside Democratic group so far.” Their goal is to harness discontent with Obamacare and to translate that into a lasting distaste for “big government” of any kind.57

Organizing (and Re-Organizing) for America

The ideological goals of the Obama camp may be 180 degrees afield from the Koch brothers and their ilk, but the means of organizing influence is not. A pillar of top-down organizing from Obama’s presidential beginnings has been OFA, originally Obama for America. Most recently, this novel organization decided in 2013 to become . . . you guessed it . . . a 501(c)(4). More on this latest incarnation shortly.

OFA has always proven to be eminently adaptable—changing its name (though not its acronym—that’s the brand) with the circumstances and morphing from one mission to the next. But its unwavering constants are acting as the arm of the president and being a “grassroots” entity controlled from the top. This enduring, yet mutating, group relies on direct messaging and cutting out all manner of middlemen—be they journalists, political parties, or Congress.

As of this writing, OFA is on its third name. During the 2008 campaign, it was Obama for America, a campaign-organizing group that amassed an e-mail list of around 13 million people (now up to a reported 17 million), described in the Washington Post around that time by a Republican strategist as “no better asset in politics today”: a direct, 24/7 digital communication line.58

That line has allowed Obama the ability to offer a steady stream of branding without reporters first getting a press release and then tempering or countering the spin. Here’s a telling quote from Macon Phillips, the administration’s new media director, during those early days: “Historically the media has been able to draw out a lot of information and characterize it for people. . . . And there’s a growing appetite from people to do it themselves.”59

The people doing the “characterizing,” of course, are not the volunteers, but Obama spinmasters. That fact points to another notable advantage of this kind of setup to its influencers. Bill Kovach, chairman of the Committee of Concerned Journalists, explains: “They’re beginning to create their own journalism, their own description of events of the day, but it’s not an independent voice making that description. . . .”60

After the election of Barack Obama in 2008, OFA became Organizing for America, an arm of the Democratic National Committee. This structure departs from past presidents who simply integrated their operations into the existing party apparatus. OFA continued to advocate and agitate among supporters on legislative priorities. Ari Melber, a journalist who studied the group, called it “the largest governance organizing effort by a national party in history,” an unprecedented attempt to convert “a winning campaign’s volunteer network into an organization devoted to enacting a national agenda.”61 The group asked its supporters to press Congress on specific political battles, notably health care, and later immigration reform62 and gun control.

What happens, de facto, when a president has the ability to pitch people any time, day or night, about items on his agenda? To quote journalist Melber, who wrote a seventy-plus–page report on OFA’s first post-election year:63

Scholars, commentators and members of Congress have raised concerns about how presidents increasingly make appeals directly to the public, rather than working directly with the representative branch of government. Fortifying that model with a powerful, national whip operation [run by O.F.A., as opposed, say, to Congressional whips whose job it is to rally support among its members] could further undermine Congress’ autonomy, in this narrative. Conservative critics of Obama have also argued that he would use his email lists to dominate Congress by conducting the presidency in “campaign mode.”

All the while, OFA has kept a grassroots feel alive. There are the “personalized” e-mails that aim at an authentic touch, asking supporters, say, to sign the president’s birthday card.

Obama’s reelection campaign held its own convention coverage, streamed directly to those who turned over their e-mail addresses to the campaign, free of reporters or impartial analysis.

The result has been a novel organizing hybrid. The New Republic summed it up this way:64

Obama’s people ha[ve] created something both entirely new and entirely old: an Internet version of the top-down political machines . . . the difference (other than technology) was that this new machine would rely on ideological loyalty, not patronage.

Is the old patronage system giving way to new-style participation?65 OFA encouraged the president’s supporters to host house parties, perform public service, and engage in other social events that don’t directly relate to a policy issue. The takeaway from many Obama supporters is that OFA was empowering the grassroots by helping to create a sense of civic-minded community. A more clear-eyed view is that OFA was trying to keep its army engaged and ready to assist in what really matters—the president’s agenda—and also to fight the lethargy that sets in between elections, which was even more inevitable given the outsized expectations invested in Obama.

But amid the rhetoric of “yes we can,” the “we” in control of OFA, according to reports, was always a very small, select group. Reports such as this trickled out: A mid-level employee who left OFA told me that decisions come squarely from the top down, while the organization tries to maintain the illusion of its grassroots members having a real voice. Another report quotes an activist complaining about “often secretive debate . . . among top campaign staff members.”66 The Washington Post notes that “Obama . . . is working to ensure [OFA] stays within the control of a small group who are charged with protecting the Obama brand.”67

One volunteer said this to (journalist) Melber: “Seriously, I feel that OFA’s main objective is to facilitate and maintain pseudo personal relationships with supporters in order to exploit them. . . . I think it’s called relationship marketing.”68

The very impressive turnout on Election Day 2012 may have been the result, in part, of OFA’s success—namely its brand of Internet-driven organizing.

Organizing for Anonymity

What came next involved marketing to super donors. The “new” Organizing for Action in 2013 was reinvented as a 501(c)(4). Remember, these “social welfare” organizations don’t have to disclose their donors. As the New York Times put it, “the . . . organization will rely heavily on a small number of deep-pocketed donors, not unlike the ‘Super PACs’ whose influence on political campaigns Mr. Obama once deplored.”69 It was to include tiers of influence—board of trustees, board of directors—that could be scaled by higher and higher levels of donations. The Times writes:70

The 30-member board will include a 10-person council made up of “leaders in industry” committed to supporting the group’s agenda. The organization is also creating a task force on policy, whose chairmen will be expected to raise at least $250,000 to finance advocacy work on specific issues. . . .

The president soon attended an OFA “founders’ summit.” The AP, which obtained a “save the date” packet for the event, described the entry price at $50,000 a head.71 After a spate of criticism, the nondisclosure policy was changed. Jim Messina, Obama’s 2012 campaign manager turned head of Organizing for Action, wrote in an op-ed that all donations over $250 would be disclosed quarterly and corporate donations wouldn’t be accepted.72

Nonetheless, “OFA is an unprecedented organization,” says Democracy 21, a group led by the venerable watchdog Fred Wertheimer, which spelled out some differences between today and yesteryear. For one, the old political parties are being sidestepped. In a blunt letter to the president, Democracy 21 writes in part:73

No president has ever before helped create and been involved in this kind of privately-funded entity. While there have been a few instances where national political parties established section 501(c)(4) tax-exempt groups to help support their agendas, these groups were terminated relatively quickly. . . . In any event, these groups did not function as an arm of the presidency.

Large amounts provided to OFA create opportunities for individual donors and bundlers to buy corrupting influence over your administration’s policies and decisions. At a minimum, large amounts provided to OFA create the appearance of such corrupting influence.

Later that year, when OFA did report its donors, one could see that just nineteen wealthy people had contributed fourteen percent of its total haul. They included hedge-fund titan David Shaw (of the firm D. E. Shaw), several heirs and heiresses, and some tech millionaires.74

Meanwhile, other Democratic operatives continued to build their own independent spending groups and 501(c)(4)s that, unlike OFA, would indeed keep their donors secret.

And a system of referrals came into play—a sort of “sharing economy” of donors’ dark money. In 2014, longtime investigative reporter Michael Isikoff got ahold of e-mails showing a New Jersey businessman who wanted to attend an OFA event and was told by its fundraiser: “It’s $25,000 per person . . . and for those that raise or write $100,000 there will be small clutch with the president.”75

The donor wanted something other than a simple “clutch.” He ended up meeting with White House officials about a personal legal dispute. But aside from the money-for-access angle, this story had an intriguing twist. The businessman’s six-figure check didn’t come from him: it was actually from a New Jersey physician who had applied for a pardon from his 1991 Medicare-fraud conviction.

OFA knew it couldn’t take the “tainted” money; so what did they suggest? That it go to another liberal “nonprofit,” one called America Votes, which, unlike OFA, isn’t forced by its high profile to disclose its donors. And this isn’t an isolated case. According to Isikoff, OFA officials have referred certain donors that might not pass the public’s smell test to “other allied tax-exempt groups.”76

The executive director of the Center for Responsive Politics, which tracks political contributions and spending, said to Isikoff: “What they have done here is create a shell game that I think gives the lie to the notion they are committed to transparency.”77

As Isikoff sums it up:78

Tracing the flow of the money is particularly challenging because many of the advocacy groups swapped funds back and forth. The tactic not only provides multiple layers of protection for the original donors but also allows the groups to claim they are spending the money on “social welfare” activities to qualify for 501(c)(4) tax-exempt status.

This kind of technique is hardly unique to OFA: the Koch network of nonprofits and entities has employed similar means.79

What will be OFA’s next incarnation? One assumes that it will live on throughout the Obama presidency and maybe even into his post-presidency.

THE NONPROFIT-BUSINESS-PHILANTHROPY-POLICY NEXUS

That brings us to the nonprofit, philanthropic ventures of some former chief executives, most notably Bill Clinton and Tony Blair.

Former President George W. Bush has been ridiculed for one of his post-presidential passions, namely painting. There were the bathtub and shower scenes, myriad dogs and cats, and the special portrait for departing late-night host Jay Leno.

But two former chief executives have set a different model for post-leadership careers. Of course, they are baby boomers and retired relatively young from public office. Like many members of their generation, they want to remain involved and relevant. Still, their influence melds philanthropy, commerce, and sometimes foreign policy, creating a thicket of unaccountability.

First there’s Clinton.

Since leaving office, in addition to establishing the Clinton Foundation and its nonprofit Global Initiative, Clinton has served as a paid adviser to a global private equity and consulting firm called Teneo (among other business ventures). Teneo, which formed in 2011, bills itself as “integrated counsel for a borderless world . . . focused on working exclusively with the CEOs and leaders of the world’s largest companies, institutions and governments.”80

You may recall that Clinton’s close aide and Teneo co-founder Douglas Band reportedly recruited donors to be Teneo clients. The lines between the firm and the philanthropy became so blurred that, in the words of the New York Times, “Some Clinton aides and foundation employees began to wonder where the foundation ended and Teneo began.”81

The Clinton Global Initiative, founded in 2005, had a new way of doing the business of philanthropy, which appeared to dovetail with the needs of corporate donors as well as, later, Teneo.

CGI would advise companies and other donors on how to dole out their money rather than take it and dole it out themselves. An annual meeting, with a five-figure entrance fee, was part of the deal, and would bring the powerful together to network and hash out global issues, Davos-style. CGI reportedly has secured commitments of at least $74 billion since its formation.

In a lengthy piece called “Scandal at Clinton Inc.,” the New Republic magazine described what the various parties got out of the deal:82

For corporations, attaching Clinton’s brand to their social investments offered a major p.r. boost. As further incentive, they could hope for a kind word from Clinton the next time they landed in a sticky spot. “Coca-Cola or Dow or whoever would come to the president,” explains a former White House colleague of Band’s, “and say, ‘We need your help on this.’” Negotiating these relationships, and the trade-offs they required, could involve some gray areas.

“Gray” is certainly one way to characterize this relationship of reciprocal expectations, as laid out in the magazine:83

There was Canadian businessman Frank Giustra, who often made his luxury jet available to Clinton and Band. In 2005, Giustra and Clinton overlapped on a visit to Kazakhstan, and at a dinner, Clinton praised the country’s autocratic ruler, Nursultan A. Nazarbayev. Days later, according to The New York Times, Giustra secured a huge uranium-mining deal in the country. In early 2006, Giustra donated $31.3 million to the foundation, followed by another $100 million pledge. (He also “co-produced” Clinton’s sixtieth birthday party in Toronto, which raised another $21 million.)

A few years after that, Band would strike out on his own, or perhaps it was just the appearance of going out on his own. Teneo was formed, and the Teneo-CGI meld has caused consternation among Clintonites—and no doubt with Hillary Clinton, who surely wants no fresh scandals to threaten her presidential ambitions. The crisscrossing and overlapping intensified. As some of Band’s former White House colleagues have said, it is no surprise that a longtime Clinton acolyte would leverage these contacts when starting a business.

According to the New Republic:84

A number of key Teneo clients were also closely involved with Clinton’s charitable work. One month before the Rockefeller Foundation presented Clinton with an award for philanthropy, it gave Teneo a $3.4 million contract to propose “tangible solutions to global problems.” Another early client was Coca-Cola, which helped build the distribution system for medicine in Tanzania, Mozambique, and Ghana, for a CGI project. Band has served on Coca-Cola’s international advisory board, and a former Coke CEO, Donald Keough, chairs the boutique investment bank Allen & Co., which holds a financial interest in Teneo. Other Teneo clients include the big hospital chain Tenet (which is a lead partner in the new Clinton Health Matters Initiative) and UBS Americas (which launched a Small Business Advisory Program with the foundation).

It was Teneo’s work with the collapsed MF Global, then headed by former New Jersey senator, governor, and Goldman Sachs chief Jon Corzine, that eventually led Clinton to leave his paid advisory role. Teneo, by some estimates, was taking in $125,000 a month for . . . as one unnamed MF Global source told the New York Post, “I don’t know what they did. . . . It was always unclear.”85

Once again, celebrityhood, like the prestige of the scholars we saw in the last chapter, is used to carry the weight of credibility. “There’s an undertow of transactionalism in the glittering annual dinners,” as the New Republic puts it: “the fixation on celebrity, and a certain contingent of donors whose charitable contributions and business interests occupy an uncomfortable proximity.”86

And what are we to make of a series of “donations” from Boeing to the U.S. government, as well as to several Clinton-related causes, starting a few years back?

Bill isn’t the only Clinton who has harnessed the gravitas of high office. The Washington Post reported in April that in 2009, then-Secretary of State Hillary Clinton visited Russia just as Boeing was seeking a multi-billion-dollar deal. Boeing landed the sale, to the tune of $3.7 billion.

Boeing was apparently pleased with the State Department’s promotional help: among the donations or assistance that came in from the aerospace giant: $2 million to the U.S. government for a troubled American pavilion project for the 2010 Shanghai Expo (a donation which the paper says sidestepped ethics rules); $900,000 to the Clinton Foundation, for Haiti relief; and then in 2014, a “Ready for Hillary” Super PAC fundraiser hosted by a top Boeing lobbyist and former aide to President Clinton.87 Hillary Clinton, of course, would rightfully say that it’s part of her job as secretary of state to promote American business abroad. But the Post notes that the Clinton Foundation has become a destination for corporate donations, which, should Mrs. Clinton run for president, will be an area of scrutiny—and deservedly so. And if she is elected president, it would make sense to probe her aerospace policy and ask whether it unduly favors Boeing.

The celebrity and gravitas of high office have also served former U.K. prime minister Tony Blair very well.

Blair, on the very day he resigned from office, picked up a new role: special envoy to the so-called Quartet on the Middle East, which is composed of the United States, the European Union, the United Nations, and Russia.

But that was hardly the only role he would assume. What the Telegraph dubs “Blair Inc.” features a wide array:88 there’s the African Governance Initiative, the Tony Blair Faith Foundation, the Tony Blair Sports Foundation, and the initiative called Breaking the Climate Deadlock.89 There’s Tony Blair Associates, which has advised the governments of Kuwait and Kazakhstan, among others. Blair can be seen in a Kazakh promotional clip called “In the Stirrups of Time,” which the New Republic calls a “dreary, neo-Stalinist propaganda video.”90

He became an adviser to insurance giant Zurich International and JPMorgan Chase, which has brought him many millions of dollars as well as intense scrutiny over visits to Libya, a few of them apparently paid for by Muammar Gaddafi. JPMorgan Chase was trying to broker a deal between the Libyans and a Russian oligarch (which eventually fell through). Blair has strongly insisted that he does not lobby on behalf of JPMorgan Chase. Let’s assume, for a moment, that he is being entirely forthcoming. As the maker of a documentary on Blair wrote in the Telegraph:91

Was Mr Blair in Libya—as the headed notepaper would suggest—to discuss Middle East peace with Gaddafi? Was he working on behalf of his Governance Initiative, which claims it “pioneers a new way of working with African countries”? Was he sounding out deals for J P Morgan, as the well-placed Telegraph source insists? Or was he there on behalf of his own very lucrative money-making concern, Tony Blair Associates (TBA), whose professed objective is to provide “strategic advice” on “political and economic trends and government reform”?

This confusion of motive and identity follows Mr Blair almost everywhere he goes, as we found when researching our forthcoming Channel 4 Dispatches film, The Wonderful World of Tony Blair.

At the very least, JPMorgan Chase is going to use the Blair brand. They are paying Blair a seven-figure fee for it. As The National Interest notes, “. . . JPMorgan Chase apparently invoked his name during the negotiations” for the unsuccessful Libyan-Russian deal.92 This is not unlike the way top lobbyists are able to evade the title of lobbyist: lower-level names get their phone calls answered because of the attachment to the more prestigious figure.

Adding to the Blair muddle: some of his “management companies” are organized as “liability partnership[s],” which means, so says the Telegraph, that Blair “does not have any legal obligation to publish accounts.”93 And, under British law, Blair can take money directly from governments with no disclosure.94

Again it is important for us to assess motive, because sometimes the belief that your goals are pure can blind a power broker to his own conflicts or potential for conflicts.

Blair insists that he is helping autocratic governments learn the ways of good governance (you have heard this argument before from those consorting with despots). His business ventures, he says, fuel the philanthropy and he’s not in it for the money. As he stated: “I probably spend two-thirds of my time on pro-bono activity, I probably spend the biggest single chunk of my time on the Middle East peace process which I do unpaid.”95

Blair’s prime goal, it seems, is to remain relevant and in the game. Yet aren’t his activities still problematic? These days, with power, money, politics, diplomacy, and even philanthropy inextricably bound, someone of the stature of a former U.K. prime minister, and current Mideast envoy, is going to be very hard to hold to account.

[image: Image]

In what and whom do we trust?

Given the records of Clinton, Blair, and other such leaders, some of whose activities toy with accountability to the public, it’s not surprising that they support our declining faith in formal institutions, which inclined us toward the private sphere in the first place.

But that inclination comes with a price: what we imagine to be “grassroots” entities and efforts, as we have seen, are sometimes just the opposite.

What can be done to counteract this mode of influencing and restore accountability to the public sphere? The good news is that the influence around these entities and efforts exhibits clear signposts and patterns, and we can learn to identify them.

In the next and final chapter, we shall consider how recognizing when the public trust is being violated can be used to spot and take on the new corruption.


PART III:

RESTORING THE PUBLIC TRUST


CHAPTER 10

What Is to Be Done?

From the outset, we must recognize that there is no going back to that seemingly safer, more predictable place—that place before the end of the Cold War and the advent of the digital age—where how things might unfold was more linear and the rules were more firmly entrenched.1 Clearly, the new corruption, and the unaccountability that is its signature feature, have taken hold. What can be done in the shadow-elite era, the age of structured unaccountability of so many of our formal institutions, and of power brokers who “fail up”? In surpassing the old means of wielding influence—be they interest groups, registered lobbyists, bribery, or other means—today’s premier power brokers have also surpassed the old ways of holding them to account.

What can be done when the old remedies, ranging from government auditing to public shaming, no longer work nearly as well as they once did?

Oddly, an episode in my life on a Sunday in the spring of 2013 may go part way to answering this question. I was standing in the front of a “security” line at Reagan National Airport in Washington, D.C., in advance of a flight to Florida for a conference. Clad in a favorite pink dress with my hair recently coiffed, I believed I looked the picture of unobtrusive innocence. My luggage had already gone through the baggage scanner and awaited my pickup on the other side. But there I was, waiting and waiting for the “pat-down” by a Transportation Security Administration officer, and still waiting. . . . Other passengers were sending their luggage through the machine and passing through the body scanner in short order. But there I stood, holding out for a “female assist.” And waiting. . . .

I usually declined to go through the full-body scanner, not trusting that it was entirely safe, and all too aware that at least some were sold to the public and to the U.S. government in ways that defied some of the standards of accountability.

I had notified an officer, even before I got close to the front of the line, that I would opt for the pat-down, and he promised to find me a female assist. In navigating security, I had learned to be exceedingly polite—and patient. Now, at the front of the line, I inquired respectfully about every five minutes. I was (consistently) told that the staffing was short and I would just have to wait, and sometimes was even asked “What time is your flight?” If there was a sense of urgency among the TSA staff, I could not detect it.

Meanwhile, my flight departure time was approaching, other fliers were being processed through security, and I wanted to at least be able to grab a cup of coffee before boarding.

My polite entreaties obviously were not working.

Inwardly growing perturbed, but outwardly sporting a big smile, I burst forth with the first verse of “The Star Spangled Banner” at the top of my lungs. In full voice, and mustering up full stage presence like an opera singer, I gave it my all. The idea had just come to me that a headline TSA ARRESTS WOMAN FOR SINGING NATIONAL ANTHEM could be a little embarrassing for the powers that be. After all, singing “The Star Spangled Banner” could certainly be seen as a patriotic display, even as an endorsement of U.S. airport security procedures and the idea that they keep America safe.

What happened next? At first, all the officers looked around confusedly, trying to figure out where the singing was coming from. A loudspeaker, perhaps?

Then they spotted me, smiling and singing at full throttle well into the first verse. I was just about up to the “land of the free and home of the brave.”

How long do you think it took them to find that elusive female assist?

I had barely finished the first verse before a TSA officer waved me through to my handler, who patted me down and sent me on my merry way. I got my coffee and made my flight.

For a few moments there, I felt empowered, though airport staff may have felt chagrined. Later I realized how proud I was of my success—of having beaten the system. It was like the pride I (and routinely many others) felt when they successfully maneuvered the challenges of everyday life in communist Eastern Europe in, say, getting that scarce item in a store through a relationship with the clerk. Pride is the antidote to succumbing to the humiliation that the system offers up.

What does this story tell us?

If I had screamed and yelled and expressed outrage, asked to see the big boss, threatened to file a complaint, or worse, the TSA would have known exactly how to react. They have procedures for that—well-honed methods for dealing with unruly behavior and disgruntled complainers. No doubt it is codified in their manuals and is a substantial part of their training.

My strategy worked precisely because my behavior was so far removed from the standard playbook that the officers were at a complete loss. She is attracting puzzling attention, and it is awkward, I can imagine them thinking. How to deal with someone who is respectfully, yet unexpectedly, singing the U.S.A.’s national anthem? We must get her to stop. How to do that? Find that female assist, pronto. Apparently, that was not a problem.

My (singing) strategy worked because it was out of place and didn’t even come close to fitting into the confines of what the staff knew how to deal with. It worked because it diverged from the standard impersonal, formal way of operating. My behaving well outside the norm required the system’s functionaries, too, to step outside their prescribed roles and find a unique way of reacting. The spectacle I had created demanded a human reaction—the same human reaction that has been lost in our age of structured unaccountability—replete with digitization of almost everything, silos, and a broken connection between bureaucrat and client, policymaker and voter. The same connection that is lost in, say, the customer-service phone tree or the world of sliced-and-diced mortgages and exotic derivatives.

The old ways are no longer so effective, but such strategies as the one I resorted to in the airport can be.

My own small effort to get through an airport pales in comparison to the norm-busting strategies employed in cases much more consequential. Take, for instance, the so-called Yes Men whose slogan is “Sometimes it takes a lie to expose the truth.”2 They sought compensation for the thousands of victims killed and sickened by the 1984 Union Carbide chemical spill in Bhopal, India (a still-contaminated site), for which the company had disbursed only $470 million.3 Posing as a spokesman for Dow Chemical (which had acquired Union Carbide) in an interview with the BBC on the twentieth anniversary of the disaster, a member of this enterprising duo said that Dow would assume full responsibility for the accident and pay $12 billion to the victims.4 That hoax news required a response from the company. While an embarrassed Dow denied that it would do anything,5 the spectacle “prompted the world media to put the debate over corporate responsibility in the news,” as the Washington Post observed.6

Consider, too, the impact of fake news programs such as Stewart’s The Daily Show and The Colbert Report. In the 2012 election cycle, and in the wake of the 2010 Supreme Court Citizens United ruling, Stephen Colbert’s Super PAC, “Americans for a Better Tomorrow, Tomorrow,” brought huge public attention to the unaccountability and lack of transparency of these political-influence groups.

Such hoaxing and posing “does not fit a common understanding of resistance or opposition,” say anthropologists Dominic Boyer and Alexei Yurchak, who, like me, observed a similarity between the public propaganda of late-communist societies and the mainstream media of today in the West.7 That is precisely why it works so well.

A successful norm-busting strategy draws public or media attention to an issue through a performance that is unconventional yet inoffensive, as well as puzzling, humorous, or dazzling. Ironically, it is imbued with qualities of shadow elites. The ambiguity surrounding the activity of hoaxers and posers and their agility in shifting roles and playing with the rules resembles that of shadow elites. In both cases, these qualities render the players effective—and unaccountable. Moreover, such strategy plays on the very performance culture that motivates regular people to turn to parody in search of something more authentic—and in the process, of course, is itself a performance. It must attract unusual attention and demand a response from its target and the public.

Still, however entertaining and successful such strategies may be, they are piecemeal, ad hoc, unsystematic, and thus severely limited in potential impact.

While not ethically challenged, these strategies, like those of the practitioners of the new corruption, also “innovate” beyond the bounds of law. Just as I broke the unwritten rules of how to behave in the airport security line (and just as there was no script for dealing with my behavior), so do practitioners of the new corruption operate beyond the bounds of legal violation.

And, let’s not forget, while posing and hoaxes are public displays, they are private responses to broken public institutions. They cannot restore public accountability or trust. They are a workaround that highlights what is missing in society.

REUNITING ETHICS AND ACCOUNTABILITY

Before getting to some very specific remedies, let’s look at the broader issues of what society must do to restore the public trust.

At the core of the rise of the unaccountable is the fundamental problem that ethics have become disconnected from the mores of a larger public or community and detached from the authority that states and international organizations, boards of directors, and even shareholders once supplied. Carol in Ohio, the Bank of America employee who appeared earlier in this book, performs for the “accountability” checklist, above answering to her clients. Through no fault of her own, the relationship between her and her clients has been severed.

Likewise, mortgages are sliced and diced and sold—all without consideration of the impact on the client, let alone the broader impact. “Innovative” bankers across Wall Street were stuck within the ethics and expectations of their silo, which valued short-term dealmaking more than long-term consequences. Yet they would not consider their activities corrupt. And retired generals who see no problem serving on both government advisory boards and defense-contractor boards surely believe this, too, because their silo—the military—has convinced them of their rectitude, expertise, and ability to self-regulate.

Were the generals or the exotic-derivatives traders to ask those outside their silo, at the diner or coffee shop, say, “Does my behavior pass the smell test,” the answer might well be “no.” They aren’t asking that question of themselves nearly enough.

It’s time that we ask again and again if there’s any hope of holding the unaccountable to account. Why is that such a problem?

In recent decades, “accountability” has become associated with specific auditing practices in the United States, the United Kingdom, and elsewhere.8 As checklist-type accountability practices ascended in the 1980s, accountability assumed a more mechanistic meaning, political scientist Melvin J. Dubnick has shown.9 Such practices, whether applied to the state or private sector, disconnect accountability from much of what matters. Accountability is imposed from the outside—without the engagement of a “moral community”—a community “that shapes (and is shaped by) the expectations, rules, norms and values of social relationships,” as Dubnick characterizes it. The resulting checklist accountability is removed from the internal ethics of a community—that very community or body that it is supposed to hold to account. Accountability gets reduced to a performance, a technocratic exercise without moral or ethical moorings.

The disconnect is not only from the outside. Auditing breaks things down into observable, isolated, and often quantifiable pieces and then scrutinizes the pieces—frequently with little or no regard for the whole. With essential parts separated from each other, knowledge, wisdom, and institutional memory are sidelined. We might ask how it can be that, in a society consumed with auditing virtually everything—from relationships to job performance to government programs—there have been so many failures of accountability in finance.

Promontory Financial, discussed in Chapter 6, surely went through many checklists of proper corporate governance with its client MF Global; MF Global was then able to demonstrate to the government that it had reformed with a laudatory report penned by Promontory. But it may have been just that—a demonstration—not so very different from a “performance.” Promontory, acting as a paid, private stand-in for real government oversight, missed the broader picture of malfeasance that would explode within a matter of months.

Whether government, private, or some amalgam thereof, these parties are all constrained by walls around their compartments. Consider government auditors. Confined to silos and vertically structured laws and regulations, they cannot begin to effectively track the new power brokers, who work horizontally. In addition to limited jurisdiction, these auditors are not typically charged with tracing influence across organizations but rather with how governments spend taxpayers’ money. Their methods hark back to an older world: one with clearer demarcation.

Accountability practices also evaluate individuals, not network or group actions. Groups are scarcely subject to investigation unless they fall under organized crime or terrorism, and even then it is typically individuals who can be held to account.

In today’s world of shadow elites, shadow lobbyists, and their ilk, this will not do.

Beyond Checklist Accountability

Perhaps our most important task as a society is to reintegrate ethics and accountability. This is an essential undertaking, and one that will be hard to achieve.

The absence of moral community under today’s checklist accountability shows how difficult it is for the players to be shamed, even when they can be named. Players we have met in this book—from the retired general who serves simultaneously as an adviser to a military agency and a consultant to a defense company pushing services to the agency, to the economist-scholar recommending lax regulation to a congressional committee without mentioning his Wall Street roles, to the high-status professor touting the “reforms” of a despot without mentioning that he is being paid by a PR firm—all try to inoculate themselves by claiming ignorance of the consequences of their actions. Of course, we can never quite know for sure what our activities will reap. But isn’t it their—and our—professional obligation to anticipate the consequences of given actions and to read their implications?

Consider former U.S. Congressman and speaker of the House Newt Gingrich, who simply plowed ahead even when lambasted for serving as a handsomely paid “historian” for housing giant Freddie Mac in the decade leading up to the financial crisis. (He’s currently enjoying a perch on the CNN program Crossfire.) Or the reporter who still calls himself a journalist even when a foreign, repressive regime is underwriting his salary as a well-paid lobbyist.

Often the players themselves seem only dimly aware of their own conflicts, as when Mike McConnell, then the Director of National Intelligence, suggested to a reporter, with apparently no reservations, that there was no real difference between his work for a private contractor (a lucrative business that paid him a huge salary) and his work for the government (on behalf of the public, that earned him a fraction of his Booz Allen salary). Is it that he has so accepted the intertwined nature of intelligence that he doesn’t see the ethical tangles that are obvious to those of us who stand outside the system?

True accountability cannot be achieved merely by deploying a checklist. Helen Sutch, a longtime World Banker whose expertise on corruption of all kinds may be unparalleled, goes a step farther, suggesting that ticking the boxes “is a corruption risk in itself, because it implies that as long as the boxes are ticked, anything beyond that, if not explicitly forbidden, is okay. More broadly, it also discourages people from taking responsibility for the success of the whole activity.”10 The fact is that we need both accountability from the outside and trust on the inside.11

The traditional accountability had both connotations. So do many native terms into which the English word is translated. When I asked participants from China, Chile, Nepal, South Africa, Russia, and France, among other countries, at a 2003 workshop I organized in Poland to discuss how it is rendered into their languages and what it connotes, it became clear that the more recent meaning of accountability doesn’t travel well. In French, Spanish, and other Romance languages, for example, accountability means responsibility.12 This approach engages the moral community.

The damage wrought when a system is disconnected from moral community and practice is huge. A prominent Polish essayist just after World War II described an “excluded economy”—an entire informal system of off-the-books survival—that flourished under the weight of German occupation. “An economy morally excluded from the life of the nation has left behind calamitous psychosocial practices,” he wrote. “Only now are we paying the price of the occupation.”13

While this is an extreme example, far removed from the experience of most of us, I hope that the ethical disconnect that we have seen in this book is, by now, clear. Above all, ethics and accountability must be reintegrated. Today’s crisis of formal institutions and of leadership makes this change all the more urgent. Thinking about corruption in terms of violating the public trust helps to clarify the issue.

STRATEGIES

Both law and ethics, as I wrote early in these pages, prove to be impotent counters to today’s unaccountability. We must consider the long-term impact of both accountability legislation and the effectiveness of naming and shaming.

What of the first?

As we discussed earlier, it appears that an array of factors helped drive the American Economic Association to adopt a more stringent code of ethics in 2012 for thousands of economists. A study in 2010 of prominent economists not disclosing financial ties got some disapproving press. This came at the same time as an Oscar-winning documentary, complete with “ambush” interviews of academic economists who appeared to take money to deliver positive news about an economy that was about to collapse, namely Iceland. But has the idea that economists might be named and shamed for serving as scholars-for-hire or even just “consultants” struck fear into the hearts of economists with a swirl of undisclosed affiliations? Hardly. Are those economists without money-making and prestige-building roles concerned about guilt by association? It’s doubtful.

Where is the social pressure of the community of economists? It’s hard to detect. And yet, as I argue, if the pattern is to change, sanctions must also come from within.

As for Key Opinion Leader physicians, the passage of the Physician Payment Sunshine Act in the United States may force companies to issue public reports on payments to physicians. But as with economists, does this actually raise the specter of naming and shaming? ProPublica reported in 2014 that many top pharma companies had drastically cut their budgets for physician speaking engagements ahead of the disclosure rules taking effect.14 While the threat of disclosure may have taken some physicians working in America out of the game, again, legislation and transparency alone—that is, naming—cannot suffice in the absence of the effectiveness of shaming.

The Limits of Law

Can law, and the enforcement of it, do all the work? Or even much of it?

The emergence of lobbyists who simply don’t register should serve as a cautionary tale. The fate of several disclosure and ethics laws might be at play. There was the 1995 Lobbying Disclosure Act, which has many loopholes still exploited today. But it wasn’t until around 2008 that the number of lobbyists mysteriously began a sharp decline. Political scientist Tim LaPira offers several reasons in a guest post for the transparency advocates at the Sunshine Foundation, including one I find interesting. He mentions the idea that after the passage of the Honest Leadership and Open Government Act of 2007 and President Obama’s 2009 executive order putting more lobbying strictures on Executive Branch employees, players don’t want to hurt their career prospects by wearing a Scarlet L for Lobbyist.15

In the end, LaPira believes that the Honest Leadership and Open Government Act is probably the most likely reason lobbyists have gone underground, seeing less risk in not registering than in registering. This shows a failure of enforcement, clearly. But he also emphasizes what I have throughout the book: that lobbying needs redefining to better encompass what it now really is. I would add that influence more broadly needs to be redefined to fit the contortions that power brokers are now making in flexing their muscles. So with both economists and physicians, we need to be on a sharp lookout for new behaviors that might be novel conduits of influence allowing players to evade the rules . . . and avoid being named and shamed.

In the beginning, as well as in the end, there is no substitute for society or what is sometimes called “civil society.” I don’t mean this in a lofty or overarching way. We bring society alive when we connect with our communities beyond the silos of our own networks and professions to see our actions from a different perspective. We bring society alive when we cross-fertilize outside our usual networks. Many of the policy failures we have seen in this book lie with players and groups who are so embedded in their own tight-knit networks and mindsets that they not only ignore those outside their circles, they actively refuse them a place at the decider’s table. Society is alive—and the public trust is possible—when outsiders have a seat.16

CORRUPTION AND RESTORING THE PUBLIC TRUST

Of course, corruption does not just afflict the Other, the benighted Third World country. The more elusive corruption is now very much a part of Western, highly developed countries that typically rank relatively low on corruption indices. In any case, the fixation on country-by-country ranking is itself misguided; today’s power brokers, as we have said, are often global in reach and work in networks. To that end, the object of analysis should be the players themselves, their border-hopping allies, and the milieus in which they operate.17

And metrics aren’t up to the task. Metrics might work if the focus on illegal acts—the single transaction in a single venue—made sense; but that, too, is outmoded. The prevailing definition of corruption, “the abuse of public office for private gain,” is ready-made for the clarity of bribery but not for the ambiguity that swirls around today’s influencers. They are more subtle in their dealings and have little need for blatantly illegal activities.

The old model might target a corrupt lawmaker receiving a bribe from a company to get favorable legislation enacted. That model breaks down in the new era, in which relationships are multiple and moving while organizational boundaries and missions are blurred.

And how does one account for corruption that might occur in the service of ideology? Certainly the actions of ideologically driven operatives would not fit neatly into a model that emphasizes transactions with clearly measurable benefits to the transgressors. Money is certainly not the sole motivation of the powerful.

It would seem that we should not just consider the activities of the players, but take a systematic look at their practices. The frenetic role-playing in and of itself doesn’t make one corrupt, but the modus operandi does make accountability and transparency very difficult. A player who acts as a paid consultant in one venue, a pundit in another, and a professor in yet a third is not necessarily engaged in a “double strategy,” but his consultancy and punditry activities can be at odds with his supposedly objective voice as a professor if he does not disclose the former.18 And surely watchdogs will have their hands full trying to untangle all the activities at play.

In sum, to fully capture the new influence and the potential for corruption, metrics should take a back seat to patterns of operation and network configurations charted through analysis of the players’ roles and networks. Shortly, I will describe this in greater detail.

Are They Corrupt?

Shadow elites, shadow lobbyists, and their fellow travelers may be unaccountable, with their “corruption” elusive. But are they, in fact, corrupt?

As we have seen, the bribe-taking bureaucrat or customs official is more likely to be defined as “corrupt” and punished, even as the consequences of his actions are nowhere near as egregious as, say, the financier who devised investment vehicles for selected clients to bet against the housing market without disclosing to other clients (pension funds, insurance companies, and foreign banks) that they were being set up to lose billions.

We redefined corruption as a violation of the public trust in Chapter 1, in broad sync with conceptualizations in texts such as the Qur’an and the Bible.19 Political economist Lloyd J. Dumas elaborates:20

The violation of the public trust for personal advantage (either for oneself or one’s network) is the essence of corruption, whether it is the public trust of a government official or the trust implicit in a client-consultant relationship. For example, it is expected that the advice given and actions taken by medical doctors will be guided by what is best for the health and well-being of their patients, not by what course of treatment will maximize the doctors’ income or satisfy their desire to try out experimental procedures that may bring them acclaim. In any relationship that conveys power and authority to one individual to act on behalf of others, or even to guide the behavior of others, trust is central. That is one of the key reasons why the massive betrayal of clients’ and the public’s trust by rating agencies and top investment banks created such an earthquake.

According to Dumas, corruption “occurs whenever individuals use for their own personal agendas, the authority, power, or information that was given to them for the purpose of furthering the interests of others, to the detriment of those others.”21 I would add that the act need not be to the detriment of those particular others; the authority, power, or information could be used to the detriment of quite different others and still breach the public trust.

Of course, corruption as violation of the public trust cannot serve as a universal definition because, at least to some degree, the “public trust” itself is culturally defined. Still, seeing corruption as a violation of the public trust (recognizing, of course, that “public” is always defined indigenously, a term with variable meaning across time and place), upends the traditional approaches of the anticorruption industry and shines a spotlight on highflier power brokers whose activities are legal yet violate the public trust.22

Seeing corruption as a violation of the public trust can help clarify and call it out. But caution is warranted. Although the modus operandi of many of today’s top power brokers renders them virtually unaccountable to government or corporate institutions and the public, it does not necessarily make them unethical or corrupt.

Why suggest reconceptualizing corruption at all? Because, clearly, the potential of shadow elites and shadow lobbyists for violating the public trust on a colossal scale is huge, with the possible consequences of their actions just as colossal.

READING THE WORLD IN THE AGE OF UNACCOUNTABILITY

So, what can we do?

There are ways for governmental and corporate authorities, journalists, and the public to take action that won’t lead to an awkward airport encounter like mine.

We need to begin to connect the dots and challenge the unaccountable. As a result, we will be better equipped to assess the motives and message of the pundits, politicians, and consultants we encounter—whether in the media, social-networking outlets, town-hall meetings, or other venues—and to combat the new corruption.

First, citizens, those in the media, and those in government making public-policy decisions need to know how to spot a power broker who is spinning an agenda. As we noted in Chapter 5, we are increasingly getting news on our mobile devices, on the go. This seems like a particularly challenging environment in which to examine sources of information. One thing I’d encourage might be called “One Click More.” As you are reading something that appears fishy, take one click more (likely you’ll need more than one click, but at least one will get you started).

When you see a power broker pontificating on a topic, do you have a hard time figuring out who he is and who funds him? You might have had a clear idea of who he was a few years ago, say, when he was Homeland Security chief or secretary of the Treasury, but what is he now?

Here is an accountability red flag to watch out for: when someone is described as a former official, it is imperative to understand where they are currently and what stake they might now have in the topic at hand. You can take that one click more to a Wiki page and test yourself: could you sum up this person’s career easily? Is the list of titles and affiliations daunting? If so, this doesn’t mean this power broker is necessarily corrupt, but you should then know that he has a lot of irons in the fire. Even Wikis can be a bit misleading; they nearly all feature the public-service part of a résumé front and center, even if that service was years—even decades—ago. So make sure you scroll down to find the most current roles.

Another title to watch out for is “consultant.” Many of us are consultants, yet the moniker can be a red flag. What is a consultant, exactly? Are there laws governing their activities? Do they have a clearly articulated code of ethics? Often the answers are no and no. I can tell you from my own experience that consultants can perform innumerable roles, and their agendas are often far from clear. Consultants are getting paid by someone; they are not getting paid to speak to a reporter or appear on television. So why are they doing so? Often it’s because they have an agenda to push, their client’s or their own.23

Consider carefully the title “expert.” Expert can define any number of players. Michael Chertoff is likely an expert on terrorism, after his years as secretary of Homeland Security, but he is more currently a private consultant to the security business looking to sell its wares to the government. Former EPA head Christine Todd Whitman regularly expounds on energy issues in venues all over the United States, and yet she represents a variety of energy-company interests and has for years. Retired General Barry McCaffrey is an NBC News military analyst; but when he weighed in on the deteriorating situation in Iraq in June 2014, there was no mention on the Nightly News that he also runs a consulting firm.24 An expert might also be an academic; if that’s the case, it can be illuminating to Google the sources of his/her research funding. People from think tanks are often called experts. If that’s the case, it’s worth Googling whether the think tank is known as having a particular agenda and finding out who funds them.

Very often these days, corporations are part of the mix, even when the think tank has a very neutral, civic-friendly name. And with think-tank–like organizations popping up all over these days, it’s also smart to consider how long a “think tank” has been around. Did it appear after Citizens United opened the door for unlimited and hard-to-trace political spending? If so, you might want to probe it a bit further. What is being called a think tank might actually be little more than a vehicle for secret political cash aimed at pushing an agenda. One glaring hint might be a website that has no area to detail “who funds us.”

When you read about an important policy fight, like health care or whether to back a war, do you see names of people who might be described as “advisers,” “backroom deal-makers,” “rainmakers,” or “right-hand man,” but they don’t seem to have an official role? Often the boundary between official and private activity is not clear. (See, for instance, the financial bailout, where it was sometimes hard to figure out who worked at Goldman Sachs and who worked at the Treasury Department. Or with issues of national security and intelligence, where the lines between “private” contractor Booz Allen and the Office of the Director of National Intelligence fade.) From the 2003 Iraq invasion to the financial bailout to Obamacare, each fight (and many more such fights) had players whose unofficial positions might have been described this way, and yet they will never be held to account because they were officially “informal.”

Sadly, one must also place “philanthropist” in the category of red-flag titles. While many, if not most, appear in the media working to eliminate the scourges of poverty or war, there are now players, including Bill Clinton and especially Tony Blair, whose portfolios are so vast that they cannot be viewed as simple do-gooders. This skepticism should also be applied to little-known groups (like the think-tank–style groups) that call themselves philanthropies. They might be technically one of those so-called “social welfare” groups under the U.S. tax code, but once again they could be just a front for an agenda or “dark” campaign donations.

And of course, these days, it isn’t just the Sunday-morning talk shows and the New York Times op-ed page driving agendas. One now needs cross-platform vigilance. E-mail, Facebook pages, Twitter feeds, you name it; if you get an unmediated stream from a person in power, a former official, you should remember that just because he trumpets his twentieth wedding anniversary in one post doesn’t mean he won’t try to sell you something in the next.

As you get your “information” and “news” across digital venues, it’s also key to make sure you know the source—which these days isn’t always easy—and to see the original piece as it was written. Stories nowadays, of course, are shared and retweeted with various colorations that more partisan “sharers” or self-interested power brokers might be adding. Sometimes these shadings are quite subtle—and you won’t notice until you take one click more and see the original piece. Recall that in Chapter 5 we noted that much news is still originating from “old” media where there are still some standards; you might find that the conclusions reached by your powerful “sharer” aren’t exactly borne out in the original piece. And sometimes you’ll see that the original piece did not come from old media at all, but rather from a corporate entity trying to look like it’s putting out news, or a think tank that’s just a front for certain ideological warriors.

Watch out, too, for coordinated campaigns and networks of power brokers. (Also, groups that acquire nicknames—such as Rubinites, COINdinistas, Neocons, Locomotives—deserve more scrutiny.) Sometimes a group of officials and allied “talking heads” will descend in multiple venues spouting the same general message, perhaps best seen in the 2003 run-up to the Iraq war. Neoconservatives agitating for war began using alarming imagery in their rhetoric on all sorts of outlets, some warning that they didn’t want “the smoking gun” to be “a mushroom cloud.” (The speechwriter behind that rhetoric, Michael Gerson, went on to take an op-ed perch at the Washington Post.25)

Keep a lookout, too, not just for formulaic and repeated language across media, but also for metaphors used to justify a course of action. As we saw in Chapter 4, they are commonly employed to sell public policies, and, while they pervade public debate, metaphors routinely highlight or hide the issue they are deployed to explain. What does a specific metaphor highlight? What does it hide?

And when it comes to spotting a coordinated group, like, say, the Locomotives who led Iceland to ruin, this is one of the cases where it does make sense to look backwards. Identifying them after the fact matters because they may well have moved on to another more current opportunity to exert stealth influence. Are the players with exclusive inside access and information also the very same people who were branding the information for the public? Were the players—“who is involved” in the action?—just as important as the action itself? Would the action never happen without the particular players?

After a big push like the Iraq invasion, those in the network often decamp to think tanks, universities, corporations, lobbying firms, and op-ed pages. They might review each other’s books, or promote each other with a so-called blurb endorsement. You might see them trying to brand their actions in the previous fight as they gear up for the next opportunity. In the case of the Neoconservatives, some saw them moving on to Iran as the next threat to drum up in various venues. Deciphering these networks often requires not just experience, but also computing power, because of the amount of data and its complexity.

That is very much the case for shadow elites and shadow lobbyists. The object of analysis must be the players themselves, because their influence derives from their ability to blend and blur such boundaries as official and private, international and national.26 Focusing on one or the other misses the point, since it loses the connection. Instead, the focus must be the players’ roles, activities, and sponsors; their networks; and the organizations that they and their networks empower. How do these players and networks operate within and across borders and link to each other?27

No Magic Bullet, But Some Practical Measures

Those are some ideas about how to spot accountability-challenged power brokers; but how can we diminish their reach and impact?

First of all, no one person or institution can provide a quick fix. Holding any one power broker to certain account would require a team of investigators and public servants tracking his activities, networks, and funding sources over time: reporters connecting the dots; attorneys and regulators picking up on reporters’ work and subpoenaing documents that reporters cannot; and legislators dedicating themselves to passing laws to reflect changes in the environment and hold culprits to account. Because the potential influence and “corruption” of these players are interrelated, that would involve a holistic approach, one that considers all the components collectively and how they interact.

In the broadest sense, it would be wise for us all to take an interest in legislation that involves accountability and disclosure. These are not traditionally sexy topics that you see very often on the nightly news or “trending” on Twitter, and yet they are important. That said, as we have noted, there are considerable limits to what legislation can do. Moreover, regulation often results in unintended consequences and even can be counterproductive. The influence of these players is often embedded in the power structure, no matter the political party in power, so such measures are likely to meet with significant resistance or be outgamed.

And even when tougher laws are enacted, the players are adept at skirting the rules. (One need only look at how big banks are circumventing financial-reform provisions.)

So when pressing for legislation, voters should demand that regulations encompass the new forms of influence that might not fall into existing parameters: when a former politician joins a lobbying firm and tells his younger colleagues who to call and to use his name, is that politician not a lobbyist? Perhaps he should be compelled to register as one.

We should also press for legislation to crack down on political activities by those political-influence groups that proliferated after Citizens United. In the fall of 2013, the Obama administration proposed a crackdown. While Republicans took the lead early on creating these groups, Democrats of course are trying their hand as well, with the president’s own former campaign machine, now called Organizing for Action, being one.28

Aside from legislation, we should encourage codes of professional conduct among consultancies, academe, government, business, media, and think tanks. Even the American Economic Association adopted a code, but only after shaming by the 2010 documentary Inside Job, which exposed blatant conflicts on the part of certain star economists. Aside from requiring more disclosure when submitting research papers, “the AEA urges its members and other economists to apply the . . . principles [of greater disclosure] in other publications: scholarly journals, op-ed pieces, newspaper and magazine columns, radio and television commentaries, as well as in testimony before federal and state legislative committees and other agencies.”29

Of course, no one can expect that “urging” will be a magic bullet. But as anthropologists have shown in research on ethics in financial conduct, people are very much motivated by what their peers and neighbors think of them.30

One profession that is vital in restoring accountability is the old or “legacy” media. Journalists and producers should commit to stricter standards when they quote and feature prominent players. It is helpful to directly ask a guest or source if they have any obvious conflict of interest, and many reporters still do of course try to determine conflicts. It might make sense to go one step farther and ask what affiliations they have; sometimes the players themselves, immersed in a near-hermetically sealed professional world, are only dimly aware of their own multi-layered agendas. Reporters and producers should also be made more aware of informal roles and how these can be used in ways that evade accountability.

Despite the decline of newspapers, op-eds still matter, and they are of particular concern. Editors need to make sure that the thumbnail biography attached to an op-ed contains not just the most prestigious position, like professor or former cabinet secretary, but other roles like current industry affiliations that might bear on the views being expressed in the op-ed.
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That this material can be depressing is, of course, not lost on me. Yet by providing what I hope is clear-headed analysis, identifying what is wrong, and providing tools for scrutiny and possible solutions, I hope I have helped to equip readers to move beyond skepticism and frustration and toward understanding and action.

Having studied power and influence for several decades, and expecting to continue to do so in the years to come, I welcome comments and examples from readers highlighting players and organizations about which I might not be aware.

And if you try my strategy of singing your way through airport security, do let me know how it goes.
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