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Preface
They called it "Black Monday"-the day in 1977 when five 
thousand workers at theYoungstown Sheet and Tube plant in 
Ohio were told the mill was going to close. An aggressive 
group of young steelworkers was dumbfounded. They had 
put their lives into the mill. Did this really have to happen? 
Gerald Dickey was the first to have the idea: "There are skills 
and men here who know how to make steel. Why don't we 
set this up as a company that we ourselves own-we could 
do it jointly with the community."
That was the start of a major fight. The religious community, led by the Catholic and Episcopal bishops, put together 
an ecumenical coalition. I was called in to help (some of the 
church leaders had read my work). With the support of a 
couple of creative government officials, we hired top steel 
industry experts to develop the kind of plan that is now common in successful steel operations. 
Then something interesting happened-and we learned 
two fundamental things, which are at the heart of the following book:
First, the seemingly radical idea of the workers and the 
community owning and running a giant steel mill was hardly 
considered radical at all at the grassroots level. Indeed, the 
vast majority of the community, the local congressional delegation, both senators, and the conservative governor of 
Ohio, James Rhodes, supported it. The state prepared loanguarantee and other legislation to back the effort. What made sense to ordinary Americans was far different from what 
many had thought.


The second lesson was equally important. For complicated reasons, Youngstown never got its mill.' However, the 
struggle to find a new way forward that began on Black 
Monday continued-and in many parts of Ohio (and elsewhere throughout the United States), worker-owned firms 
inspired by that initial fight are now commonplace. The second lesson is the lesson of commitment to the long haul.
I am a historian and a political economist. I have been a legislative director in both the U.S. House of Representatives 
and the U.S. Senate, as well as a high-level policy adviser in 
the Department of State. I was nominated by leading environmental, consumer, labor, and other national organizations to be a member of the Council of Economic Advisers. 
I have been a Fellow of Kings College, Cambridge University, of the Institute of Politics at Harvard, and of the Institute for Policy Studies in Washington. I worked with 
steelworkers in Youngstown and with the Mississippi Freedom Democratic Party and Martin Luther King Jr. at the 
1964 Atlantic City Democratic National Convention. I am 
also a former anti-Vietnam War activist. And I am, lastly and 
importantly, someone who grew up in a medium-size Midwestern industrial city-Racine, Wisconsin.
I mention these personal facts to underscore several critical aspects of the lessons of Youngstown-and my reasons 
for writing a book that argues that it is not only necessary but 
possible to "change the system":
Though I am now a professor with all the usual academic 
trappings and degrees, I am not primarily an academic. What 
I have to say about political possibilities is informed, for better or worse, by some rather hardheaded real-world experiences-especially concerning difficult longer-term change. 
Here are four examples:
First, when I worked in the Senate in the early 1960s it 
was for Gaylord Nelson-the founder of Earth Day. The idea that environmental issues might one day become important 
in America seemed far-fetched then. Everyone knew this was 
a nonstarter. I witnessed close at hand the rise from 
"nowhere" of what once had been called "conservation" to 
become the "environmental movement." I view current setbacks and political obstacles with a certain historical sense of 
the possible, and I view long-run change coming "out of 
nowhere" as always-minimally!-conceivable (whether the 
powers that be like it or not).


Second, I recall, vividly and personally, the days in 1965 
and 1966 when virtually the entire leadership structure of 
the nation supported the Vietnam War. The president and the 
Congress (with only a tiny handful of exceptions), most of 
the press, and most of the corporate and labor leaders all 
thought the war right (or at least did not oppose it). In 1965 
and 1966 even Martin Luther King refused to challenge the 
Johnson administration directly on the war.2 I also recall 
that, contrary to those who said nothing could be done, 
slowly and steadily a citizens' movement built power and 
momentum until the war was stopped.
Third, way back when-in my early days in WisconsinSenator Joseph McCarthy of our state dominated politics, 
both nationally and locally. "They shot anything that moved 
politically," people used to say. Fear dominated every suggestion that progressive ideas might be put forward. Anyone 
who thought otherwise was obviously foolish. But of course, 
what came next was the 1960s. Both those who lament and 
those who cheer the passing of the 1960s era of activism 
often read history as if things ended in the 1970s. My reading-from the perspective of Wisconsin in the McCarthydominated 1950s-is that those who say that nothing can be 
done because reactionaries control everything simply do not 
recall or do not know how impossible the world felt before the 
"unexpected" explosions of the 1960s.
Fourth, my personal memories also include the way the 
civil rights movement developed "out of nowhere"-or so it 
then seemed-to challenge the oppression that was the American South. The idea that nothing could be done was 
also rampant in the pre-1960s South-and there it was 
enforced not simply by reactionary politicians willing to 
blacklist anyone who spoke up. It was enforced by deadly 
terror: blacks-and even some white Americans-were murdered for demanding their basic rights. (As a young Senate 
aide, I drove through Mississippi with civil rights activist 
Bob Moses, followed at every turn by armed state troopers; 
the poor farmers we stayed with kept a shotgun by the 
door.) Those who tell me the opposition to change, now, is 
so great that nothing can be done would do well to read just 
a bit about what it was like before the civil rights movement 
was a movement.3


One final recollection-this one not so close at hand but 
nonetheless vivid in my life experience as well. Most people 
forget how marginal conservative thinkers and activists were 
in the 1950s-and even after the Goldwater debacle of 1964. 
The ideas and politics that currently dominate American 
reality once were regarded as antique and ridiculous by the 
mainstream press, political leadership, and most of serious 
academic thought. Committed conservatives worked in very 
difficult circumstances to develop their ideas and practices 
and politics for the long haul-and though I disagree with 
them, they, too, have demonstrated what can be done against 
seemingly long odds.
If you think I am recalling these various experiences and 
old war stories to suggest that even the most daunting political obstacles can often be overcome by those who are serious, you are right. I am, however, no utopian. I think it is 
entirely possible that, like Rome, the U.S. empire will fail and 
decay. Or that our domestic and international troubles will 
lead to violence and the suppression of what remains of 
American liberties. Indeed, as I shall suggest, at best I think 
things are likely to get worse before they get better. I note, 
however, that Chile has survived even Pinochet. Those who 
view things historically understand that the challenge is 
always to build to and through even the worst difficulties.


The American Revolution itself stands as a reminder of 
how the then most powerful empire in the world could be 
challenged. (The signers of the Declaration of Independence, we do well to recall, did so knowing that if they failed, 
they would be hung for treason.)
This book argues that the only way for the United States to 
once again honor its great historic values-above all equality, 
liberty, and meaningful democracy-is to build forward to 
achieve what amounts to systemic change. I shall explain what 
I mean in due course, but here let me note that fundamental 
change-indeed, radical systemic change-is as common as 
grass in world history. It may be that history has stopped in the 
United States circa 2004, but I doubt it. The lessons of 
Youngstown have been reinforced by the experiences I have 
cited-above all, that what seems radical is often common 
sense at the grassroots level and that a commitment to the 
long haul is the only way to test what might really be possible.
One other lesson is important: serious ideas count. Moreover, people understand and respect serious ideas. Here I 
again honor committed, thoughtful conservatives (as distinct 
from right-wing ideologues who use ideas to bludgeon the 
opposition). Though I disagree with the writings of men like 
Russell Kirk, Henry C. Simons, and Friedrich A. Hayek, I 
respect their commitment to developing tough-minded theory-and their understanding that this is critical to the 
development of a truly meaningful politics.
We often ignore this truth, thinking that what counts is 
"the message" or "how issues are framed" for public consumption. What ultimately counts is a coherent and powerful 
understanding of what makes sense, and why-and how what 
makes sense can be achieved in the real world. By "coherent" 
I mean rigorous intellectually as well as politically.
Some feel that ordinary Americans are uninterested in 
ideas or cannot understand them. I disagree. Historically it 
is not only thoughtful conservatives who have shown that 
ideas count but, in other eras and other times-whether one agrees or disagrees-Marxists and liberation theologians as 
well. And Americans at the time of the Revolution. And feminist theorists from Seneca Falls on. The lesson here is that it 
is time to roll up our sleeves and get serious about the intellectual work that needs to be done if an effort to achieve fundamental change is ever to succeed. We need to ask ourselves 
the following questions:


If the current political-economic system is no longer able 
to sustain equality, liberty, and meaningful democracy, what 
specifically do we want? And why, specifically, should anyone 
expect what we want to be any better than what we now 
have? And how, specifically, might what we propose deal with 
the everyday problems now facing most Americans? And 
finally, even if we can say what "system" would be better, 
why, specifically, do we think it might be attainable in the 
real world?
As I said, I am no utopian. Why in the world should anybody want to support a movement for serious change that 
does not attempt to give straight and tough answers to such 
obvious questions? My book, I hope, will help stimulate 
more tough-minded discussion of such matters.
Although this book is not explicitly about the war in Iraq 
(or the war on terrorism), I also hope it will help us reach to 
some of the underlying structural relationships-and issues 
of democratic decision making-that have allowed the overmilitarization of U.S. foreign policy. I have previously written 
a great deal on foreign policy and military matters.4 This 
work attempts to go deeper-to the structural foundations of 
the system that permit the kinds of policies that so endanger 
the modern world.
Quite apart from any particular book, I believe there is a 
real hunger for new thinking among many Americans. 
Indeed, it would not surprise me-given the growing pain 
and frustration-if in the coming decades, we were to experience something like the Federalist debates of the founding 
era-a time of great and historic public rethinking of fundamentals. It may well be that the intellectual (as well as polit ical) debates that antiglobalization activists have helped initiate are the opening guns in such a national dialogue.


The first sections of this work offer an introduction to critical ideas about what it takes to sustain equality, liberty, and 
democracy-the kind of ideas that in recent years modern 
political and economic theorists have been developing and 
refining in their books and articles. (Part I of the book is also 
an invitation to continue the effort, to go further.) And it is 
an invitation to plain speech. The great Russian writer Leo 
Tolstoy is reputed to have warned fellow intellectuals that "if 
you can't explain it to an ordinary peasant, that is your problem, not theirs."
I might add that this better be the case if we are talking 
about ideas for a democracy! The Americans I grew up with 
in Racine, Wisconsin, are damn tough-minded. They can 
more than handle ideas about how really to achieve equality, 
liberty, and democracy-if the ideas are presented in ordinary 
English. They are no different in this respect from millions of 
others, historically in this nation and around the world, who 
have decided to get serious about things that count.
The question is not the capacity of citizens to understand. 
It is not even whether writers and thinkers take the time to 
explain themselves. What opens people to making the effort 
is that they are forced to abandon the pose that politics doesn't matter, and that ideas are irrelevant. Two final personal 
experiences are instructive in this regard-both from the 
time of the Vietnam War.
The first involved a meeting in Massachusetts and a government official who had been sent out to calm the opposition. This once had been an easy task; the rationale for the 
Vietnam War went largely unchallenged for many years. 
What stands out in memory, however, was a housewife at this 
meeting, challenging the official-and backing him down, 
step by step-on each point of fact, of law, and of history 
involved. She had simply decided it was time to get to work 
and master for herself the politics and the underlying intellectual rationale.


The second was my first experience knocking on doors 
with a young activist at the time. At the first stop, the person 
who answered the door hesitated and then said, "I'm against 
the war, but no one else is on this block." At the second, 
third, and many more stops, almost the same words were 
spoken in almost the same way. The reality, of course, was 
that far more people agreed-and ultimately triumphedthan anyone imagined at the outset or in their own isolation 
(including our own).
My heroes are the people who fought for civil rights in 
Mississippi in the 1930s and 1940s-when the struggle that 
laid the groundwork for what came later was undertaken by 
individuals whose names few now remember. That was when 
the real work was done.
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Introduction
[image: ]ToW DO WE DETECT when a society is in trouble-real 
ltrouble?What canary in the coal mine signals danger? The 
real signs of major trouble are to be found not only in huge 
deficits, unemployment, even terrorism. The time to pay close 
attention is when people begin to lose belief in things that once 
mattered profoundly-like the most important values that have 
given meaning to American history from the time of the Declaration of Independence: equality, liberty, and democracy.
The long trends are ominous: the beginning point of the 
following study is the painful truth that there is now massive 
evidence that for decades Americans have been steadily 
becoming less equal, less free, and less the masters of their 
own fate.
The top 1 percent now garners for itself more income 
each year than the bottom 100 million Americans combined. 
Even before the war on terrorism produced new threats to 
civil liberties, the United States (as a conservative judge, 
Richard Posner, has observed) criminalized "more conduct 
than most, maybe than any, non-Islamic nations."'
And repeated studies have shown the majority of Americans know full well that something challenging and fundamental is going on with "democracy": Four out of five in a 
recent assessment judged that "[g] overnment leaders say and 
do anything to get elected, then do whatever they want." 
Another study found that seven out of ten felt that "people 
like me have almost no say in the political system."2


We tend to dismiss such signs of trouble. Most political 
debate focuses on who wins this or that election or on immediate problems like medical costs, tax cuts, unemployment. 
Some writers sense that something deeper is at work-that, 
for instance, with the radical decline of labor unions and the 
rise of the global corporation, the balance of power between 
labor and corporations that once kept U.S. politics within a 
certain range simply no longer operates. (The administration 
of George W. Bush in significant part reflects this shift in 
underlying institutional power.)
A few have recognized that we face even more fundamental questions. Thus Kevin Phillips writes of a new 
American "plutocracy" in which wealth "reach[es] beyond 
its own realm" to control political power and government at 
all levels.3 Robert Kaplan suggests that we are moving in the 
direction of a regime that could "resemble the oligarchies of 
ancient Athens and Sparta." He believes: "How and when 
we vote during the next hundred years may be a minor 
detail for historians."4
But the idea that the American "system" as a whole is in 
real trouble-that it is heading in a direction that spells the 
end of its historic values-that idea is difficult, indeed all but 
impossible, for most people to grasp.
It is, however, the first major contention-or rather, observation-at the core of this study. Moreover, as we shall see, 
though the evidence is rarely confronted, it is a contention 
that is not at all difficult to support. Indeed, it is obvious to 
most people when they reflect on the long-developing trends 
in connection with equality, liberty, and democracy.
If the critical values lose meaning, politics obviously must 
also ultimately lose moral integrity. Cynicism, apathy, and a 
sense that the powerful control, no matter what, must grow 
until, finally, recognition that current political processes are at 
a dead end quietly becomes endemic. The polls already indicate that beneath a patina of conventional political concern, 
the basic elements of such an understanding are not far off.


Beyond this, if equality, liberty, and meaningful democracy can truly no longer be sustained by the political and 
economic arrangements of the current system, this defines 
the beginning phases of what can only be called a systemic 
crisis-an era of history in which the political-economic system must slowly lose legitimacy because the realities it produces contradict the values it proclaims.
Moreover, if the system itself is at fault, then selfevidently-indeed, by definition-a solution would ultimately 
require the development of a new system.
For most Americans the idea that a "different system" 
might be possible is something very few have considered. 
With the collapse of the Soviet Union-and the decline of 
older, more democratic visions of socialism-what, specifically, would it mean to "change the system"?
Furthermore, the United States today is the most powerful political-economic system in world history. To most 
Americans, the notion that ways might ultimately be found 
to transform the institutions at its very core seems utterly 
utopian and impractical-even if one had an idea of what an 
alternative system might entail.
The conventional wisdom, of course, leaves us at a dead 
end. The old ways don't work, but no one even imagines the 
possibility of systemic change.
Or so it seems.
The fact is, just below the surface level of media attention, 
theorists, policy makers, and informed citizens have been 
generating an extraordinary range of new ideas in recent 
decades. As we shall see, these suggest that traditional economic and political strategies are not the only ways, institutionally, to secure equality, liberty, and democracy.5
The appeal of many of these ideas, moreover, reaches across 
traditional left-right political divisions. They deal in a thoroughgoing way with matters ranging from the local and mundane to the radical and systemic-including: How to build 
democracy with a small d in each community as a basis, ultimately, of rebuilding Democracy with a big D in the system as a whole. How, as technology advances, to ensure that people 
have enough free time and security to have real rather than 
illusory freedom of choice. And how-the ultimate and most 
important issue-the vast wealth of the nation can be managed so as to directly democratize its benefits.


Even now, as we shall also see, the most interesting new 
approaches suggest the outlines of a radically different systemwide political-economic model. Furthermore, the quietly 
intensifying crisis itself is forcing ever greater understandingand it is producing (and promises continually to produce) ever 
more refined clarifications of the basic ideas.
That this has begun to occur should not be surprising. In 
general, when traditional ways no longer work, people are 
forced to rethink what they have been doing. We often do not 
stand back from our current moment in history to reflect on 
the simple fact that this might also be happening here and 
now, and as time goes on, in our own society.
Even if it were possible to bring together the emerging 
new thinking to define the outlines of a system that might in 
principle be able to sustain equality, liberty, and democracy-and do so in ways better than either U.S. capitalism or 
its traditional socialist rival-could such an exercise ever 
have meaning in the real world of politics?
It is, of course, theoretically possible that nothing major 
will ever change in the United States-but it is also highly 
unlikely. Serious historians understand-indeed, take for 
granted-that political-economic systems come and go over 
time, and that the current American system is probably not 
the be-all and end-all of world development.
To grant the simple possibility that the present system, like 
others in history, might one day be transformed opens a certain perspective on possibilities both for the coming century 
and for its opening decades. The tendency of those who think 
about systemic change is commonly toward abstraction. Words 
like "revolution" appear often in traditional writing. This, however, is only one way to think about structural change. It is 
striking that-again, just below the surface of most media concern-there has also been an extraordinary explosion of practical real-world economic and political experimentation in the United States that ties in with (and points in the direction of) some of the main features of the new system-oriented ideas.


Systemic change above all involves questions of how property is owned and controlled-the locus of real power in most political economies. The ownership of wealth in the United States is more concentrated even than income: the richest 1 percent of American households are now estimated to own half of all outstanding stock, financial securities, trust equity, and business equity!*6   At the heart of the new thinking is a different principle-that the ownership of wealth must benefit the vast majority directly. Especially interesting, accordingly, is the evidence assembled in the following pages of long-developing trends that have produced thousands of new worker-owned firms, community-owned enterprises, even state and national examples of alternative ways wealth might be owned to benefit small and large publics.
In Newark, New Jersey, a nonprofit neighborhood corporation employs two thousand people to build and manage housing and help run a supermarket and other businesses that funnel profits back into health care, job creation, education, and other community services. In Glasgow, Kentucky, the city runs a quality cable, telephone, and Internet service at costs far lower than commercial rivals. In Harrisonburg, Virginia, a highly successful company owned by the employees makes and sells cable television testing equipment. In Alabama the state pension fund owns a major interest in many large and small businesses. In Alaska every state resident as a matter of right receives dividends from a fund that invests oil revenues on behalf of the public at large.


The emerging changes in these and hundreds (indeed, 
thousands) of other related instances involve new institutions-and the process of change is different from that which 
we commonly understand in connection both with traditional 
politics and traditional systemic change. Typically, political 
reform involves policies that improve or clean up around the 
edges of existing systems. Typically, revolution involves changing the institutions at the core of the system, often violently. 
What is happening in several key areas involves the steady 
building of a mosaic of entirely different institutions but in a 
manner that is both peaceful and evolutionary.
Even a very widespread evolutionary build-up of new local 
and state institutions, of course, would be a far cry from system-wide restructuring. I believe, however, that such developments may have significant implications beyond their 
immediate impact. Importantly, they are exploring principles 
of ownership in everyday life that have broader applications 
at other levels. The deeper question explored in the following 
pages is whether the emerging political-economic context 
might open the way to building upon and beyond the new 
ideas, on the one hand, and upon the emerging trajectory of 
practical institutional development, on the other.
The election of candidates committed to the key values 
might-or might not-lead to modest gains in the short 
term. Given the underlying pressures constraining traditional politics, however, those who have faced the issue 
squarely know that even when better candidates win office, 
serious change is unlikely following any currently feasible 
political strategies.
On the other hand, the social and economic pain that is 
now hitting Americans at virtually every level is also increasingly confronting diverse groups with ever more severe 
choices. In case after case, the converging viselike pressure of 
events is forcing new questions.
Either at some point a new strategic approach will have to 
be found, or issues of central importance to workers and to ethnic, racial, elderly, gender, family, and other constituencies on both the left and the right are likely to become 
increasingly and profoundly compromised. The growing 
pain levels point to the likelihood, ultimately, of a backlashespecially as the pressures the Bush era has unleashed continue to hit home.


Furthermore, the growing national fiscal crisis inevitably 
forces attention to the extraordinary income and wealth controlled by elites and major corporations. Quite apart from 
matters of equity, there are very few other places to look for 
resources. With the decline of traditional twentieth-century 
progressive strategies, a new and more militant "twenty-firstcentury populism," which targets those who control the 
lion's share of the nation's income and wealth, is already 
beginning to take shape. Far-reaching ethnic and demographic changes-and the coming minority status of nonHispanic whites-are likely to reinforce the pressures leading 
to change as the twenty-first century unfolds.
The trajectory that points toward an ever more sharply 
focused challenge to corporations and elite concentrations of 
income and wealth, moreover, is beginning to converge, even 
now, with the developing trajectory of change defining a host 
of alternative institutions in which wealth ownership benefits 
the public directly-and in which community-based democratic practice is important.
It is quite possible-even probable-that life in the United 
States will get worse before it gets better (if it gets better) in 
the coming decades. We are likely to experience profoundly 
challenging times. Even in an era focused narrowly on issues 
of terrorism and war, however, large-order, longer-term 
change is rarely precluded. There are reasonable possibilities 
in the coming period of history (as in most periods of history) for much more fundamental change-building to and 
through the difficulties-than many conventionally hold.
There have been five major political realignments over the 
course of U.S. history-from before the Civil War to the Pro gressive era and beyond. Each has occurred in the face of 
arguments that nothing of great political significance was 
feasible. Further realignments over the course of the twentyfirst century are not only possible but likely. The question is 
what they might entail and how far-reaching they might ultimately become.7


 


PART I
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THE PLURALIST 

COMMONWEALTH
Equality, Liberty, Democracy
WE OFTEN FORGET THAT IT was once simply assumed the 
United States would move inevitably in the direction of 
ever greater equality. A 1963 American Economic Review 
article observed that "most recent studies" of U.S. economic history take for granted that "since the end of the 
depression the nation's wealth has been redistributed and 
prosperity has been extended to the vast majority." A 
respected group of researchers declared, "The United 
States has arrived at the point where poverty could be abolished easily and simply by a stroke of the pen." The title of 
an important book by the liberal economist John Kenneth 
Galbraith proclaimed the "Affluent Society."'
Such assumptions now appear strange, indeed, unreal. 
Statistical studies show growing, not diminishing, inequality. 
Writers like Galbraith have been forced to a radical reassessment: "Alas, I am not nearly as optimistic now as then.... 
[T]hose who dismiss the pro-affluent movement of these 
past years as a temporary departure from some socially concerned norm are quite wrong."2


Compensation of the ten most highly paid CEOs averaged 
$3.5 million a year in 1981. By 1988 it had jumped to $19.3 
million. By 2000 it was $154 million-an increase over this 
period of 4,300 percent.3
In 1948 Nobel laureate Paul Samuelson had attempted to 
illustrate the extent of inequality in his popular economics 
textbook with the following example: "If we made ... an 
income pyramid out of a child's play blocks with each layer 
portraying $1,000 of income, the peak would be far higher 
than the Eiffel Tower, but almost all of us would be within a 
yard of the ground."4
By the closing years of the century, Samuelson found that 
the Eiffel Tower no longer adequately expressed the orders of 
magnitude involved. He replaced it with Mount Everest.5
Another troubled economist, Lester Thurow, wrote, "No 
country not experiencing a revolution or a military defeat 
with a subsequent occupation has probably ever had as rapid 
or as widespread an increase in inequality as has occurred in 
the United States in the past two decades."6
Consider an even deeper problem: "As American democratic 
institutions begin their third century," political scientist 
Robert Putnam observes, "a sense is abroad in the land that 
our national experiment in self-government is faltering."7 
Quite fundamental forces have also undermined the experience of democracy for millions of Americans-and again 
what is striking and profoundly worrisome is the trend.
In the 1960s roughly two out of three regularly told pollsters they believed government was run "for the benefit of 
all." Asked in 1999, "Would you say the government is pretty 
much run by a few big interests looking out for themselves, 
or that it is run for the benefit of all the people," a mere 19 
percent said that it is run for all. Fully 75 percent now felt 
that government was run for the benefit of special interests.8
Voting-one bottom-line test of democracy-also 
declined dramatically. In the 1960 presidential election more 
than three out of five of those eligible voted; only slightly more than half did so in 2000. Less than 40 percent now 
bother to participate in congressional elections (understandably, since partisan redistricting has made almost 400 of the 
435 seats in the House of Representatives all but impossible 
to contest!).9


An angry Republican senator, John McCain, describes the 
American political system as "an elaborate influence-peddling 
scheme in which both parties conspire to stay in office by selling the country to the highest bidder."10
Another obvious source of the "democratic deficit" is the 
enormous power of giant corporations. Careful academics, 
like the former president of the American Political Science 
Association, Charles Lindblom, put the point this way: "It is 
the large enterprises that pose obstructions to political 
democracy. Through their spending and relations with government officials they exercise much more power than do 
citizens.... [This is] a mammoth violation of the political 
equality deemed necessary for genuine rather than spurious 
democracy." I I
Another political scientist, Carl Boggs, is less restrained: 
"[T]he largest corporations are able to dominate virtually 
every phase of economic, political, and cultural life; they set 
the agenda for nearly every dimension of public policy." 12
Democracy's steady decline, theorist Michael Sandel 
laments, is ultimately evidenced in "a widespread sense that 
we are caught in the grip of impersonal structures of power 
that defy our understanding and control." 13
Finally, consider the matter of liberty.
At the most obvious level, the war on terrorism has 
brought extraordinary threats to traditional American liberties. Georgetown University law professor David Cole 
writes: "Secrecy has become the order of the day. Criminal 
proceedings are governed by gag orders-themselves 
secret-preventing defendants or their lawyers from saying 
anything to the public about their predicament.... The 
Patriot Act authorizes never-disclosed wiretaps and secret searches in criminal investigations without probable cause of a 
crime, the bedrock constitutional predicate for any search." 14


Nor is this the worry only of liberals. An angry conservative, William Safire, charges, "Intimidated by terrorists and 
inflamed by a passion for rough justice, we are letting George 
W. Bush get away with the replacement of the American rule 
of law with military kangaroo courts."15 Safire goes on, 
"These used to be the Great Unwatched, free people conducting their private lives; now they are under close surveillance by hundreds of hidden cameras.... This is not some 
alarmist Orwellian scenario; it is here, now, financed by $20 
billion last year and $15 billion more this year of federal 
money appropriated out of sheer fear."16
Fear of crime also has fueled what the African American 
columnist, the late Carl Rowan, termed a "wild zeal" to 
guarantee personal safety and the willingness of many judges 
to countenance a "retreat from our historic protection of 
civil liberties and privacy rights." In 2002 one in eight black 
men age twenty to thirty-four was in prison or jail.'7
For serious conservatives, liberty inherently requires small 
government, but here the underlying structural trends are 
also daunting. Not only is government big, but even when 
Republicans have been elected there is little evidence that its 
basic scale can be significantly altered. Indeed, government 
increased as a share of the economy during each of the first 
years of the George W. Bush presidency-from 18.6 percent 
in fiscal year 2001 to an estimated 20.2 percent in fiscal year 
2004. "For those who cherish individual liberty and a free 
society," political economist Robert Higgs observes, "the 
prospect is deeply disheartening." 18
Liberty in traditional conservative thought also depends 
on maintaining the underlying institutions of free-market 
capitalism-above all the independence, culture, and energy 
of the entrepreneur. The entrepreneur once did play a central role in the system-but this was more than a hundred 
years ago. Today roughly 90 percent of working Americans 
are employees-a very different kind of individual.19


A society can continue for a very substantial period along a 
path characterized by ever greater divergence between the 
core values and ideals that give it legitimacy and the institutions and practices that create and constitute the everyday 
realities its citizens experience. Plausibly, a society could continue indefinitely on such a course-though clearly, cynicism 
and apathy would result, and at some point increasingly serious demands for change most likely would be heard.
It would be surprising, however, if some of its most serious 
thinkers did not attempt to reassess the relationship between 
traditional theories and values, on the one hand, and politics, 
strategies, and underlying institutions, on the other.
Indeed, a steadily developing rethinking is now evident 
among individuals and groups on all sides of the traditional 
political divide-left, right, and center.
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Equality
Beyond Tax-and-Spend
[image: ]R TWO DECADES ECONOMISTS concerned with inequality have debated the precise role global competition, 
changing technologies, sectoral balances, and other strictly 
economic factors have played in generating the worsening 
trends. Whatever the final resolution of the technical debate 
over how much weight to assign different forces, the important truth, as Barry Bluestone points out, is that none shows 
"the least sign of weakening."I
Accordingly, what is of truly fundamental concern for 
those who care about equality has been the collapse of the 
political-economic strategies it once was hoped might 
counter the deepening trends.
And the central question is whether there are any other 
ways forward, even in theory.
The evolving progressive reassessment begins with a cold 
appraisal of the reasons traditional approaches no longer 
work. There is very little doubt about what has happened to 
undermine liberal redistributive strategies.
First and foremost has been the radical decline of 
America's labor unions. Always weak in comparison with 
other advanced nations, peacetime U.S. union membership peaked at 34.7 percent of the labor force in the mid1950s; it was a mere 12.9 percent in 2003 (8.2 percent in 
the private sector). The downward trend is all but certain 
to continue; responsible estimates suggest union member ship in the private sector may sink below 5 percent by 
2020.2


The decline obviously weakens union bargaining power over 
wages. Far more important, however, is that historically labor's 
political power has played a central role in the passage of social 
legislation and redistributive programs. "The political consequences of high levels of unionization are ... straightforward," 
political scientist Michael Wallerstein observes. "[O]ther 
things being equal, union movements representing a large 
share of voters are better able to influence policy."3 Throughout the Western world, many studies show, greater unionization has been one of the best predictors of greater equality.4
Labor has been the most important countervailing force 
(partly) offsetting conservative political power throughout 
much of the twentieth century. As labor has continued to 
decline, the way has been opened to a series of aggressive corporate and other campaigns that have challenged redistributive 
programs of all kinds-first by the Reagan administration, then 
by the Gingrich Congress, now by the Bush administration.5
The globalization of economic activity also has played a 
role, and it has increased the already enormous power of the 
large corporation economically and politically. Globalization 
brings with it ever expanding opportunities for relocation to 
other countries-and this adds to corporate leverage and the 
capacity to threaten departure unless demands are met. 
Business in turn has used its increased bargaining power to 
win concessions from labor.6
Worldwide competition for investment has added to the 
pressures, forcing government to reduce business tax rates, 
shifting more of the burden to low- and moderate-income 
earners. Globalization thereby also implicitly reduces the 
capacity of governments to spend on redistributive social 
programs. In 1945 corporate income taxes amounted to 35.4 
percent of federal receipts. By 2003-as labor's political 
power decreased, as corporate power increased, and as globalization proceeded-such taxes had fallen to 7.4 percent of 
federal receipts. More than three-fifths of U.S. corporations paid no federal taxes at all in each of the years between 1996 and 2000!7


The post-World War II social, economic, and cultural concentration of suburban political power and the urban exodus of the post-1960s decades have brought additional difficulties. Increasingly the largely white suburban middle class is simply no longer willing to pay for a progressive political agenda it believes will mainly benefit the black and Hispanic poor. At the same time, racial and ethnic divisions have weakened the capacity of the majority to unite behind redistributive measures.
Thomas and Mary Edsall document the radical implications in their book Chain Reaction: "Just as race was used, between 1880 and 1964, by the planter-textile-banking elite of the South to rupture class solidarity at the bottom of the income ladder ... race as a national issue over the past twenty-five years [broke] the Democratic New Deal `bottom-up' coalition.... The fracturing of the Democrats"bot- tom-up' coalition permitted, in turn, those at the top of the `top-down' conservative coalition to encourage and to nurture ... what may well have been the most accelerated upwards redistribution of income in the nation's history."8
Finally, we may add the rise of the post-1970s Republican South-a change that has added force to each of the key factors and to conservative politics in general. By 1994-for the first time in modern history-Republicans constituted a majority of the Southern delegation in both the Senate and the House of Representatives. The new form of racialized Southern politics, political scientist Augustus B. Cochran III points out, inevitably produced "policies that favor political and economic elites to the disadvantage of the vast majority of average citizens."*   9


Taking the various factors together, in fact, provides only a 
minimal estimate of the unfavorable prospects for traditional 
strategies aimed at reversing growing inequality-for several 
additional reasons.
First, there is very little evidence that inequality-related 
trends have ever been significantly altered because of progressive political strategies per se-that is, efforts to enact 
reforms in normal, noncrisis times. Inequality has been significantly reduced in the twentieth century mainly as a result 
of major crises like the Great Depression (which spurred 
unusual political and policy change), and in the context of 
war-related conditions that produced a special policy environment, tight labor markets, and a compressed wage structure (especially World War II but also, in other ways, the 
boom years of the Cold War, including the Korea and Vietnam wars). Even in the best of times, the capacity of traditional political strategies to achieve major impact on their 
own in "normal" circumstances has been far weaker than 
many commonly acknowledge.10
Second, a close examination of traditional conventional 
measures makes it obvious that on its current path, real 
inequality will continue to worsen, no matter what. Most 
academic discussions of inequality are based on relative 
assessments. While useful for many purposes, such measures 
mask important relationships-especially of absolute 
political-economic power, and of cultural and social differences. If you have $1,000 and I have $50,000 this year, and 
next year you have $2,000 and I have $100,000, the relative 
measures widely used in conventional reporting will indicate 
that there has been no increase in inequality because the 
ratio of 1-to-50 is unchanged. However, absolute inequality-the real-world difference between us-obviously has 
gone from $49,000 to $98,000.


The absolute income gap between the top 5 percent and 
the bottom 20 percent exploded from $191,800 in 1979 to 
$419,700 in 2000 (in 2000 dollars)."
Contributing to both the relative and absolute trends during much of the final quarter of the twentieth century was 
the fact that hourly wages of the bottom 60 percent did not 
rise as fast as inflation-with the result that the real income 
each person earned, hour by hour, was actually lower in 
1995 than in 1973. For very large numbers of Americans, the 
only reason total family income rose-very modestly-was 
that people worked longer hours and/or spouses (mainly 
wives) went to work in increasing numbers.12
Put another way: unless they worked more hours or someone else in the family went to work during these years, many 
would have been better off if the economy had simply stood 
still at the 1973 level. Economic growth not only did not 
increase the real pay that an hour of work earned, it brought 
with it price increases that reduced real income. 13
We also appear to be reaching a limit of those who can add 
to family income. The percent of wives working rose from 
28.5 percent in 1955 to 42.3 percent in 1973 to 61 percent 
in 2002. Though spouses will provide a continuing contribution to family income, nothing like the qualitative shift that 
occurred during the second half of the twentieth century is 
ever likely to occur again.14
Traditional redistributive political strategies which aim to 
deal with inequality are based on what are sometimes called 
"after-the-fact" methods. It is accepted that capitalist economic systems as a matter of course produce highly unequal 
distributions of income. It is hoped that "after the fact"after the basic income flows have been generated-progressive taxation, combined with various social programs, can 
alter the underlying patterns.
No one would deny the possibility of some future tax 
changes, but there has long been little expectation that significant after-the-fact approaches for dealing with inequality can be revived-even before the administration of George W. 
Bush added to the difficulties. Galbraith's summary judgment of the well-understood realities is trenchant: "The only 
effective design for diminishing the income inequality inherent in capitalism is the progressive income tax.... That 
taxes should now be used to reduce inequality is, however, 
clearly outside the realm of comfortable thought." I5


Another Harvard economist, Richard Freeman, minces 
few words about the dead end that has been reached: 
"[C]urrent `strategies' run the gamut from inadequate to 
sham." 16
Some liberals continue to hope against hope that somehow a revival of progressive politics can one day reverse the 
decaying trend. But clearly, if serious after-the-fact redistributive measures are no longer viable, something much more 
fundamental is needed.
In recent years those who have confronted the issue 
squarely have increasingly come to the judgment that if 
change is ever to occur, an assault must ultimately be made 
on the underlying relationships that have produced the 
inequality trends in the first place-especially those involving 
ownership and control of the nation's wealth.
Freeman, for instance, urges, "If we were to start democratic capitalism with a blank slate, we would naturally 
divide the ownership of existing physical assets equally 
among the population.... Our main strategy-be we left or 
right-for fighting income inequality under capitalism, 
should be to assure a fair initial distribution of physical and 
human capital themselves." Freeman states the essential 
principle of such an approach in this way: "Equality of 
income obtained in the first instance via greater equality in 
those assets, rather than as an after-the-fact (of earning or 
luck) state redistribution of income from rich to poor, 
would enable us to better square the circle of market efficiency and egalitarian aspiration." 17
Former secretary of labor Robert Reich also urges a similar, wealth-related, shift in focus: "The asset elevator has been lifting America's wealthy to ever-higher vistas, without 
their moving a muscle (except, perhaps, to speed-dial their 
brokers). Current tax law is lifting them, and their children, 
even higher. Hence the case for allowing the rest of America 
on the elevator, too."18


And former chief counsel to the U.S. Senate Finance 
Committee Jeff Gates holds: "[A]bsent an accompanying 
ownership-participation element, unbridled free enterprise is 
destined to throw both the social and economic system badly 
out of balance." 19
The emphasis on wealth (rather than simply income) by 
these writers and others involved in the quietly growing 
reassessment has brought with it a related emphasis on 
underlying institutions (rather than simply policies). One 
specific line of development stresses the possibility that 
workers might own their own companies, a straightforward 
idea that if extended and applied across the board implies a 
political-economic system quite different from both traditional socialism and corporate capitalism.20
Radical economists Samuel Bowles and Herbert Gintis 
also begin their analysis by agreeing that political progressives need to reconsider failing traditional approaches: 
"[E]galitarian strategies should abandon what has hitherto 
been an exaggerated emphasis on ... tax and transfer policies." Not only is this a political dead end, but asset-based 
redistribution, they urge, "can use markets to discipline economic actors." Indeed, they hold that worker-owned firms 
ultimately may prove to be "more efficient than the capitalist firm, in the technical sense that the democratic firm uses 
less of at least one input to produce the same output."21
"Workers frequently have access at low cost to information concerning the work activities of fellow workers," 
Bowles and Gintis point out, "and in the democratic firm 
each worker as a residual claimant on the income of the firm 
has an interest in the effort levels of other workers." The 
ordinary firm must spend a good deal of money monitoring work activity. Quite apart from the equities involved, this is a 
drain on economic resources.22


Jeff Gates, drawing on his experience in the Senate, 
stresses the political possibilities of worker-ownership strategies: "The political potential in this area became obvious to 
me when, over the span of a two-week period ... I was asked 
to provide speech material for both Republican Senator Jesse 
Helms and Democratic presidential candidate Jesse Jackson." Gates and others have produced long lists of those 
endorsing the principle of employee-owned firms ranging 
from Ronald Reagan and George Will on the right, to Robert 
Kuttner and Robert Reich on the left.23
Worker ownership clearly is not the only wealth or "assetbased" approach that flows from the argument that a new 
strategic principle beyond after-the-fact taxing and spending 
is necessary. Another major strategy begins with the observation of Washington University expert Michael Sherraden that 
the federal government already provides very large indirect tax 
subsidies to encourage asset ownership by middle- and upperincome Americans. The most obvious of these are the tax 
deductibility of home-ownership mortgage interest, tax, and 
other payments; and of savings contributions to Keogh, IRA, 
and 401(k) plans. In fiscal year 2004, public subsidies of $98 
billion were projected to go to home-owners and another 
$113.8 billion to those who saved through any one of the 
plans; taxpayer costs for 2004-2008 were estimated to be 
more than $1 trillion.24
Sherraden suggests that if such huge subsidies can be 
given to middle- and upper-income groups to encourage savings, incentives also should be used to develop asset holding 
among the poor. He proposes a system of Individual Development Accounts (IDAs) through which the government 
would directly match the savings of the poor-thus doubling 
their efforts and allowing low-income individuals to benefit 
from the ownership of capital: "Instead of focusing welfare 
policy on income and consumption, as we have done in the past, we should focus more on savings, investment, and asset accumulation. This idea might be summarized by the term stakeholding.... A stake in the system means, in one form or another, holding assets."25


Although not as striking in their institutional implications as worker-ownership ideas, over the decade of the 1990s a stream of related asset-based wealth-holding and wealthbuilding proposals has expanded on Sherraden's themeand on the general principle that wealth should benefit much broader groups directly. Most of the specific plans also emphasize the obvious point that any capital investment started early enough and held long enough ultimately will pay off handsomely.
A proposal by former Senator Bob Kerrey of Nebraska, for instance, would establish "KidSave Accounts" to which the government would contribute $1,000 at birth for every child, and $500 per year thereafter for the next five years. The funds would be invested and allowed to grow until the individual reaches age twenty-one-at which time roughly $20,000 would be available for investment in education or for other purposes.26
Significantly, the KidSave proposal was cosponsored not only by liberals, but by centrist and conservative senators Joseph Lieberman of Connecticut and John Breaux of Louisiana as well. A related proposal by Robert Kuttner aims to provide each child with a $5,000 capital grant at birth and up to $1,000 a year thereafter until age eighteen. Kuttner estimates that if conservatively invested, such an amount will produce a capital fund of roughly $50,000 per individual at maturity.*27  


"Imagine if instead of being promised at birth that you 
will get a Social Security pension decades in the future ... 
you were given a trust fund based on bonds or stocks whose 
returns would constitute your social transfer," comments 
Richard Freeman. "The incompetent poor would then be 
more like the incompetent rich: they would have income 
from assets that would let them live at some basic level, without depending on income transfers."28
Yale professors Bruce Ackerman and Anne Alstott take 
such wealth-holding ideas a step further by proposing that 
every individual be given a "capital stake" of $80,000 on 
reaching adulthood-to be used for any purpose they chose. 
The Ackerman-Alstott program also adds an important new 
dimension to asset-based strategic thinking: They urge that 
the program be initially financed by a 2 percent wealth tax, 
thus linking the principle of broadening wealth ownership to 
much larger publics, on the one hand, to a strategy that challenges the extreme concentration of existing wealth ownership in the hands of tiny elites, on the other.29
Several writers have pushed the basic principles underlying 
wealth-holding proposals forward to their logical-and 
much more far-reaching-system-wide institutional conclusions. Yale economist John Roemer, for instance, proposes a 
very radical long-term strategy he calls "coupon socialism," 
which in theory would ultimately totally "change the system" 
and pass on the benefits of all major stock ownership to the 
citizenry at large.
Under the Roemer proposal, taxation would first transfer 
ownership of capital to the government. Every adult would 
then receive an equal endowment of voucher-like couponsnontransferable dollars-which could only be used to purchase stock through a new form of mutual fund. The 
resulting profits would be distributed to such investorsthat is, to all adults-thereby ultimately providing an 
income stream from the now widely distributed ownership 
of capital.30


An important feature of Roemer's approach is that although the ownership of wealth would be revolutionized, the management and functioning of firms would not be disturbed. Since individuals could choose where to invest their coupons, competition for the funds they represent would continue to discipline market behavior.
A similar, equally radical, long-term system-wide assetchanging proposal is that of political scientist Leland Stauber. In this approach, too, the management and competitive situation of firms is not altered, and mechanisms of market discipline are maintained. Instead of individuals benefiting directly from the change in asset ownership, however, municipalities-as representatives of the publicare the ultimate recipients of dividends from the ownership of capital.31
A midrange position that also develops the full institutionchanging logic of wealth-holding ideas is that of the Nobel laureate British economist, the late James Meade. Under Meade's approach, taxation of large-scale wealth produces funds to be used, first, to pay off the national debt, and second to accumulate surplus public capital. The surplus, in turn, is invested in corporate stock by investment trusts and other private financial institutions. The "beneficial ownership" of roughly half the nation's capital in this proposal is ultimately passed on to the public in the form of a "social dividend," distributed "free of tax to every citizen ... which depends solely upon the age of the citizen, a distinction being drawn between the payment to a child or to an adult of working age or to a pensioner."*32  


If Roemer, Stauber, and Meade come to their system-wide 
extensions of asset-based, wealth-holding concepts from the 
left, others have come to related ideas from a very different 
direction: Norman Kurland, Robert Ashford, and Stewart 
Speiser have picked up on the earlier writings of corporate 
lawyer and investment banker, the late Louis Kelso, to urge 
far-reaching programs of "universal capitalism" that draw 
heavily on Kelso's 1958 The Capitalist Manifesto (written 
with philosopher Mortimer Adler).
Kelso realized from his professional experience that one of 
the main-and strikingly obvious!-reasons his rich clients 
were able to multiply their ownership of stocks and bonds 
was that their existing wealth provided them with collateral 
that allowed them to borrow money for further investment. 
They could also hire experts to manage that investment. If 
the poor had access to collateral and experts, Kelso reasoned, why could they not also make money by investing 
borrowed funds?
Drawing on the precedent of federal programs that insure 
home mortgages, Kelso proposed that a new Capital Diffusion Insurance Corporation be established to guarantee 
loans so as to allow individuals to buy a diversified and professionally managed portfolio of stocks. The portfolio would 
remain in escrow until dividends repaid the loan, at which 
time the individual would take full ownership, thereby gaining a "second income" with the help of the governmentbacked or collateralized ownership of capital.33
Although Kelso's proposal would also ultimately result in 
a major system-changing buildup of wealth among the citizenry, unlike Roemer, Stauber, and Meade, he did not propose taxing away or expropriating existing wealth. Instead, a 
steady shift in ownership would be slowly accomplished as 
new wealth is created in the normal processes of economic 
development over long stretches of time.
The key principle involved in all variations on the Kelso 
approach is that ultimately the stock pays for itself out of the 
dividends it earns. Speiser puts it this way: "This is a method of acquiring new capital that has been used for centuries by 
wealthy people and profitable companies. They simply let it 
pay for itself. New factories opened by major successful corporations pay for themselves out of their own output.... 
This is the key to capital accumulation, and it is all based on 
long-term credit, which is not available to the little guy now 
but is always available to the large corporation or the wealthy 
person in our society."34


William Greider, an important progressive writer, now 
also urges the essentials of a Kelso-type strategy: "The central mechanism for democratizing ownership ... is reform of 
the credit system-enabling people without any wealth of 
their own to borrow the funds to buy shares of capital ownership, loans that will be paid back by future earnings from 
the very income-producing assets they have acquired."35
Few of those concerned with equality would abandon traditional redistributive strategies entirely (especially those 
that might still yield some benefits to people at the bottom 
of the system). The emerging shift, however, points to a 
longer-term system-wide principle-namely, that ultimately movement toward greater equality requires that the 
ownership of capital be altered. This in turn requires new 
institutions.
Clearly, the longer-term system-wide wealth-changing 
proposals are beyond the range of current political feasibility. But just as clearly, growing disillusionment with traditional after-the-fact policy ideas has set the stage for a much 
deeper and ongoing reassessment. If the old ways no longer 
work, is there any other option? New proposals to broaden 
the ownership of wealth are increasingly commonplace-and 
given the growing discontent, appear all but certain to continue to grow in number and refinement.
Two obvious questions are: first, whether-even if over 
very long stretches of time-the emerging principle can ever 
be significantly embodied in practical institutions; and second, whether it can receive any degree of substantial politi cal backing against the huge odds and interests that stand in 
the way of major change.


We shall return to these matters in Parts II and IV-and 
to the question of whether there is any other way to give 
meaning to values based upon, or even remotely related to, 
the idea of equality in the new century.
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Liberty
Money, Time, and Real Freedom of Choice
[image: ]\ S WE HAVE SEEN, Two distinct trends have produced 
lgrowing concern that the political-economic system no 
longer appears able to sustain a culture of liberty. The first 
and most obvious involves restrictions on individual liberties 
in response to terrorism and war, and in response to crime. 
The second, and more fundamental, relates to foundational 
issues involving the underlying structures and institutions of 
the political-economic system as a whole.
Our primary interest at this point is with foundational problems-the bedrock questions at the very heart of the system.
It is essential to understand the deep-seated nature of the 
problem confronting those concerned with liberty-even, in 
the first instance, when approached from the perspective of 
the traditional (conservative) assumptions prominent in contemporary discourse. That a dead end has been reached, 
with virtually no way back to traditional approaches, is 
painfully obvious to sophisticated thinkers. Indeed, in this 
respect, thoughtful conservatives are in as much of a 
quandary as thoughtful liberals concerned with equality; the 
system-wide nature of the problems they face is no different.
Traditional conservative approaches to liberty depend, 
foundationally, upon two important institutional judgments: first, that "big government" must be reduced; second, that a free-market capitalist economy must be 
protected and sustained, both because it is held that free markets are essential to liberty in general, and because it is 
held that they nurture the spirit of entrepreneurship and a 
culture of free individualism.'


That "big government" is anathema to individual liberty is the fundamental structural argument of traditional theory. Ultimately, a reduction in government's reach, scale, and function is the premise of all secondary arguments-the necessary condition that allows the citizenry to build a society capable of nurturing and sustaining liberty against its many challenges. All power corrupts, it is held-even (perhaps especially) benevolent power.2
Despite President Bill Clinton's assurance that the era of big government is over, the reality is that government in the United States is big-far bigger than most realize. Rhetoric aside, the central fact is that conservatives have simply been unable to alter the fundamental patterns and orders of magnitude.
Government grew from roughly 7 percent of the economy in 1902 to roughly 31 percent in 2003. By a more comprehensive measure, the current figure is at least 36 to 37 percent, and some recent estimates of the impact of regulatory and other indirect activity add an additional 8 percent, bringing the total to 44 to 45 percent of the economy. (Milton Friedman believes the actual number is closer to 50 percent.)3
"I will do many things for my country," columnist George Will lamented during the Reagan years, "but I will not pretend that the careers of, say, Ronald Reagan and Franklin Roosevelt involve serious philosophical differences."*  
Richard Nixon left office with a government more expansive than that left by Eisenhower; that of Reagan was larger than that of Nixon; government at the end the first Bush presidency was larger than that of Reagan. And even before a major military buildup expanded the federal budget, there 
was little statistical evidence that George W. Bush would be 
able to more than marginally alter government's overall 
scope and scale.4 Indeed, not only did government increase 
as a share of the economy during his first years in office but, 
much to the dismay of many conservatives, Bush successfully 
pushed through $400 billion in new prescription drug 
spending in 2003 and continued to support it in 2004 
despite raising the projected cost to $530 billion.5


It is not that conservatives have not tried-and still continue to try. A broad range of strategies have been 
attempted-including selective budget cutting, balancedbudget laws, tax reduction designed to "starve government," 
even attempts to amend the Constitution. Just as traditional 
liberal strategies may have slowed the trend of growing 
inequality (but failed to reverse the trend beyond temporary 
moments), so, too, the conservative approaches that have so 
angered liberals have altered priorities and cut back important programs, thereby helping slow the growth of government. What they have not done is significantly reduce the 
general scope and scale of government.6
A cottage industry of political scientists has probed the institutional, constituency-based, organizational, and other reasons that government has grown, and why its core structures 
have been so unyielding. One group of scholars has argued 
that government grows because citizens oppose government 
in general, but want specific programs of interest to them in 
particular. Another group of theories derives from the work 
of the late economist Mancur Olson and from related work 
by Anthony Downs, James Buchanan, and Gordon Tullock. 
These emphasize that special interests have large incentives 
to secure government benefits-and also have the power to 
organize to gain their objectives. Even though greater numbers in the public may pay the costs, it is difficult and expensive to organize them since few individuals have enough 
incentive to participate effectively.?


Still another theory is that of political economist Robert 
Higgs, who argues that a series of crises-World War I, the 
Great Depression, World War TI-have been exploited in 
ways that not only expand government but lead to a "ratcheting" upward of government's scope and scale. Once 
expanded in the context of crisis, constituencies develop 
around programs and make it impossible to reverse the now 
upwardly "ratcheted" new levels.8
Whatever theory or theories in the end prove to offer the 
most accurate explanation, the bottom line is that there are 
powerful reasons why very little structural or trend change 
has occurred-even when conservatives have been elected to 
office. When the smokescreen of rhetoric attacking big government is pierced, we can understand why the chief architect of the so-called Reagan Revolution, Budget Bureau 
Director David Stockman, left office convinced that real 
change was "impossible." Or why the conservative economist 
Milton Friedman might lament, "We have been, despite 
some successes, mostly on the losing side."9
Similar problems confront the argument that individual liberty also depends, foundationally, on maintaining the 
underlying institutions of free-market capitalism-especially the independence and energy of the entrepreneur. 
Although it is also held that a thoroughgoing entrepreneurial economy is required to disperse power and nurture a 
culture of liberty, giant corporations now control such key 
industries as energy, telecommunications, steel, autos, 
home appliances, many food products, and so on. Simply 
by way of illustration:
General Electric, Whirlpool, and Maytag sell 80 percent of 
all ovens and 85 percent of all dryers; Procter & Gamble, 
Unilever, Colgate-Palmolive, and Dial account for 83 percent of bar soap sold in the United States. Three companies 
dominate 60 to 66 percent of the cable television, online job 
recruitment, and college textbook markets. Two companies 
control 75 percent of the soft drink market.'0


Globally a mere three hundred multinational corporations 
account for an estimated 25 percent of productive assets. 
"The sales of General Motors and Ford," Noreena Hertz of 
Cambridge University observes, "are greater than the GDP 
of the whole of sub-Saharan Africa; the assets of IBM, BP 
and General Electric outstrip the economic capabilities of 
most small nations; and Wal-Mart, the U.S. supermarket 
retailer, has higher revenues than most Central and Eastern 
European states including Poland, the Czech Republic, 
Ukraine, Hungary, Romania and Slovakia." i i
Nor, as traditional theory assumes, do such firms avoid 
government. Richard Nixon's secretary of the Treasury, the 
late William Simon, recalled how during his "tenure at Treasury I watched with incredulity as businessmen ran to the 
government in every crisis, whining for handouts or protection from the very competition that has made this system so 
productive." Simon went on to bitterly observe: "I saw Texas 
ranchers, hit by drought, demanding government-guaranteed 
loans; giant milk cooperatives lobbying for higher price supports; major airlines fighting deregulation to preserve their 
monopoly status; giant companies like Lockheed seeking 
federal assistance to rescue them from sheer inefficiency; 
bankers, like David Rockefeller, demanding government 
bailouts to protect them from their ill-conceived investments; network executives, like William Paley of CBS, fighting to preserve regulatory restrictions and to block the 
emergence of competitive cable and pay TV."
And, he added, "always, such gentlemen proclaimed their 
devotion to free enterprise and their opposition to the arbitrary intervention into our economic life by the state. 
Except, of course, for their own case, which was always 
unique and which was justified by their immense concern 
for the public interest." I2
Traditional conservatives, like the founder of the University of Chicago free-market school of economics, Henry C. 
Simons, begged fellow conservatives to recognize that 
"[t]urned loose with inordinate powers, corporations have vastly overorganized most industries." Indeed, this highly 
respected conservative (and Milton Friedman's revered 
teacher) held that "America might now be better off if the 
corporate form had never been invented or never made available to private enterprise." 13


Another leading conservative, Friedrich A. Hayek, years 
ago urged that "if we continue on the path we have been 
treading [toward what he termed the `monopolistic organization of industry' closely allied with government], it will 
lead us to totalitarianism." 14
The traditional response to the reality of corporate power 
has been an antitrust effort to break up giant firms. But few 
any longer believe the kind of economy that undergirds the 
traditional theory can be restored by such means. An occasional antitrust battle has been won, but in the more than 
one hundred years since the Sherman Anti-Trust Act was 
enacted, there have been only a handful of successful challenges to major corporations. Commonly, even when large 
corporations have lost legal battles-as in the recent 
Microsoft case-they have been able to hire top legal teams 
and use delaying tactics until a new administration comes to 
power or until technological advantage has given them de 
facto control of the economic landscape of concern. 15
Even in the few cases where antitrust has succeeded, the 
understanding of traditional conservatism that corporate 
power threatens values of liberty and democracy has all but 
disappeared. In the modern era antitrust discussions are narrowly focused on technical economic matters and complex 
(and debatable) measurements of the potential impact on 
consumers. William Safire is one of the few to stress what was 
once self-evident to fellow conservatives: "With the roundheeled Michael Powell steering the Federal Communications 
Commission toward terminal fecklessness; with the 
redoubtable Joel Klein succeeded at justice's antitrust division by an assortment of wimps; and with appeals courts 
approving the concentration of media power as if nothing had changed since President Taft's day, the checks and balances 
made possible by diverse competition are being eradicated.


"The longtime anti-business coloration of liberals reduces 
their ability to take on the convergence con," Safire observes. 
Accordingly, "It is for conservatives to ask ourselves: Since 
when is bigness goodness?"16
The power implications of the giant corporation are one 
thing. Equally important is the indirect cultural and human 
impact of the historic shift away from entrepreneurial capitalism. "Dependence," Thomas Jefferson urged, "begets subservience and venality, suffocates the germ of virtue." 
Jefferson held that only under conditions of widespread 
small-scale individual property ownership could a people 
"safely and advantageously reserve to themselves a wholesome control over their public affairs." I7
A hundred years later Woodrow Wilson warned that if 
America's children in the future were to "open their eyes in 
a country where they must be employees or nothing ... then 
they will see an America as the founders of this Republic 
would have wept to think of." Louis Brandeis asked, "Can 
any man be really free who is constantly in danger of becoming dependent for mere subsistence upon somebody and 
something else than his own exertion and conduct?"18
That a nation in which nine out of ten people are employees is radically different, culturally, from a nation of entrepreneurs-and that the problems this raises for liberty must also 
be confronted-is something very few conservatives have 
even been willing to discuss in recent years. They have 
mainly looked away from what was once a central element in 
their philosophical stance-perhaps because the implications 
are so difficult to accept.I9
For these many reasons, viewed in broadest historical perspective (and whether one agrees or disagrees with them), 
such traditional theories of liberty increasingly appear as 
walking intellectual corpses-ideas that for better or worse 
no longer have much structural relationship to the living realities of the modern political-economic world. Philosophical conservatives have developed wonderfully coherent 
abstract theories based on assumed first premises-but the 
premises commonly sidestep the hard problems defined by 
the long, unyielding, real-world structures and trends. (None 
of this, of course, has prevented politicians from continuing 
to hammer away at traditional ideological themes to rally 
support for favored policies.)


If, even from within the perspective of traditional conservatism, what have been understood as the institutional foundations of liberty no longer seem achievable in the real 
world, are there any strategic approaches that might one day 
come to terms with the underlying foundational issues?
One modern line of attack stems from the work of the late 
Robert Nisbet, a highly regarded conservative sociologist. 
Broadly speaking, traditional theories involve an implicit balance of power conception. On the one hand, liberty can be 
enhanced by weakening the state; on the other, it can be 
enhanced by protecting or bolstering the position of the 
individual (by, for instance, encouraging an entrepreneurial 
economy). A critical-indeed, absolutely essential-way to 
support the individual, Nisbet held, is to nurture the kinds of 
"intermediate institutions" that stand between the lone individual and the state, thereby providing both social support 
and a buffer against centralized power.20
The rise of fascism before and during World War II, Nisbet contended, demonstrated that isolated individuals were 
psychologically and politically vulnerable to the appeals of 
powerful leaders like Hitler: "Only in their social interdependence are men given to resist the tyranny that always 
threatens to arise out of any political government, democratic or other." A decline in the importance of churches, 
unions, and various local and neighborhood civic associations had been disastrous. Planning an all-out effort to nurture the conditions that support such institutions, Nisbet 
urged, was therefore required to protect individuals against 
the claims of centralized power.21


Peter Berger, William Schambra, and several other writers 
have offered variations on this basic theme in recent years. 
The concept of "mediating structures," Berger urges, is 
"politically promising. It cuts across the ideological divides ..." 
and offers ways to transcend the dangers of a world characterized by the "`liquid molecules' of individuals caught in a 
chaotic private world, and the leveling tyranny of the totalitarian state."22
The argument intersects with the similar but slightly different argument that democracy (not liberty) requires nurturing local citizen associations. And in both cases-as 
Nisbet's general contention suggests and we shall further 
explore-the argument leads to the question of how the local 
context in which individuals and associations flourish or fail 
can be made secure (see Chapter 3).
A very different strategy aimed at bolstering the individual side of the state-individual balance has been offered by 
the well-known management consultant Peter Drucker- 
one of the very few who have been willing to confront the 
implications of the trend that has transformed entrepreneurs into employees.
Drucker suggests that the only way to establish the kind 
of stability and security once theoretically offered by individual entrepreneurial property is through government policies that achieve the "evolution of jobs into a kind of 
property." This requires that there be no "`expropriation [of 
the job] without compensation,' and that employers take 
responsibility to anticipate redundancies, retraining employees ... and finding and placing them in new jobs." What is 
needed is "redundancy planning rather than unemployment 
compensation."23 
A similar, even more sharply focused extension of the 
argument that jobs must be made secure-even a matter of 
right!-was included in early drafts of the HumphreyHawkins Full Employment Act. And, of course, the idea that 
real liberty requires job security is at the heart of most 
academic-freedom arguments urged in defense of tenure arrangements common among college professors: without a secure place to stand, it is very difficult to achieve the independence that liberty urges as a central value.24


Finally, such arguments and strategies, of course, also speak to the concern urged by scholars like Edward Luttwak that economic insecurities generated by "turbocapitalism" are ultimately responsible for a libertydestroying culture that "vents its anger and resentment by punishing, restricting and prohibiting all that can be punished, restricted and prohibited."25
Traditional conservative premises also, of course, have long been challenged on their own terms. Political theorist Alan Ryan points out that there "have been many societies in which private property was taken seriously and political liberty was almost wholly absent." After all, he and others note, all the fascist systems we know of were built upon and grew out of what previously had been free-market capitalist foundations.26
Again, in a recent book Stephen Holmes and Cass Sunstein stress that without effective and indeed costly government programs, Americans "would enjoy few or none of their constitutionally guaranteed individual rights. Personal liberty, as Americans value and experience it, presupposes social cooperation managed by government officials. The private realm we rightly prize is sustained, indeed created, by public action."`27  
For the most part, liberals who have confronted the deeper foundational issues have focused on how the conditions that define the real-world situation facing the individual can be altered so as to increase freedom of action and the power to choose. One major line of thought emphasizes questions of time.


Individual liberty obviously can never be fully realized if men and women must work devastatingly long hours simply to feed and shelter their families. Only if individuals have time that they can dispose of freely as they see fit can liberty be truly meaningful.
Walter Lippman held that free time was "the substance of liberty, the material of free will." John Maynard Keynes looked forward to an era ("much sooner perhaps than we are all of us aware of") when a reduction of working hours would confront man "with his real, his permanent problem-how to use his freedom." Herbert Marcuse judged that "the reduction of the working day to a point where the mere quantum of labor time no longer arrests human development is the first prerequisite for freedom."*28  
The reality, however, is that the political-economic trend that reduced the workweek from more than seventy hours at the end of the nineteenth century to roughly forty hours today has been essentially stalled for almost fifty years. Such writers as economist Juliet Schor, historian Benjamin Hun- nicutt, and philosopher Jerome Segal have suggested that the productivity gains offered by modern technological development offer radically new possibilities for the expansion of free time as a foundation for individual liberty and freedom of choice. They also have begun to propose strategies to encourage a resumption of the previously downward-moving trend over the course of the twenty-first century.29
One commonly urged approach would strengthen and revise current forty-hour-a-week laws limiting full-time work and regulating overtime pay.30 Segal proposes that public policy should aim ultimately to reduce the workweek to 
twenty-five hours-and that the additional money needed to 
maintain basic needs be provided by an expanded form of 
the Earned Income Tax Credit, which currently provides a 
wage supplement for low-income working families.31


Other answers to the underlying question have been proposed by such political theorists as Bill Jordon, Philippe Van 
Parijs, and Yale law professor Anne Alstott. All have argued 
in general that a publicly guaranteed floor-level amount of 
income (beyond mere subsistence) is essential if liberty is to 
have meaning in the modern era. Van Parijs, whose work has 
been at the center of discussion here and in Europe, holds: 
"If we are serious about pursuing real-freedom-for-all ... 
what we have to go for is the highest unconditional income for 
all consistent with security and self-ownership."32
Significantly, the conservative Nobel laureate, James 
Buchanan, also urges a "demogrant" form of basic income 
given equally to all (and financed by a flat tax). For many 
years Milton Friedman has also consistently urged the 
importance of a "negative" income tax involving cash supplements to low-paid workers-the underlying principle of 
which has been enacted on a bipartisan basis in the form of 
the Earned Income Tax Credit.33
Historian Eric Foner reminds us that during the early years 
of the Republic, the central focus of debate was not simply 
"liberty" but "equal liberty"-an idea that also reaches 
beyond legal and constitutional protections to consider the 
capacities and real-world conditions of the vast majority. 
"Even a conservative like John Adams, who distrusted the 
era's democratic pretensions," Foner observes, believed this 
required enabling "every member of society" to acquire 
land. Alexis de Tocqueville put it this way: "[N]othing 
struck me more forcibly than the general equality of condition among the people." Tocqueville went on to stress, 
"[T]he more I advanced in the study of American society, 
the more I perceived that this equality of condition is the fundamental fact from which all others seem to be derived 
and the central point at which all my observations constantly terminated."34


A final group of theorists has returned to the question of 
"equality of condition" in the search for strategies to nurture 
liberty by bolstering the position and capacities of the individual. Most have also built upon John Dewey's argument 
that "effective freedom" is radically different from the 
"highly formal and limited concept of liberty." It requires 
"effective power to do specific things." Thus Georgetown 
University professor and Washington Post columnist E. J. 
Dionne states, "To be the master of one's own fate-a fair 
definition of liberty-means not simply being free from overt 
coercion (though that is a precondition); it also involves 
being given the means to overcome various external forces 
that impinge on freedom of choice and self-sufficiency. It 
means being free to set one's course."35
Similarly, Alan Ryan observes that most people understand 
that freedom "involves the expansion of our options-" and 
that "`[f]reedom of choice' implies a wide range of options." 
The full implications of the argument have been developed by 
Nobel laureate Amartya Sen in work outlining the "capabilities" and "outcomes" needed to make freedom real. "Capability is ... the substantive freedom to achieve alternative 
functioning combinations (or, less formally put, the freedom 
to achieve various lifestyles)."36
All arguments that focus on the importance of "equality of 
liberty," of course, bring with them a series of proposals for 
improving the education, health, and economic conditions of 
those whose capacities for choice are limited by the way in 
which economic and other resources are currently allocated.
Broadly speaking, emerging modern theories of liberty converge on three central propositions:
First, liberty requires institutional and structural support 
for individual economic security to replace that which at 
least in theory was once provided by entrepreneurial prop erty. Second, it requires support for the community-wide 
conditions needed to nurture the intermediate associations 
and civil society organizations that are essential to sustaining 
a culture supportive of liberty. Third, it requires greater 
amounts of equitably distributed free time (without which 
little real freedom of choice is possible) and support for individual development (without which the capacities needed to 
exercise real freedom must inevitably be limited).


It is noteworthy that the last of these important conditions 
inherently depends upon some form of resource redistribution, a reality that returns us to the principal conclusion of 
Chapter 1 in connection with equality-namely, that this in 
turn ultimately requires new approaches to the ownership of 
wealth. The first and second-establishing conditions in 
which local community associations can flourish and in 
which job security can be maintained-require additional 
political-economic strategies. Many of these intersect with 
evolving new approaches aimed at rebuilding the local foundations of system-wide democracy.
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Democracy
From the Ground Up
[image: ]THAT OF THE CENTRAL question of democracy itself? 
Many have noted the trends of failing belief, the radical decline in voting, the massive role of money and corporate influence in lobbying, media, and elections-and in 
general, the large numbers who surveys show feel that "our 
national experiment in self-government is faltering." That 
millions of Americans believe "people like me have almost no 
say in the political system" has been a wake-up call for many 
on the left, right, and center.'
Several lines of reassessment have become increasingly 
important as the crisis has deepened. The first, directed to 
foundational "grassroots" community issues, has come into 
ever more sharply defined focus in recent years.
The work of Harvard political scientist Robert Putnam 
kicked off a major debate on one aspect of the problem.
Putnam probed well beneath such surface-level issues as 
the fall-off in voting to focus instead on local citizen associations, networks, formal and informal clubs, neighborhood 
groups, unions, and the like. Large numbers of Americans, 
he suggested, were now both actually and metaphorically 
"bowling alone" rather than in association with others. Putnam suggested that a decline in associational activity, in 
turn, had produced a decline in trust and "social capital"foundational requirements of democracy in general. His 
response was straightforward: the nation should develop as many ways as possible to encourage local involvement-the 
only way, he held, Americans could hope to renew the basis 
of democracy throughout the larger system.2


Quite apart from Putnam's studies, general analysis, and 
recommendations (many of which were challenged by scholars), of particular interest was the explosive reaction to his 
argument-and the reorientation of strategic concern it represented. The outpouring of interest his first rather academic 
article on the subject produced revealed that Putnam had 
struck a powerful nerve. "Seldom has a thesis moved so 
quickly from scholarly obscurity to conventional wisdom," 
observed former White House aide and political scientist 
William Galston.3
Especially important was what was not at the center of 
attention: Putnam and many who responded to him did not 
focus on national parties, national interest groups, national 
lobbying, national campaign finance laws, or national political phenomena in general. What he and they focused on was 
the "micro" level of citizen groups and citizen involvement. 
Here, at the very local level, was now the place to begin to 
look for democratic renewal.
The heart of the larger foundational argument-and this is 
a critical emphasis-might be put thus: Is it possible to have 
Democracy with a Big D in the system as a whole if you do 
not have real democracy with a small d at the level where people live, work, and raise families in their local communities? If 
the answer is no, then a necessary if not sufficient condition 
of rebuilding democracy in general is to get to work locally.
Putnam essentially put into modern form Tocqueville's contention that in "democratic countries knowledge of how to 
combine is the mother of all other forms of knowledge." 
There is also clearly a close connection between Nisbet-style 
"intermediate association" arguments for liberty and neo- 
Tocquevillian associational arguments for democracy.4
But Tocqueville, in fact, had gone beyond "associations" 
to take up the deeper question of how-and whether democratic practice is reflected not only in civil society, but 
in actual local government. "Municipal institutions," he 
stressed, "constitute the strength of free nations. Town meetings are to liberty what primary schools are to science; they 
bring it within the people's reach, they teach men how to use 
and enjoy it."


John Stuart Mill similarly held that direct experience with 
local governance was essential to "the peculiar training of a 
citizen, the practical part of the political education of a free 
people." Mill pointed out that "we do not learn to read or 
write, to ride or swim, by being merely told how to do it, but 
by doing it, so it is only by practicing popular government on 
a limited scale, that the people will ever learn how to exercise 
it on a larger."'
Understood in this broader framework, Putnam's thesis is 
only one of a group of arguments that focus primary attention on what goes on in local communities. Indeed, an 
important and expanding group of theorists have picked up 
on the more demanding "small d" Tocqueville-Mill argument that an authentic experience of participation in local 
government decision making is essential if democracy is to 
be meaningful. A forceful statement of the more fundamental judgment is that of political scientist Stephen Elkin, a theorist who stresses that citizens must experience the actual 
use of power: "Civic associations cannot do [this] job: The 
element of authority is missing." Again, "for citizens to have 
any concern for the public interest ... they must have the 
experience of grappling with its elements. For any significant 
number of citizens this can happen only through local political life."6
Other democratic theorists who urge reinvigorating democracy through a renewal of local governing institutions include 
Jane Mansbridge, Michael Sandel, and Benjamin Barber. 
Mansbridge argues that citizens are "most likely to come to 
understand their real interests in a small democracy, like a 
town or workplace, where members make a conscious effort to 
choose democratic procedures appropriate to the various issues that arise." In his study, Democracy's Discontent, Sandel 
holds that it is important to recover the meaning of the 
"republican tradition" in American political life-a tradition 
that "taught that to be free is to share in governing a political 
community that controls its own fate. Self-government ... 
requires political communities that control their destinies, and 
citizens who identify sufficiently with those communities to 
think and act with a view to the common good."7


Barber's treatise on Strong Democracy emphasizes the 
importance of different forms of knowledge to different 
degrees of democratic practice: "[K]nowing your rights and 
knowing the law are concomitants," he suggests, "of minimalist or weak democratic politics." Something far more 
powerful is needed-and this requires a very different understanding of how knowledge is acquired. "In the strong democratic perspective, knowledge and the quest for knowledge 
tend to follow rather than to precede political engagement: 
give people some significant power and they will quickly 
appreciate the need for knowledge, but foist knowledge on 
them without giving them responsibility and they will display 
only indifference." It follows that "only direct political participation-activity that is explicitly public" can achieve real 
civic education in a democracy.8
The necessity of an authentic experience of government 
has, of course, also been stressed over the years by numerous 
conservative theorists-and they, too, have consistently 
urged the importance of direct local involvement. Hayek 
speaks for many: "Nowhere has democracy ever worked well 
without a great measure of local self-government, providing 
a school of political training for the people at large ... where 
responsibility can be learned and practiced in affairs with 
which most people are familiar, where it is the awareness of 
one's neighbor rather than some theoretical knowledge of the 
needs of other people which guides action."9
The basic community-oriented emphasis can also be 
found in a line of arguments urging decentralization of government within large cities so as to increase opportunities for genuine participation. Early in the postwar era, philosopher Hannah Arendt (drawing on a Jeffersonian idea) suggested that "ward republics" be established at the neighborhood level. "It is futile," urban theorist Jane Jacobs similarly urges, "to expect that citizens will act with responsibility, verve and experience on big, city-wide issues when self-government has been rendered all but impossible on localized issues, which are often of the most direct importance to people." Jacobs, too, proposed transferring a number of municipal decisions to the level of neighborhood districts.10


There are also converging themes of community selfdetermination in the work of important black theorists: political scientist Phillip Thompson, for instance, draws on the earlier work of W. E. B. Du Bois to argue, "Mass incarceration of black male youth, extensive state `therapeutic' management of poor African American communities ... make it clear that African American communities are in need of strong independent civic institutions capable of providing their own civic voice and social order in the face of extensive external corporate and governmental control.'   11
The argument that nurturing democracy with a small d is necessary if big-D Democracy in the system as a whole is ever to be renewed brings into sharp relief some of the realworld conditions required to make this meaningful. A central question concerns the economic underpinnings of local 
democracy. It is obvious, for instance, that active citizen participation in local community efforts is all but impossible if 
the economic rug is regularly pulled out from under them. 
What, precisely, is "the community" when citizens are forced 
to move in and out of specific geographic localities because 
of volatile local economic conditions? Who has any real stake 
in long-term decisions?


That a substantial degree of economic stability is one of 
the critical preconditions of local involvement is documented 
in several important studies. A recent analysis of the 2000 
election by the U.S. Census Bureau demonstrates that "citizens who had lived in the same home for five or more years 
had a voting rate of 72 percent ... "-much higher than rates 
for individuals who had lived at their residences for a shorter 
time. Again, Sidney Verba, Kay Schlozman, and Henry Brady 
have shown that "years in community" is a positive predictor 
of both national and local-level civic involvement, with the 
effect nearly twice as strong for local involvement. Another 
detailed survey of nearly thirty thousand Americans undertaken in 2000 similarly shows that years lived in one's community and the expectation of staying in one's community are 
correlated with increased civic participation. 12
A related issue involves the power relationships that set the 
terms of reference for municipal government. Numerous 
scholarly studies have demonstrated that local government 
decision making commonly is heavily dominated by the local 
business community. Commonly, too, the thrust of decisions 
favorable to business groups radically constrains all other 
choices. The use of scarce resources to develop downtown 
areas, and especially to attract or retain major corporations, 
inevitably absorbs funds that might alternatively be used to 
help low- and moderate-income neighborhood housing, 
schools, and community services.
The issue is not simply one of distribution. City Limits, an 
aptly titled study by Harvard political scientist Paul Peterson, 
demonstrates that as a result of the underlying relationships, policy choices are often "limited to those few which can plausibly be shown to be conducive to the community's economic 
prosperity." Partly this is because businessowners have more 
money, hence usually more political influence. But quite 
apart from such considerations, local political leaders feel 
they must promote economic development, and they accordingly feel they need the help of the business community.13


The "democracy with a small d" question is whether there 
can be any meaningful democratic decision making when allocations to achieve business priorities implicitly preempt 
alternative choices. If not-if most choices are radically 
hemmed in from the start by the need to be responsive to 
business-what is there to decide? And if there is little to 
decide, what is the meaning of democracy? And how, precisely, might the situation be altered, given the power of business interests in the system?
The conclusion-though not always brought into clear 
focus by theorists concerned with democracy and civil society-is inescapable: if the local foundations of democracy are 
to be meaningfully rebuilt, this also requires an approach to 
achieving greater local economic stability that does not rely so 
heavily on traditional business-oriented strategies. If municipalities are to be "delivered from their present economic 
bondage," political scientist David Imbroscio observes, they 
must find ways "to promote economic vitality in their jurisdictions via the implementation of `alternative' economic 
development strategies based on something other than capturing footloose investment." 14
To the extent local economies can be made more stable, 
the economic environment in which local entrepreneurial 
businesses may flourish also obviously improves; hence, one 
of the foundational institutions of traditional conservative 
theories of liberty can also thereby be strengthened.
How to do this becomes the key question. One method is 
obvious: as many have noted, cities anchored by universities, 
state capitals, and other major public facilities commonly 
enjoy greater economic stability. Economist Ann Markusen also points to many community-stabilizing policies that have 
been used to deal with dislocations associated with the 
Department of Defense base closings and related experience. Many experts-for instance, city planning professor 
Arthur C. Nelson, and sociologists John R. Logan and Harvey L. Molotch-have proposed a range of "developmentfrom-below" strategies. These include diverse education and 
training programs, and loan, tax, procurement, and other 
policies to encourage business retention, entrepreneurship, 
and neighborhood capital accumulation.'s


A more fundamental structural approach intersects with 
the asset-based strategies considered in Chapter 1. An 
important feature of worker-owned firms is that they not 
only change the ownership of wealth but also are far more 
anchored in local communities by virtue of the simple fact 
that worker-owners live in the community. "The only real 
way a community can regain control over its economic 
future is to rebuild from the ground up," urges Michael Shuman, the author of Going Local. Over the long haul, he adds, 
this can only be done by supporting the development of noncorporate "community-friendly" enterprises that have many 
integral links to the locality.16
Real community democracy, in short, requires real community economic health-and the kinds of institutions that 
can sustain it. But this is obviously only one element in a 
comprehensive approach.


 


4~
[image: ]

Democracy
Inequality and Giant Corporations
[image: ]SECOND LINE OF ATTACK on what many now call the 
"democratic deficit" zeroes in on the multiple ways the 
organization of the larger economy impacts democratic life.
One form of the question focuses on the challenge economic inequality poses to democratic practice-and the 
degree to which different institutions do or do not foster 
equality. "[I]f income, wealth, and economic position are 
also political resources, and if they are distributed unequally, 
then how can citizens be political equals?" asks political scientist Robert Dahl. "And if citizens cannot be political 
equals, how is democracy to exist?" I
The superior ability of the rich to participate politically is 
not limited to buying influence via donations and lobbyists 
(and television ads); they also have superior education, more 
time, more developed skills, greater personal security, and far 
greater access and experience in managing politics and government. A recent study found that 81 percent of individuals who donate at least $200 to congressional campaigns 
make over $100,000 per year; 46 percent make at least 
$250,000. Those among the bottom fifth vote less, attempt 
to speak to or influence public officials less, participate in 
organized groups less, and indeed, are only one-tenth as 
likely to make any form of campaign contribution as those in 
the top decile.2
Michael Lind's formulation of the antidemocratic result is 
succinct: "From its fortified command post in the large organizations of the private sector, protected by the concentric moats of alumni preference, college tuition, professional 
licensing and pro-managerial state laws, the white overclass 
dominates U.S. politics."3


If meaningful democracy requires greater equality among the citizenry, and if, as we have seen, existing economic arrangements simply do not permit "after-the-fact" strategies to significantly alter inequality, what then? Either nothing can be done, or clearly a rather different long-term arrangement of economic institutions is necessary, at least in principle. Strikingly, the emerging theory-beginning now from the question of democracy-converges with the emerging theory illuminated by Chapter 1's examination of the problem of equality on its own terms. (And, as we have seen, the logic that flows from such considerations points ultimately in the direction of asset-based strategies and alternative wealth-holding institutions.)
The same question-though rarely stated openly-is also implicit in discussions of campaign finance reform. There is not much disagreement about the extraordinary importance of money in modern political campaigning. The Center for Responsive Politics estimates total spending for and by congressional candidates, presidential candidates, and the parties in 1999 to 2000 at over $2.5 billion-plus roughly another $200 million dollars for "issue" advocacy campaigns.*4  
"Only those who have accumulated lots of money are free to play in this version of democracy," observes William Grei- der. "Only those with a strong, immediate financial stake in the political outcomes can afford to invest."5
A "soft-money" campaign finance bill was approved by Congress in 2002. Sophisticated Washington insiders recognized immediately, however, that even if the law was not reversed by the Supreme Court,*   big contributors could easily find alternatives to channel money to special-interest front groups and to exert influence in other ways. Trying to get money out of politics, Senator Mitch McConnell comments, is "like putting a rock on Jell-O. You can squeeze it down, but it just goes in other directions." (This reality has not escaped the average voter: a 2002 Gallup poll found that two-thirds of respondents believe that "no matter what new laws are passed, special interests will always find a way to maintain their power in Washington.")6


The deeper issue is thus profoundly challenging: even the most far-reaching reforms are unlikely to succeed, it appears, given the underlying pattern of inequality.
Put another way: until the foundational question of whether some other way to reduce inequality is confronted and resolved, it is unlikely that the democratic question of how to curb the influence of money in politics can be effectively dealt with. And given the failure of traditional approaches, for better or worse this again brings the problem of democratic renewal back to asset-based strategies and new institutional approaches to altering wealth ownership.
Intimately related to economic inequality is the matter of time-in this case as it concerns democracy as well as liberty. From Aristotle on, it has been obvious that democracy becomes meaningless if people do not have time to participate. Barber, concerned that a third of the workforce works more than forty-five hours a week, emphasizes that democracy requires "time to be educated into civil society, time to participate in deliberation, time to serve on juries, occupy municipal magistracies, volunteer for civic activities." Various ways to reduce the workweek, as we have seen, have begun to be put forward. However, most of these in turn require some way to distribute income more equitably hence, also wealth-so that time itself can be more equitably distributed.*7  


The implications different economic arrangements have for democratic practice are also obvious in connection with the political influence of large corporations. As we have noted, Thomas Jefferson, Louis Brandeis, and such theorists as Henry C. Simons (along with many traditional conservatives), to say nothing of Karl Marx, all held large corporations to be incompatible in various ways with democratic practice. Although their alternative systemic solutionsentrepreneurial and smaller-scale capitalism, on the one hand, socialism, on the other-no longer appear viable, the underlying question has not gone away.
We are here at the very heart of the system problem. The key question: Is there any way to achieve democratic control in the face of the self-evident power of giant enterprises? Are there any viable longer-term alternatives?
A host of studies have documented some of the most obvious realities. The large corporation regularly
1. Influences legislation and agenda setting through lobbying
2. Influences regulatory behavior through direct and indirect pressure
3. Influences elections via large-scale campaign contributions
4. Influences public attitudes through massive media campaigns
5. Influences local government choices through all of the above-and adds the implicit or explicit threat of withdrawing its plants, equipment, and jobs from specific locations


6. Influences choices at all levels by virtue of the simple 
fact that in the absence of an alternative, the economy as 
a whole depends on the viability and success of its most 
important economic actor-a reality that commonly 
forces citizen and politician alike to respond to corporate demands.8
One of the main "countervailing" forces checking the 
political powers of the corporation has been organized labor. 
With the steady decline of labor union membership, however, there has also been a weakening of labor's direct and 
indirect capacity to constrain corporate influence. Corporations now commonly account for three out of every four 
political donations in congressional elections-outnumbering labor contributions almost 14 to 1.9
Robert Kaplan is blunt: "[T]he influence that corporations wield over government and the economy is so vast and 
obvious that the point needs no elaboration.... Democratic 
governance, at the federal, state, and local levels, goes on. 
But its ability to affect our lives is limited."10
A former president of the American Political Science 
Association, Charles Lindblom, concludes his prizewinning 
book Politics and Markets with this judgment: "The large private corporation fits oddly into democratic theory and 
vision. Indeed, it does not fit." I I
The classic twentieth-century strategies aimed at making 
corporations more accountable centered, first, on antitrust 
efforts; second, on various forms of public regulation. Such 
strategies do not attempt to move beyond the corporation as 
an institution; they essentially hope to use publically backed 
efforts to constrain its activities. With antitrust now of marginal importance both economically and in terms of its original "democratic power" applications, regulation is the main 
remaining traditional alternative.
But it is also increasingly clear that the effectiveness of 
regulatory strategies is extremely limited in many areas, and under attack in several others. During the final decades of 
the twentieth century, deregulation occurred in connection 
with trucking, airlines, railroads, telecommunications, 
energy transmission, and large sectors of the financial services and banking industry. Corporations also have been able 
to develop powerful lobbying and other tactics to influence 
federal agencies and commissions established to oversee 
their functioning. Although the Enron, WorldCom, and other 
scandals forced its hand in certain areas, the administration 
of George W. Bush has been particularly aggressive in challenging traditional regulatory strategies.I2


In its first years in office the administration froze and ultimately weakened regulations covering workplace ergonomic 
rules, medical privacy standards, preferences for union labor 
in federal contracts, and rules covering the disqualification of 
companies with poor workplace, environmental, and other 
compliance records from new government contracts. The 
Bush administration has also attempted to weaken appliance 
efficiency standards for items such as air conditioners and 
refrigerators, abandoned a campaign pledge to limit carbon 
dioxide emissions, and quickly settled the Microsoft antitrust 
case. It weakened protections for wetlands, eased mining 
laws, and simply sidestepped the Kyoto accord on global 
warming. In June 2003 Bush's Federal Communications 
Commission appointees relaxed media ownership rules permitting a single corporation to own mutiple major outlets in 
one city (allowing, in the biggest cities, one company to 
directly control three television stations, eight radio stations, 
and a newspaper).13
Scholarly analyses have illuminated the foundational logic 
that commonly reduces the impact of traditional regulatory 
strategies. One large body of research provides detailed studies of the systematic and regular processes through which 
"iron triangles" of corporate and other pressures hedge in 
and co-opt regulatory systems-allowing just enough reform to buy off critics without seriously challenging basic corporate priorities. Quite regularly, political scientist Marver Bernstein observes, "faced with the organized opposition ... a commission finds its survival as a regulating body 
dependent heavily on its facility in reaching a modus operandi 
with the regulated groups."I4


Nobel laureate George Stigler demonstrated early on that 
regulation often is actually sought by leading firms in an 
industry as a way to maintain dominance. Even when it is 
thrust upon the industry, regulation commonly "is designed 
and operated primarily for its benefit." The result is what 
another respected conservative, James Q. Wilson, calls "a 
government of cartels and clients." (Ralph Nader characterizes the same implicit collusion as "corporate socialism, a 
condition of federal statecraft wherein public agencies control much of the private economy on behalf of a designated 
corporate clientele.")15
As the comments of conservatives like Stigler and Wilson 
suggest, these are not simply liberal or academic concerns. 
Nor do they relate only to the policies of the Bush administration. We have noted the experience of William Simon, 
Richard Nixon's secretary of the Treasury-and his 
"incredulity as businessmen ran to the government in every 
crisis, whining for handouts or protection." David Stockman, the architect of the so-called Reagan Revolution, came 
to the conclusion that the political power of "strong clients" 
like Boeing, Lockheed, General Electric, and Westinghouse 
was simply overwhelming. They "know how to make themselves heard. The problem is, unorganized groups can't play 
in this game." 16
The "Chicago school" conservative economist Henry C. 
Simons analyzed the underlying logic of power and came to 
the conclusion that "regulatory strategies" involved the worst 
of all solutions. Even public ownership was better, he felteven from the perspective of free-market economic theory. At 
least it provided for public disclosure of information and open 
oversight. The state, Simons proposed, "should face the necessity of actually taking over, owning, and managing directly ... industries in which it is impossible to maintain effectively 
competitive conditions." Likely candidates included railroads, 
"utilities, oil extraction, life insurance, etc." For similar reasons Simons suggested that it might make sense for metropolitan governments to "acquire much or most of the land in 
their areas." 17


Although the problem of "regulatory capture" is real, it 
does not follow that there is no role for regulatory strategies 
in a longer-term foundational approach. Many gains have 
been achieved in connection with the environment and 
other matters.18 A central question is, under what conditions can regulation be made to work effectively and efficiently? Part of the answer clearly involves the extent to 
which an engaged citizenry has the experience, time, and 
money to force regulatory agencies to hold corporations to 
publicly determined standards.
But this in turn brings the question back, again, to issues 
of citizen democratic experience, on the one hand, and 
inequality, on the other. Both also drive the question back, 
once more, to the institutional foundations-particularly 
economic-that are required to nurture a truly democratic 
citizenry (see Chapters 1 and 3).
At this stage of the reassessment process, no fully comprehensive proposal has as yet been put forward that even in 
theory fully confronts the challenge to democratic practice 
presented by the power of the large corporation. Various 
thinkers have, however, begun to offer a number of suggestions that move in the direction of a comprehensive 
approach that might one day plausibly be combined with 
other emerging ideas to produce an integrated strategy. (See 
below and Chapter 6.) These proposed partial solutions 
center on the legal status of the corporation; the role of public and quasi-public "stakeholders"; the degree to which the 
corporation can be democratized from within; and the leverage that public or quasi-public ownership of corporate stock 
can confer.


The large for-profit corporation is a creation of society. It 
has no independent right to exist absent a public charter that 
spells out its rights and obligations. For much of the nineteenth century, significant scale corporations in the main 
were authorized only to undertake specific public or quasipublic projects-for example, the construction of waterways 
and canals. Large, independent, limited-liability corporations evolved slowly, gaining real economic purchase only 
after the Civil War.19
A number of writers have urged replacing or supplementing current state chartering of corporations with federal 
chartering to avoid states "racing to the bottom" to set minimum chartering requirements (a reform also urged by 
Henry C. Simons years earlier). Senate Minority Leader 
Tom Daschle and former House Minority Leader Richard 
Gephardt, among others, have proposed related legislation 
to establish "R corporations" that would receive preferential 
tax treatment if they agreed to a stipulated code of conduct. 
Sociologist Charles Derber has proposed that corporate 
charters define an explicit public purpose and include social, 
environmental, and accountability requirements.20
More fundamentally, Rabbi Michael Lerner, the editor of 
Tikkun, suggests a "Social Responsibility Amendment" to 
the U.S. Constitution that would require each corporation to 
renew its charter every twenty years. If a corporation could 
not prove that it serves the common good, its charter would 
be revoked and its assets distributed to another community 
group that could better meet important social goals.21
A second line of strategy centers on proposals by another 
group of analysts that employee, community, and other stakeholders be granted seats on corporate boards so they can 
directly represent their interests. Ralph Estes of the Stakeholder Alliance suggests that corporations also be required to 
provide the Securities and Exchange Commission with an 
extensive array of information on social and environmental 
performance-and that such information be made available to 
workers, to consumers, to suppliers, and to the communities corporations serve through mandated "Corporate Reports." In addition, "stakeholder councils" with limited powers would be established to provide oversight for the enterprise.22


The challenge confronting proposals to redefine the legal status of the corporation is obviously similar to that facing regulatory strategies. Although changes in citizen capacities might one day alter the underlying relationships, currently the corporation clearly has sufficient independence to avoid or severely limit the proposed constraints. Similarly, while stakeholder representation also offers the possibility of greater accountability, it has done little so far to alter the fundamental power relationships in U.S. companies where it has been tried, or in countries such as Germany where a related approach-"codetermination"-has been attempted.*   Indeed, many observers feel that unless bolstered by much more fundamental reforms, such participation can all too easily lead to the "co-optation" of labor representatives and other stakeholders.23
The third line of proposed strategies emphasizes internal corporate democratization: Columbia University professor Seymour Melman theorizes that workplace democracy might ultimately "encompass every major aspect of activity necessary to production, and thereby construct an alternative to the hierarchical systems of both business and government-an alternative to state capitalism." A comprehensive system of self-governing employee-owned enterprises, Robert Dahl holds, "would tend to ... give all citizens a more nearly equal stake in maintaining political equality and democratic institutions in the government of the state." David Ellerman, the former adviser to the chief economist of the World Bank, proposes that all corporations be restructured as partnerships, with all workers included as partners with ownership and governance rights.24


The thrust of such democratization proposals is in line 
with a trend among sophisticated corporate managers that 
emphasizes the efficiency gains greater employee empowerment can produce.25 It is also in line with the developing 
thrust of worker-ownership proposals for small- and 
medium-size locally based firms. However, there are obvious 
limits to this approach as well. Critically, most of the ideas 
for internal democratization simply do not confront the external political and power dynamics of the very large-scale firms 
that are of central concern. Even democratized corporations 
have reasons to exercise their inherent political power when 
their particular interests are at stake.
A final line of developing strategies involves significantly 
greater institutional change. This focuses on the large blocks 
of stock held by public and private pension funds.
In the 1970s Peter Drucker coined the phrase "pension 
fund socialism" to underscore the potential leverage that 
large-scale capital accumulations might give major pension 
funds. A few years later the activist-writers Jeremy Rifkin and 
Randy Barber suggested that pension funds be required to 
finance a Midwest regional "rust-belt" reinvestment plan 
centered on worker and community-based firms; a more 
recent treatise by sociologist Robin Blackburn has offered 
detailed analyses and recommendations for a comprehensive 
long-term strategy. Blackburn and others also have urged 
unions and public authorities to shift their current pension 
investment priorities to achieve other public goals-and a 
number have invested successfully in housing, on the one 
hand, and businesses that provide jobs in certain states, on 
the other (see below and Chapter 10).26
The broader corporate-accountability and democracy 
possibilities that an extension of public pension fund strategies might ultimately offer is suggested by recent developments in California. Ca1PERS (California Public 
Employees' Retirement System), the state employee pension 
fund, is the second-largest U.S. pension fund and thirdlargest in the world. It has long used its financial power to encourage corporate governance reforms, recently divesting 
itself of tobacco stock and rejecting investments in companies fleeing the country for offshore tax relief. Ca1PERS' 
leadership also helped organize a national coalition of state 
treasurers who oversee combined portfolios of more than a 
trillion dollars to force investment banks to reassess conflicts of interest.


Beyond this, Ca1PERS requires companies seeking investment support to follow a specified code of conduct in their 
international investment practices: firms from emergingmarket nations are judged according to their governments' 
records on human rights, labor rights, corruption, and 
investor protections. "Show me a company locating offshore 
in Bermuda or polluting the environment and I'll show you 
a company that's going to screw its shareholders," declares 
California treasurer Phil Angelides. "Transparency, democracy, labor rights, these are all issues that should be part of 
fund managers' due diligence."27
Though the financial interests of the public pension fund 
as shareholder can sometimes be in tension with other issues 
of public and employee concern, the evolving experience of 
Ca1PERS and other pension funds suggests that a growing 
body of "democratic accountability" experience vis-a-vis the 
corporation is steadily being developed by such efforts.28
There are also some obvious structural parallels-and 
potential connections to be made-between the new strategies and some of the strategies emerging in connection with 
equality:
In Chapter 1 we reviewed wealth-related proposals by 
Roemer, Meade, and Kelso that involve large-scale publicly 
backed stock ownership aimed at producing a supplemental 
income stream for citizens. Those of Roemer and Meade also 
require some form of public authority-very similar to the 
agencies that manage public pension funds-to oversee the 
investment of stock on behalf of the citizenry.
The developing trajectory of public pension fund practice, 
on the one hand, and the proposed publicly backed income producing strategies, on the other-taken together-point logically in the direction of a system-wide wealthownership approach that, at least in theory, might one day offer ways to achieve both greater democratic accountability and greater equality.


Standing back from the steadily evolving reassessment process, the historically interesting questions are the pace at which each of the emerging strategies for dealing with the power of the corporation might continue to develop and be refined-and whether key aspects of each might be integrated with other emerging approaches to one day achieve a fully comprehensive democracy-enhancing approach.*29   We shall return to these questions shortly.
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Democracy
Is a Continent Too Large?
[image: ]NE FINAL IMPORTANT cross-cutting democracy issue 
",-)began to surface, very quietly and initially very marginally, as the reassessment process continued to develop 
momentum. This involved what should have been an obvious question to those interested in equality, liberty, and 
democracy all along: namely, is it really feasible-in systemic and foundational terms-to sustain such values in a 
very large-scale, centrally governed continental system that 
spans almost three thousand miles and includes almost 300 
million people? And if not, how might a democratic nation 
ultimately be conceived?
Reflection on the impact of very large scale on democracy 
can be traced back to the Greeks, and later especially to 
Montesquieu, who held that democracy could flourish only 
in small nations. The judgment that very large scale is inimical to democracy was also taken very seriously by the founding fathers. Indeed, at a time when the United States hardly 
extended beyond the Appalachian mountains, John Adams 
worried: "What would Aristotle and Plato have said, if anyone had talked to them, of a federative republic of thirteen 
states, inhabiting a country of five hundred leagues in 
extent?" Similarly-again, at a time when the nation numbered a mere 4 million people-even James Madison (who 
challenged the traditional argument that democracy was 
possible only in small nations) believed that a very large (rather than a "mean"-scale) republic could easily become a de facto tyranny because elites at the center would be able to divide and conquer diverse groups dispersed throughout the system.*   Few people imagined democracy in a continent.'


One can also isolate important and difficult aspects of the 
question of scale in the larger complex of issues that in the 
nineteenth century culminated in the Civil War.2 For our 
purposes, however, it is sufficient to recall that a sophisticated theoretical debate over scale problems began to 
develop in academic and political centers during the early 
years of the twentieth century, continuing up to and through 
the 1920s and 1930s.
The traditional response to the argument that democracy 
is difficult if not impossible in very large scale units has been 
to propose decentralization to the states. The point of departure for the more sophisticated debate is recognition that 
many states are simply too small to manage important economic issues, or for instance (in the 1930s as well as in modern times) a number of important ecological matters. 
Logically, if a continental national system is too large and 
many states are too small, the obvious answer must be something in-between-the unit of scale we call a "region."
Historian Frederick Jackson Turner put it this way: "There 
is a sense in which sectionalism is inevitable and desir- 
able"-going on to observe: "As soon as we cease to be dominated by the political map, divided into rectangular 
states ... groups of states and geographic provinces, rather 
than individual states, press upon the historian's attention."3


A leading conservative theorist who urged the same logic during the 1930s was Harvard political scientist WilliamYan- dell Elliot: "Regional commonwealths would be capable of furnishing units of real government, adequate laboratories of social experiment, and areas suited to economic, not-toocumbersome administration."4
"The libertarian argument against `too much government,"' Henry C. Simons held, "relates mainly to national governments, not to provincial or local units-and to great powers rather than to small nations." Simons believed a "break-up" of the United States "desirable" (though he did not think it politically feasible). The alternative, he urged, required taking seriously a process of "steady decentralization."5
Another Harvard professor and president of the American Political Science Association, William Bennett Munro, did not mince words about the issues and logic that he believed needed to be confronted: "Most Americans do not realize what an imperial area they possess," he said, adding, "Many important issues and problems ... are problems too big for any single state, yet not big enough for the nation as a whole ... They belong by right to regional governments."`6  
The then innovative experiment with regionalism, environmental management, and public ownership-the Tennessee Valley Authority-was related to the early twentieth-century regional rethinking movement, as were proposals by Franklin 
Delano Roosevelt for similar regional authorities throughout 
the country. Even though President Harry Truman continued to offer such ideas (in connection, for instance, with the 
Columbia River), the regionalist movement was cut short by 
a combination of anti-New Deal politics and the advent of 
World War II and the era of the Cold War.7


The underlying issue of scale, however, is plainly still with 
us. Moreover, the extraordinary cost of modern campaigning 
in large areas has added to the advantages that scale gives to 
wealthy elites and corporations, thereby further undermining 
democratic possibilities. Money talks louder when expensive 
television ads are the only way to reach large numbers. During the election of 2000 an estimated $1 billion was spent on 
television alone. A total of more than $50 million was spent 
by George Bush, Al Gore, and their backers in only two 
states (Pennsylvania and Florida) where the outcome was 
expected to be close.8
We rarely pause to consider the truly huge size of the 
American system. The fact is, the United States is extreme in 
scale. Germany could fit within the borders of Montana 
alone; France is smaller than Texas. Leaving aside the two 
nations with large empty land masses (Canada and Australia), the United States is larger geographically than all the 
other advanced industrial (OECD) countries taken 
together-that is, Austria, Belgium, the Czech Republic, 
Denmark, Finland, France, Germany, Greece, Hungary, Iceland, Ireland, Italy, Japan, Korea, Luxembourg, Mexico, the 
Netherlands, New Zealand, Norway, Poland, Portugal, the 
Slovak Republic, Spain, Sweden, Switzerland, Turkey, and 
the United Kingdom.9
Moreover, population growth alone is likely to raise ever 
more challenging questions as time goes on. Census Bureau 
"middle series" projections suggest the United States will 
add another 120-million-person nation to its population by 
midcentury-for a total of approximately 400 million; and 
then will add another 170 million, to roughly double the cur rent population to 570 million by century's end. There are 
reasons to believe these may well be conservative estimates, 
but even if they are discounted considerably, the population 
of the United States will become extraordinarily large by any 
measure as time goes on (see Chapter 14).


What is of interest now are a series of discrete indications 
that the question of scale has begun to resurface in diverse 
quarters-in part as a resumption of the trend that was 
interrupted by World War II and the Cold War, in part in 
response to emerging considerations and global developments.
A 1973 book, Size and Democracy, by Robert A. Dahl and 
Edward R. Tufte, opened the modern discussion by offering 
a detailed assessment of the then available studies. A variety 
of questions had to be confronted by those concerned with 
democracy, it concluded, as "the inexorable thrust of population growth makes a small country large and a large country gigantic."10
Daniel Bell subsequently joined in, arguing that the 
"nation-state is becoming too small for the big problems of 
life, and too big for the small problems of life." Bell went on, 
"[T]he flow of power to a national political center means 
that the national center becomes increasingly unresponsive 
to the variety and diversity of local needs.... In short, there 
is a mismatch of scale."11
George F. Kennan took the argument a step further: "We 
are, if territory and population be looked at together, one of 
the great countries of the world-a monster country.... And 
there is a real question as to whether bigness in a body politic 
is not an evil in itself, quite aside from the policies pursued in 
its name." Kennan proposed long-term regional devolution 
which, "while retaining certain of the rudiments of a federal 
government," might yield a "dozen constituent republics, 
absorbing not only the powers of the existing states but a considerable part of those of the present federal establishment." 12
The radical historian, the late William Appleman Williams, 
suggested a strategy embodying socialist principles: "[T]he issue is not whether to decentralize the economy and the politics of the country, but rather how to do so. The solution 
here revolves about the regional elements that make up the 
existing whole." And the modern conservative regionalist, 
Donald Livingston, asked in 2002: "What value is there in 
continuing to prop up a union of this monstrous size?" He 
went on: "[T]here are ample resources in the American federal tradition to justify states' and local communities' recalling, out of their own sovereignty, powers they have allowed 
the central government to usurp." I3


The titles of several general works are themselves illustrative of the modern trend: Downsizing the USA, byThomas H. 
Naylor and William H. Willimon; The Nine Nations of North 
America, by Joel Garreau; and Robert Goodman's The Last 
Entrepreneurs: America's Regional Wars for Jobs and Dollars.14
A converging trend of environmental thinking is also significant. Much of the work of the Environmental Protection 
Agency is already organized along regional lines, and as Harvard analyst Mary Graham observes, "Many environmental 
problems are inherently regional in scope, rather than national 
or local." Among the interesting proposals here are suggestions by Kirkpatrick Sale that emphasize small "bio-regions" 
and work on "eco-regions" by World Wildlife Fund experts in 
the Conservation Science Program.15 A fully developed longterm ecological vision in which many "regions within the 
United States could become relatively self-sufficient" has been 
put forward by Herman Daly and John Cobb. "[T]he nationstate is already too large and too remote from ordinary people 
for effective participation to be possible."16
The various developing arguments have also received indirect support from research on the achievements of smallerscale nations-some roughly equivalent to U.S. regions. 
The Scandinavian nations and such countries as Austria 
and the Netherlands, for instance, have demonstrated that 
smaller scale has commonly helped-rather than hindered-their capacity to deal with major economic, social, and environmental problems. In general, equality has been greater and unemployment rates lower than in most larger European countries. Moreover, although such nations are far more involved in trade than larger nations, for the most part they have found more effective ways to manage the dislocations and other challenges brought about by economic globalization!   17


In a related development, political scientist Michael Wallerstein has demonstrated how the United States's very large scale and huge labor force have made union organizing both difficult and expensive. This in turn has tended to limit union size, thereby both weakening collective bargaining and undercutting one of the primary organizational foundations of progressive political-economic strategies in general.18
The modern reemergence of regionalist ideas is no accident. Although the primary thrust of the argument concerns what it takes to achieve democratic accountability and participation, the American discussion is part and parcel of a worldwide trend that is already producing different forms of regional devolution in nations as diverse as Britain and Canada, on the one hand, and China and the former Soviet Union, on the other (see 165-166).
A global perspective, in fact, suggests that the quietly emerging-and seemingly unusual-American arguments are only the beginning of something that is all but certain to grow in force and sophistication as time goes on.
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The Pluralist Commonwealth
[image: ]- rNCREASING NUMBERS OF Americans concerned with 
equality, liberty, and democracy have begun to despair that 
traditional strategies to achieve the nation's most fundamental values simply no longer work. If corporate capitalism (to 
say nothing of the socialist model) appears unable to sustain 
equality, liberty, and democracy, is there any conceivable, 
logically coherent way forward?
It is possible to bring together critical elements of the 
evolving foundational thinking, and project and extend others, to define the underlying structural building blocks of a 
political-economic system "model" that is different in fundamental ways from both traditional capitalism and socialism.
The schematic model flowing from the various considerations emphasizes the systematic development of a robust 
vision of community democracy as the necessary foundation 
for a renewal of democracy in general. It prioritizes a variety 
of strategies to undergird local economies and thereby establish conditions favorable to nurturing local civil society associations and to increasing local government's power to make 
meaningful decisions.
Partly to achieve such local democracy objectives-but for 
much larger reasons as well the model also projects the 
development over time of new ownership institutions, including locally anchored worker-owned and other communitybenefiting firms, on the one hand, and various national wealth-holding, asset-based strategies, on the other. These 
ultimately would take the place of current elite and corporate 
ownership of the preponderance of large-scale capital.


At the national level a major new institution-call it a 
"Public Trust"-would be projected to oversee the investment of stock on behalf of the public, as state and other pension boards commonly do today. Variations include allowing 
the proceeds to flow to individuals, to states, to municipalities, to the federal treasury-or perhaps to fund such basic 
public services as education or medical care for the elderly.
Over time a fundamental shift in the ownership of wealth 
would slowly move the nation as a whole toward greater 
equality directly-through, for instance, worker-owned 
enterprises; and also indirectly-through a flow of funds 
from the larger asset-based strategies and investment on 
behalf of the public. (Capital would likely be assembled both 
by the taxation of elite income and wealth and by Kelso-type 
loan-guarantee strategies to finance the broadened ownership of new investments.)
Over the long arc of the twenty-first century and beyond, 
the flow of funds from such sources would also be allocated 
to help finance a reduction in the workweek so as to permit 
greater amounts of free time, thereby bolstering both individual liberty and democratic participation. In addition, the 
traditional entrepreneurial foundations of liberty are 
strengthened in the model by the strategies that stabilize 
the local economy (as, of course, is individual job security 
as well).
Finally, the emerging model implicitly moves in the direction of, and ultimately projects, a radical long-term devolution 
of the national system to some form of regional reorganization 
and decentralization-a strategic move important not only to 
democracy and liberty, but to the successful democratic management of ecological and other issues as well.
The overall system model defined by the critical structural 
elements might be termed a "Pluralist Commonwealth""Pluralist" to emphasize the priority given to democratic diversity and individual liberty; "Commonwealth" to underscore the centrality of new public and quasi-public wealthholding institutions that take on ever greater power on behalf 
of the community of the nation as a whole as the twenty-first 
century unfolds.I


Although at this stage of development the model is obviously 
general in form, certain features of the Pluralist Commonwealth's political-economic architecture are striking. Of particular interest is that its basic elements, taken together, offer 
an integrated approach to dealing with a number of the fundamental power problems presented by large-scale economic 
enterprise in any system-capitalist, socialist, or other.
First, over time the model steadfastly attempts to nurture 
and rebuild democratic experience by supporting various 
mechanisms to make democratic practice real in the lives of 
citizens. The development of a meaningful democratic culture is foundational: a guiding judgment is that without 
attention to nurturing the conditions needed to support an 
active and engaged citizenry, very little can be done either in 
theory or in practice to achieve larger democratic goals.
Second, the model opens a steadily expanding wedge of 
time for individuals to participate in democracy. This is one 
of the Pluralist Commonwealth's most important elements. 
Without time to participate, authentic democratic processes 
to constrain economic actors (be they private or public), and 
to monitor a revitalized public sector, are simply not possible.
Third, the model's financial mechanisms also aim to 
translate technological gains into greater equality-thereby 
offering long-term possibilities for equality of democratic 
participation in general and for challenging and containing 
the power of large-scale enterprise in particular.
Fourth, as in the case of modern public pension fund 
management, the change in ownership legitimizes the public's inherent right to ensure that major firms are made 
accountable to larger concerns-even as competitive practices are encouraged through a variety of well-established techniques.*   New ownership forms also inherently facilitate accountability measures requiring greater openness and transparency in enterprise management and governance.


Fifth, the longer-range Pluralist Commonwealth vision ultimately and over the long haul also reduces the scale of public institutions that hold firms to account. Though it is increasingly difficult to achieve effective "vertical" political associations across a continent, regional scale units (as, for instance, now in certain states) offer important strategic possibilities for greater political control of corporate practices.
Neither traditional socialism nor traditional capitalism deals well with the power problems presented by large-scale enterprise. Significant economic actors in the socialist state are commonly unaccountable either to market forces or to the public; they are power systems within a power system.2 The modern for-profit corporation is for the most part unaccountable to the public-and contrary to traditional theory, in most cases unaccountable to its shareholders as well. As the Enron and other scandals have shown (and many scholarly studies demonstrate) managers and top executives largely run the system, dominating boards and annual meetings alike. Rarely are successful challenges to their power successful, even by major shareholders.3
The Pluralist Commonwealth structurally tethers largescale firms at the top by lodging stock ownership in a Public Trust entity accountable to (and open to scrutiny by) the public-and it steadily expands four major vectors of activity and structure (robust community democracy, steadily increasing free time, greater citizen equality, regional decentralization) that over the long haul offer expanding opportunities for democratic control from the bottom. Additional elements of the model include new public chartering 
requirements, the addition of specific stakeholders to corporate boards, and the democratization of corporate structures 
from within.


That the emerging system model leaves numerous questions 
unresolved is obvious. On the other hand, the Pluralist Commonwealth clearly defines a series of strategic propositions 
around which debate is already beginning to form. As 
research, dialogue, and further development continue over 
time, specific issues are likely to be increasingly clarified and 
answers found to the most important unresolved questions. 
Driving the process is the fact that traditional solutions simply no longer even attempt to offer theoretically plausible 
responses to many critical questions.
It is commonly held that free-enterprise capitalism is the 
most efficient of all systems-certainly more efficient than 
traditional socialism-and that other possibilities must 
inevitably also be inefficient. Even at this stage of its development, however, there are reasons to believe the Pluralist 
Commonwealth could equal or possibly surpass the efficiency of real-world capitalism.
First, although some of the wastes and inefficiencies of 
capitalism are occasionally highlighted in the media, we are 
beginning to grasp just how vast these may be. The electricity crisis in California in 2000 and 2001 cost the state tens of 
billions of dollars. A conservative estimate is that over $10 
billion was directly attributable to market manipulations by 
private firms. Corporate scandals in 2001 to 2003 cost New 
York State alone an estimated $13 billion.4 The Enron scandal cost workers and pension holders $1 billion. The savings 
and loan bailout in the first Bush administration cost taxpayers $125 billion in direct costs, plus an estimated additional $275 billion in subsequent years for interest and 
increased service of the national debt. Lobbying by the oil, 
pharmaceutical, insurance, television, banking, and other 
industries regularly generates further billions of dollars of questionable federal subsidies. This is to say nothing of 
numerous widely publicized scandals and bankruptcies that 
have illuminated many other obvious and well-known, but 
commonly ignored, costs routinely associated with current 
economic practices.5


Second, various quasi-public and public firms (e.g., 
worker-owned firms, municipal electric utilities) have been 
shown to be at least as efficient as traditional corporationsand in many instances, more efficient. Public pension management strategies of the kind that would likely be used in 
the proposed public asset management systems have also 
been demonstrated to commonly be as efficient or more 
efficient than those of private pensions.6
Third, salaries paid to public managers in comparable 
positions are far lower. For instance, William J. McDonough, 
then the president of the Federal Reserve Bank of New York, 
received $297,500 in 2001, while William Harrison, the 
CEO of J.P. Morgan Chase, took home more than $21 million. Top executives managing large state-run pension investments (e.g., Ca1PERS) received compensation of less than 
$450,000 in 2001-while William Foley, the chairman and 
CEO of Fidelity National Financial, garnered more than $13 
million. Compensation for top executives in the Tennessee 
Valley Authority is regularly much less than compensation 
for executives managing major private electric utilities.?
Fourth, it is clear that additional strategies to achieve economic efficiency are already being developed-and are likely 
to continue to be developed. Kelso, Roemer, Meade, and 
Stauber all have suggested ways to combine the public's interest in important economic activity with strategies to ensure 
the independence of strictly business decisions and the use of 
market discipline-and additional variations and refinements 
are likely to be put forward as time goes on. Investment managers who oversee endowments for universities and other 
public institutions have also developed strategies that can be 
drawn upon to balance longer-term growth objectives with 
the need to ensure against cyclical fund-flow downturns.


Critics of public involvement in economic matters commonly implicitly compare new approaches with the efficiency properties of a competitive but exceedingly abstract 
and rarefied free-market model. The result is a self-serving 
"heads-I-win, tails-you-lose" economic argument: traditional political-economic practices are evaluated "as if" 
they were (or should be) purely efficient free-market operations, ignoring what everyone knows to be the actual 
dynamics of corporate political-economic behavior. Meanwhile, alternatives involving proposed public strategies are 
evaluated "as if" they must inherently involve grave 
political-economic market distortions-ignoring studies 
that demonstrate the measured efficiencies of a wide range 
of available alternative practices.
The truth is, various forms of manipulating the market are 
central to the operation of the current corporate-dominated 
political-economic system, not peripheral to it. They come 
with the territory-as everyone knows full well when they 
shift their gaze away from abstract theory to the real world of 
oil company lobbying, drug company political payoffs, 
Microsoft anticompetitive maneuvering, Enron corruption, 
and Andersen accounting complicity.
The Pluralist Commonwealth model breaks the logic of 
the traditional argument-first, by challenging the utopian 
idea that most firms keep away from government in the current system; second, by developing various strategies that 
allow for both competition and increased citizen accountability; and third, by structurally changing ownership patterns 
in ways that achieve greater transparency so that when the 
inevitable problems, public or private, arise, they can be 
openly debated and corrected. Finally, of course, the model's 
shift to new ownership forms inherently recaptures for 
broader public use excessive funds that might possibly be 
garnered through corporate political maneuvering.
We may add that to the extent the political-economic system defined by the Pluralist Commonwealth is able to 
achieve greater equality through the overarching wealth holding changes it contemplates, it would likely also achieve 
much greater efficiencies in the development and use of 
human resources. Leaving aside the morality of the implicit 
choices of the present system, countless studies demonstrate 
that we currently throw away literally millions of productive 
people whose contribution to the economy could be enormous. To cite only one instance, recent research reveals that 
minority and other low-income students with high test scores 
are five times as likely not to attend college than high-income 
students with comparable scores. A mind, as the saying goes, 
is a terrible thing to waste-as are the contributions that 
might be made by so many Americans whose potential skills 
and capacities are left behind by the current system.8


 


PART II
[image: ]

THE DEMOCRATIZATION 

OF WEALTH
A THEORETICAL MODEL IS A beginning point for serious discussion. The obvious question is whether there are any reasons to believe that the various elements of the Pluralist 
Commonwealth-separately and taken together-might 
ever build to significant scale and power.
At the very heart of the Pluralist Commonwealth is the 
principle that ownership of the nation's wealth must ultimately be shifted, institutionally, to benefit the vast majority. 
Are strategies based upon this fundamental principle technically feasible? Can they be politically viable?
Although theorists who urge wealth-oriented strategies 
occasionally cite illustrations from real-world experience 
(like the well-known Mondragon worker cooperatives in 
Spain), practical applications have not been at the center of 
the debate. Furthermore, even when one or another writer 
has pointed to current developments, it has commonly been 
within a narrow frame of reference and, even more commonly, viewed in static terms.


The fact is, literally thousands of on-the-ground efforts 
that illuminate how wealth-holding principles can work in 
practice have developed in communities throughout the 
nation over the last several decades. The range of practical 
activity-and the growing trend-have rarely been appreciated even by experts working on such matters. Specialists in 
narrowly defined sectors are aware of developments in their 
own field of expertise, but because of what is sometimes 
termed the "silo" effect, they often do not know of experiences in other areas.
Important political-economic forces have produced-and 
are likely to continue to produce-the conditions and 
unusual political alliances that have generated the new institutional developments and related policy activity. Moreover, 
opportunities for much broader political support appear all 
but certain to develop as the efforts gain momentum and as 
external political-economic conditions narrow the choices 
facing different groups.
The key question is not whether practical ways to implement wealth-owning principles are viable, but how rapidly 
they may move to substantial scale as the century progresses.
And whether the emerging efforts might one day establish foundations for a broader institution-shaping politics, 
and-as the external environment continues to changeperhaps thereafter of more fundamental system-wide 
political-economic restructuring in the direction of the Pluralist Commonwealth.


 


7
[image: ]

A Direct Stake in Economic Life
Worker-Owned Firms
[image: ]F_1HAT INDIVIDUALS WORK harder, better, and with greater 
enthusiasm when they have a direct interest in the outcome is self-evident to most people. The obvious question is: 
why aren't large numbers of businesses organized on this 
principle?
The answer is: in fact, thousands and thousands of them 
are. Indeed, more Americans now work in firms that are 
partly or wholly owned by the employees than are members 
of unions in the private sector!'
The Appleton company, a world leader in speciality paper 
production in Appleton, Wisconsin, became employeeowned when the company was put up for sale by Arjo Wiggins Appleton, the multinational corporation that owned 
it-and the 2,500 employees decided they had just as much 
right to buy it as anyone else. Reflexite, an optics company 
based in New Avon, Connecticut, became employee-owned 
in 1985 after 3M made a strong bid for the company and the 
founding owners, loyal to their workers and the town, preferred to sell to the employees instead.2 In the case of Science Applications International Corporation, the founder, 
Dr. J. Robert Beyster, has for more than thirty years simply 
believed that people "involved in the company should share 
in its success."3
One factor that has contributed to the rise of employeeowned firms is that multinational corporations often must 
seek the very highest profit they can make on invested capital-whereas workers living in a community are content 
with substantial profits (rather than the highest possible) 
since the other benefits of keeping a plant in town outweigh 
differences in profit rates. (Often, of course, when employees 
take ownership, the change produces greater efficiency-and 
greater profits than those which the multinational registered.)


A major boost to employee-ownership came from passage in 1974 (and thereafter) of federal legislation providing special tax benefits to Employee Stock Ownership Plans (ESOPs)-the legal structure that most such firms now utilize. Technically an ESOP involves a trust that receives and holds stock in a given corporation on behalf of its employees.
At the heart of the ESOP idea is the basic financing concept urged by Louis Kelso for broadening the ownership of wealth-namely, if some form of guarantee or collateral can be arranged to provide loans for productive investment, new wealth ownership by diverse groups (in this case employees of a firm) can be developed and paid for by the profits that the investment itself generates (see 25-26).
Although ESOPs based on this principle date from the 1950s, the modern federal legislation gave tax incentives to corporations contributing stock to an employee trust and to retiring owners of businesses who sell their corporations to employees and reinvest the proceeds within a defined time frame.
There are approximately 11,000 ESOPs now operating in communities in all regions of the United States. Asset holdings total more than $400 billion. The National Center for Employee Ownership (NCEO) estimates that total worker holdings (of all forms of stock ownership and stock options) reached approximately $800 billion in 2002-that is, roughly 8 percent of all U.S. corporate stock.*4  


W. L. Gore, the maker of Gore-Tex apparel, is one of the 
most impressive modern ESOPs. The company, owned since 
1974 by (currently 6,000) worker-owners in forty-five locations around the world, has no bosses or formal titles. To 
ensure communication and innovation, those working at any 
one site number no more than 200. Depending on their particular skills, workers may lead one task one week and follow 
other leaders the next week; teams disband after projects are 
completed, with team members moving on to other teams. W. 
L. Gore revenues totaled $1.33 billion in 2003; the firm regularly ranks on the Fortune "Best Companies to Work For" list.5
Another impressive ESOP, Weston Solutions, Inc., is the 
second largest environmental firm in the country. Its highly 
specialized services range from forestry and urban planning 
to high-hazard nuclear and chemical waste cleanups. The 
company has helped rehabilitate "sick" (asbestos, lead paint) 
school buildings from New York and Chicago to Decatur, 
Alabama. It was the lead information technology contractor 
in recovery operations after the space shuttle Columbia disaster. The company is 100 percent owned by its 1,800 
employees. In recognition of its creative structure and its 
"consistent record of profitability, growth and financial stability," Weston received the Environmental Business ,j`ournal's 
top "gold" award for 2003.6
ESOP firms are also common in nonspecialized areas: Fetter Printing Company in Louisville, Kentucky, is 100 percent 
owned by its 200-plus workers. The firm has annual revenues 
of $17.5 million and was recently ranked as one of the top 
twenty-five printers in the United States. Fastener Industries in Berea, Ohio, is owned by more than 100 worker-owners. Machinists who have participated in the ESOP since 1980 commonly receive the equivalent of an additional three months' pay in dividends each year and retire with personal shareholding accounts of up to $350,000. Parametrix-100 percent owned by over 350 employees-is an environmental engineering firm headquartered in Sumner, Washington. The company was recently selected as one of the best companies to work for in Washington State-and was named 2001 National ESOP of the Year by the ESOP Association. In Harrisonburg, Virginia, ComSonics-100 percent owned by 160 employees-makes cable television (CATV) test and analysis devices and boasts the largest CATV repair facility in the United States.7


A 1998 survey of Washington State firms found that median hourly pay in ESOP firms was 12 percent higher than pay for comparable work in non-ESOP firms. Worker-owners of ESOPs also ended their careers with almost three times the retirement benefits of others with similar jobs. A 1990 study by the National Center for Employee Ownership estimated that an employee making $20,000 a year in a typical ESOP would accumulate $31,000 in stock over ten years-no small feat, considering that median financial wealth was just $11,700 during this period. A 2000 Massachusetts survey found ESOP accounts averaging just under $40,000.*8  


It is also clear that ESOPs-and worker ownership in general-have broad political appeal for both practical and 
philosophical reasons. The ESOP concept has been endorsed 
by (among others) Ronald Reagan, Ralph Nader, Mario 
Cuomo, William F. Buckley, William Greider, Jack Kemp, 
Richard Gephardt, Mikhail Gorbachev, and Coretta Scott 
King. Both parties backed the tax legislation that now provides over $2 billion in annual support to ESOPs. Other 
forms of federal help include loan guarantees and the financing of worker-ownership feasibility studies in the event of 
plant closures or major layoffs.9
A number of state programs also provide support for 
worker ownership. One of the most widely recognized, the 
Ohio Employee Ownership Center, conducts feasibility 
studies for potential independent worker buyouts and for 
transition buyouts from retiring owners. The Michigan 
Workforce Transition Unit offers employee-ownership 
efforts feasibility-assessment assistance. Massachusetts 
funds the quasi-governmental Commonwealth Corporation, 
which provides technical and financial assistance to firms 
seeking to establish an ESOP.10
The extraordinary growth of ESOPs over the last thirty years 
has brought with it growing sophistication, the development 
of expert advisory and technical assistance organizations, a 
group of advocates and a group of critics, and-what is 
important-an expanding and diverse constituency interested in next-stage development of the institution.
Critics of ESOPs commonly decry the lack of democratic 
control offered to workers in most trust arrangements. They 
point out that unlike such leaders as W. L. Gore, manyindeed, most-ESOPs do not involve real participation; they 
often function mainly as a tax-favored legal mechanism to 
help employees accumulate additional assets over time. (It is 
estimated that only between a quarter and a third of ESOP 
companies pass through full voting rights to worker shareholders.) Moreover, since ESOPs commonly award stock in proportions related to wage and salary levels, they do little to improve overall compensation ratios and in some cases actually increase internal firm disparities due to compounding effects when stock values increase or dividends are received.*I   I


Several considerations suggest that greater democratic participation and control of ESOPs is likely to develop as time goes on-hence, also open the way for broader support. First, a significant share of ESOP companies (some three thousand, or nearly 30 percent of ESOPs in privately held companies) are already majority-owned by workers. Of these, 40 to 50 percent already pass voting rights through to plan participants. Second, as workers within specific firms steadily accumulate stock they become majority owners as time goes on. Surveys by the National Center for Employee Ownership reveal that the proportion of privately held ESOPs that are majorityowned increased approximately 50 percent during the past decade. Majority-owned firms increased from 38 percent of ESOP association members in 1989 to 68 percent in 2000.12
It is conceivable that as more and more ESOPs become majority-owned, workers will ignore the fact that in many firms they have little power. On the other hand, the more likely result-as Business Week observed in 1991-is that ultimately workers "who own a significant share of their companies will want a voice in corporate governance." In Ohio (which has been closely studied) a survey completed in the mid-1990s found that 53 percent of majority-owned ESOPs passed through voting rights. It also found that employee ownership was becoming more democratic over time, with three times as many closely held companies passing through full voting rights to ESOP participants as had been the case in a previous 1985-1986 survey.13


The third-and perhaps most important-reason to 
expect change is that several studies demonstrate that greater 
participation leads to greater productivity and thus greater 
competitiveness in the marketplace. In general, ESOPs have 
been found to be as productive or more productive than comparable non-ESOP firms. Annual sales growth, on average, is 
also greater in ESOP than in non-ESOP firms. When ESOPs 
are structured to include greater participation, however, the 
advantages of worker ownership increase substantially. Studies undertaken by the National Center for Employee Ownership, by several teams of economists, and by the U.S. General 
Accounting Office all confirm that combining worker ownership with employee participation commonly produces greater 
productivity gains, in some cases over 50 percent. 14
The number of ESOP-style worker-owned firms increased 
from 1,600 in 1975 to 4,000 in 1980, to 8,080 in 1990, and 
as we have noted, to roughly 11,000 in 2003. The number of 
worker-owners involved rose, correspondingly, from a mere 
248,000 in 1975 to 8.8 million in 2003. There is no question 
that the feasibility and efficiency of wealth owning through 
worker institutions has been demonstrated, and that the basic 
concept has substantial potential for future development. 15
Likely directions for next-stage advances have been outlined in systematic proposals put forward on both the left 
and the right. During the Clinton administration one expert, 
Joseph Blasi, developed a comprehensive package that 
included tax and other benefits, along with substantial support for state-based technical assistance efforts. The Blasi 
plan also proposed restructuring tax benefits to redress the 
greater concentration of ownership among higher-paid 
employees as a result of awarding stock in amounts related 
to salary and wage level.16
One of the most conservative Republican members of 
Congress, Dana Rohrbacher, has gone further. Rohrbacher 
has introduced legislation-the Employee Ownership Act of 
2001-the goal of which is to have "30 percent of all United States corporations ... owned and controlled by employees 
of the corporations" by 2010. The proposed legislation 
would define a new entity, the Employee Owned and Controlled Corporation, (which Rohrbacher calls "ESOP-plusplus"), in which over 50 percent of stock is held by 
employees, 90 percent of regular employees are enrolled in 
the plan, and all employees vote their stock on a one-person, 
one-vote basis. Various tax benefits would encourage adoption of the ESOP-plus-plus form.'?


The development in the 1970s and 1980s of broad Democratic and Republican political backing for employeeownership ideas and supportive state and federal policies was 
in part related to the economic difficulties experienced by 
many communities during this period. Employee-owned 
firms not only embody new wealth-owning principles, they 
help local economies. The law that established New York 
State's program makes the connection particularly clear: 
"The general welfare is directly dependent on the economy 
and plant closures are a problem. The purpose of this Act is 
to encourage employees of these plants to continue them as 
employee-owned enterprises, thereby retaining jobs."18
The 1990s economic boom tended to obviate such concerns. With the return of increased economic difficulties and 
the uncertainties created by globalization, supportive efforts 
are likely to build upon, and expand, the now well-developed 
and growing foundation of accumulated experience.19
Traditional cooperatives also, of course, have long been 
based on democratic ownership ideas related to the Pluralist 
Commonwealth vision. It is rarely realized that there are 
more than 48,000 co-ops operating in the United Statesand that 120 million Americans are co-op members. 
Roughly 10,000 credit unions (with total assets of over $600 
billion) supply financial services to 83 million members; 36 
million Americans purchase their electricity from rural electric cooperatives; more than a thousand mutual insurance 
companies (with more than $80 billion in assets) are owned by their policyholders; and approximately 30 percent of farm 
products are marketed through cooperatives.20


Ongoing co-op development is likely to draw upon the 
experience of successful modern models like Recreational 
Equipment, Inc.-an outdoor equipment retailer and producer that employs six thousand people, operates sixty 
stores, and had revenues of $735 million in 2002. Recreational Equipment is owned by its 2 million members, each 
of whom receives a refund-usually about 10 percent-on 
purchases at the end of the year. Named one of the "100 Best 
Companies to Work For in America" by Fortune magazine 
from 1997 to 2002, Recreational Equipment offers employees a substantial profit-sharing plan and has taken part in 
numerous joint ventures with local environmental groups.21
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Enterprising Cities
Right, Left, and Center
[image: ]DECADE AGO DAVID OSBORNE and Ted Gaebler devoted 
la chapter of their classic book, Reinventing Government, 
to the emergence of new forms of municipal businesses. The 
chapter's title is indicative both of the trend and of the driving force behind it-"Enterprising Government: Earning 
Rather Than Spending." As they observed, "[p] ressed hard 
by the tax revolts of the 1970s and 1980s and the fiscal crisis of the early 1990s, entrepreneurial governments are 
increasingly ... searching for nontax revenues." I
The trend Osborne and Gaebler spotted has continued to 
develop-and though few have paid close attention to the 
emerging experience, an extraordinary range of local municipal efforts embodying Pluralist Commonwealth wealthrelated principles now exists. Moreover, the massive 
Bush-era cutbacks in federal funding now hitting cities and 
states have dramatically increased pressures to explore such 
new sources of revenue for public services.
One of the most important areas of activity is real estate. As 
early as 1970 the city of Boston embarked upon a joint venture with the Rouse Company to develop the Faneuil Hall 
Marketplace (a downtown retail complex). Boston kept the 
property under municipal ownership and negotiated a lease 
agreement that provided the city with a portion of the development's profits in lieu of property taxes. By the mid-1980s 
Boston was collecting some $2.5 million per year from the Marketplace. One expert estimates that Boston took in "40 
percent more revenue than it would have collected through 
conventional property tax channels."2


Another innovating 1970s city was Hartford, Connecticut, under the leadership of then city council leader 
Nicholas Carbone. When Hartford's new Civic Center 
complex was constructed, the city decided to retain title to 
the land, leasing out the rights for office space, retail establishments, and a hotel to private-sector operators. The city 
also took over an abandoned department store and leased 
it to a major airline for office space. As Carbone stressed, a 
basic goal was to "give the city control over land use [so as 
to allow it] to realize the increasing value as land prices 
increased."3
Entrepreneurial "participating lease" arrangements for the 
use of publicly owned property are now common in many 
parts of the country-including, by way of illustration, New 
York, San Diego, Los Angeles, and Washington, D.C. Under 
such leases a developer pays the public landlord both a yearly 
base rent and an additional amount pegged to project performance (e.g., private profits or gross income). The principle at work is similar to that which private developers 
commonly use in shopping center leasing: "The more money 
the developer makes, the higher the rent."4
Alhambra, California, earns approximately $1 million a 
year in rent revenues from a six-acre holding it leases to commercial tenants. (It also requires tenant businesses to reserve 
a majority of jobs for low- and moderate-income community 
residents.) Cincinnati; San Antonio; and Louisville, Kentucky, have all acted as partners in commercial developments, reaping a share (e.g., 10 to 15 percent of net cash 
flow) of revenues from hotels and other ventures. In 2002 
Louisville announced plans to build a new downtown hotel 
on a similar basis. San Diego holds almost seven hundred 
leases-including Mission Bay Park, Sea World, and a variety 
of retail, agricultural, and commercial sites. Annual revenues 
are more than $40 million.5


Land development is so-called old economy. A fastgrowing arena of new activity involves high-tech Internet and 
related services. In Glasgow, Kentucky, the municipally 
owned utility offers residents electricity, cable, telephone 
services, and high-speed Internet access-all at costs lower 
than private competitors. The city also has access to an 
intranet that links local government, businesses, libraries, 
schools, and neighbors. Residents can choose their cable TV 
provider: the municipality offers a package of eighty digital 
cable channels for under $15.95 a month (in 2003).6
Tacoma, Washington's, broadband network Click! also 
offers individuals and private companies Internet and cable 
service, as does Cedar Falls, Iowa. Almost three hundred 
communities as of this writing were operating networks like 
those in Glascow, Tacoma, and Cedar Falls.?
Municipalities have also been active in the venture capital 
area, offering start-up investments and retaining stock in 
businesses that hold promise for the city's economy. In 1987 
a survey of 322 cities found that only 32 (9.9 percent) used 
venture capital investments as an economic development 
tool. A similar survey roughly a decade later found more 
than a third of responding city governments reporting venture capital efforts of one kind or another. Working with the 
New York Power Authority and two private companies, a 
New York City agency, for instance, put together an initial 
investment pool of $60 million. All profits and other gains 
were reinvested, yielding a fund worth $175 million at the 
end of the first five years of operation.8
Municipally owned sports teams are also widespread. 
Communities that own (or have owned) minor-league baseball teams include Indianapolis; Rochester, New York; 
Franklin County (Columbus), Ohio; Lucus County 
(Toledo), Ohio; Harrisburg, Pennsylvania; Lackawanna 
County (Scranton), Pennsylvania; and Visalia, California.9
At the major-league level, the Green Bay Packers football 
team is owned by a nonprofit corporation rather than a private corporation or wealthy private individual. The particu lar ownership structure, while not precisely the Pluralist 
Commonwealth model, does not permit any individual to 
own more than a small part of the team and makes it all but 
impossible for the team to be relocated to another city or 
purchased by outsiders.'°


Other developing areas include health services and environmental management. Denver Health, an innovative publically accountable enterprise, transformed itself from an 
insolvent city agency ($39 million in debt in 1991) to a competitive, quasi-public health-care system with positive earnings of over $10 million annually during the 1990s. Among 
other things, it operates a satellite system of eleven primary 
care centers and twelve school based clinics that employ 
some three thousand Denver-area residents.) i
Hundreds of municipalities generate revenues through 
landfill gas recovery operations that turn the greenhouse gas 
methane (a by-product of waste storage) into energy. 
Riverview, Michigan, one of the largest such recovery operations, illustrates the trend. In the mid-1980s Riverview contracted with DTE Biomass to build a gas recovery facility at 
its Riverview Land Preserve. More than 4 million cubic feet 
of methane gas are now recovered daily. In turn, the sale of 
gas for power production helps produce over forty thousand 
megawatt hours of electricity per year. Riverview's royalties 
covered initial costs of the effort in the first two years of 
operation and now add to the city's cash flows. (Among the 
many other innovative and successful methane recovery 
operations are those run by the Illinois Department of Commerce and Community Affairs, the South Carolina Energy 
Office, Los Angeles County, and Portland, Oregon.) 12
The basic principle at work in municipally owned real estate 
development is that appreciation of land should be turned to 
public advantage. In many communities, Community Land 
Trusts (CLTs) following this principle also use ownership 
strategies to help produce stable and affordable housing for 
low- and moderate-income residents.


A Community Land Trust is a nonprofit corporation 
established to develop and own housing (or own land leased 
for housing) especially in neighborhoods undergoing development that is driving prices beyond the reach of lowincome residents. One of the earliest and most influential is 
the Burlington (Vermont) Community Land Trust (BCLT), 
organized with bipartisan support when an early 1980s economic boom caused housing costs to spiral out of reach for 
many long-term residents.I3
Land is owned by BCLT and leased to home-owners. 
Member-residents devote no more than 30 percent of their 
income to rents or mortgages. Those benefiting from the 
resulting low costs sign contracts agreeing that future housing 
resale prices will not increase beyond a certain percentage, 
thereby allowing other low- and moderate-income families to 
continue to benefit from the trust's ongoing efforts.
A recent report by PolicyLink in Oakland, California, 
observes that CLTs are also reaching out to other groups 
and constituencies:
[T]he community land trust in Concord, New Hampshire, is 
working with the Neighborhood Reinvestment Corporation 
on an IDA program to help families save for homeownership. 
North Camden CLT in New Jersey has spear-headed a comprehensive community planning initiative. Durham Community Land Trust in North Carolina provides construction job 
training for community residents. The Burlington Community Land Trust has been a mainstay of the city's Enterprise 
Community, cleaning brownfield sites, developing community facilities for various social service organizations, and 
redeveloping abandoned commercial buildings.14
Various groups are also beginning to extend the CLT concept in new directions. In 2001 the Nehemiah Corporation 
announced a new multimillion urban trust to purchase land 
and provide below-market leases to community service 
organizations. (Nehemiah is making its initial land purchases in Atlanta, Baltimore, Charlotte, Indianapolis, and North Camden, New Jersey. A similar approach has been adopted by the New Columbia CLT in Washington, D.C.-which is purchasing land to help support low-income residents who, in turn, are also developing cooperatives.'   15


An important related approach utilizes ownership strategies that capitalize on other public investments: when a municipality invests in mass transit development-as, for instance, in connection with new subway construction-land values near transit exits commonly rise. Traditionally, most municipalities have relied on "after-the-fact" taxation of developers and others who build stores, apartments, and other developments to take advantage of the public investment in such areas. In recent years, however, many municipalities have realized that public ownership-as opposed to traditional tax strategies-offers the possibility of greater returns (and other advantages as well).
In Miami for instance, Metro-Dade Transit participates in two large transit-linked joint development ventures. Dadeland South Station includes two office buildings totaling 472,000 square feet, a 305-room luxury Marriott Hotel, 350,000 square feet of retail space, and 3,500 parking spaces, generating annual revenues in excess of $600,000 for Miami-Dade County. Dadeland North Station currently consists of 320,000 square feet of retail space and forty-eight apartments and ultimately will include a mix of hotel, office, and residential development. Total city revenues over the term of the lease for the latter (through minimum rent payments and a percentage of gross income) are projected to 
run between $40 and $100 million. 16


The Valley Transportation Authority of Santa Clara County, 
California, has designed its Transit Oriented Development 
program to encourage mixed-use development within two 
thousand feet of transit stops. Its Almaden Lake Village Project 
is expected to generate $266,000 a year for the city through a 
long-term ground lease with a private developer-and will 
also offer one in five of the newly developed residential units 
at below-market cost to low-income households. The Washington Metropolitan Area Transit Authority in Washington, 
D.C., has established fifty-six revenue-generating joint development projects that earned $14 million in 2002, making it 
the public authority's largest nonfare box revenue source.17
The expanding experience and growing sophistication of 
such ownership efforts suggest the likelihood of additional 
applications of Pluralist Commonwealth principles as time 
goes on-especially given the severity of growing municipal 
financial problems. As we shall explore further in Chapter 
13, such efforts also have implications for long-range population dispersion strategies designed to recapture increased 
land values brought about as the result of public investment 
policies that target jobs to smaller towns and rural growth 
points (see pp. 148-151).
It is often held that public ownership must be inefficient. 
Studies of municipal electric utilities, however, belie this 
view. One out of seven Americans (a total of roughly 40 million people) rely on power from the two thousand public 
utilities currently operating in urban and rural settings. 
Although the majority of such systems are located in smaller 
communities, publicly owned systems are also found in large 
urban areas such as Los Angeles, Long Island, San Antonio, 
Sacramento, Nashville, Jacksonville, and Memphis. 18
Residential customers of investor-owned utilities (IOUs) 
commonly pay electricity rates roughly 20 percent higher than those paid by public power customers. Commercial IOU customers pay rates 11 percent higher. Industry studies suggest that most of public power's price advantage is due to the fact of public ownership itself; locally controlled public utilities often can be especially responsive to customers' needs and do not need to pay dividends to private shareholders. At the same time, public utilities-through payments in lieu of taxes and payments to municipal general funds-contribute substantially more to state and local governments than do private utilities through taxes. During the 2000 California electricity crisis municipally owned utilities were also able to maintain lower costs and provide secure ongoing service.*   A number of public utilities have pioneered ways to protect the environment and improve sustainability by promoting conservation and by becoming industry leaders in the use of wind, solar, geothermal, biomass, hydroelectric power, and other renewable sources of energy.19


Related both to the new forms of local public ownership and the experience with municipal electric utilities is the question of privatization. Columbia University professor Elliot Sclar's studies suggest that many of the hoped-for gains of contracting public services to private firms have proven to be exaggerated or illusory. Superficial assessments, he notes, often ignore the high costs of monitoring and rewriting contracts to maintain quality control. In addition, often cost savings are simply the result of lower-quality services. Sometimes corruption enters into the picture. It is estimated that difficulties in the privatization of waste collection in New York City, for instance, cost businesses $500 million.20
There is evidence, however, that the threat of privatization can sometimes improve the efficiency of public enterprise, even when privatization does not, in the end, occur. Stephen 
Goldsmith, a former Republican mayor of Indianapolissubsequently a high-level adviser in the Bush administration 
and as of this writing the chairman of the Corporation for 
National Service-ran for election on a platform of widespread privatization. After taking office as mayor, Goldsmith 
became convinced that "competition-not privatization per 
se-provided the key to improving city services and reducing 
costs." Public employees were allowed to bid on city contracts, and to redesign their offices and operations in the 
process. Public employees won a majority of the first sixty 
contracts put out to bid, with estimated savings of $135 million in the program's first three years.21


Sclar's assessment is that much of Goldsmith's achievement was also related to his administration's "ability to 
exhibit a genuine willingness to take the unit's employees 
seriously. Goldsmith, in effect, officially sanctioned [them] to 
go ahead with changes that the employees had wanted for 
more than a decade."22
The result-a creative integration of the (local) public 
ownership and democratization principles of the Pluralist 
Commonwealth vision-defines an obvious area for development and refinement as the fiscal crisis continues to force 
further change.
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Building Community
Neighborhoods and Nonprofits with a Mission
[image: ]1HE BEDFORD-STUYVESANT neighborhood in Brooklyn, 
New York, was hit hard. Redlining by banks, blockbusting by real estate speculators, and extortionate rents devastated low-income housing. Between 1940 and 1960 
"Bed-Stuy" went from three-quarters white to almost 85 
percent African American and Latino. Nearly 30 percent of 
families lived on less than $3,000 a year. Infant mortality was 
the highest in the nation.'
Was there anything that could be done? Especially given 
that public funds available were inevitably minimal compared to the scale of need?
Some things were obvious. First, local residents themselves would have to take the lead. Second, if public support 
was not going to do the job, some other source of funding 
would have to be found. Third, anyone who expected a quick 
fix was naive. The only way forward was to think long-termand to start organizing now to solve immediate problems, 
step-by-step, in a manner that also laid foundations for an 
approach that might ultimately build to a new answer.
But this required a new institutional form-one that combined the community-serving mission of a nonprofit organization with the wealth-building and ownership capacities of 
an economic enterprise.
The neighborhood-based Community Development Corporation (CDC) grew out of such circumstances-a hybrid self-help entity that operates at both the community-building 
level and the economic level, and that exhibits micro-level 
applications of Pluralist Commonwealth principles. The 
Bedford-Stuyvesant Restoration Corporation-a CDC 
developed in the 1960s with the bipartisan support of then 
senators Robert F. Kennedy and Jacob Javits-helped set the 
terms of reference for an institution that can now be found 
in thousands of communities.


In its initial ten years of operation, the Bedford Stuyvesant 
Restoration Corporation provided start-up capital and other 
assistance to 116 new businesses, helped create 3,300 jobs, 
arranged training programs or new jobs for 7,000 local residents, and renovated or built some 650 new housing units.2 
It also launched and still owns a major commercial development (Restoration Plaza), a property management company, 
and a construction firm. It receives two-thirds of the profits 
of a Pathmark supermarket that had over $28 million in 
annual sales by 2001. The Bedford Stuyvesant Restoration 
Corporation also operates a two-hundred-seat theater and a 
revolving loan fund for local start-up businesses. As of 2002, 
the CDC had roughly $26 million in assets. Its 2002 budget 
was $10.5 million, $7 million of which was funded by 
income from rental and other commercial ventures.3
Another leading example is the New Community Corporation in Newark, New Jersey, a CDC established after 
urban riots during the 1960s left many dead and over a 
thousand injured. New Community now owns an estimated 
$500 million in real estate and other ventures, including a 
shopping center, a supermarket, and three thousand units 
of housing. New Community Corporation enterprises 
employ 2,000 neighborhood residents and create roughly 
$200 million in economic activity each year. Profits help 
operate day care and after-school programs, a nursing 
home, and two medical day care centers for seniors. Proceeds from business activities help support job-training, 
educational, health, and other programs.4 The New Community Corporation also runs a Youth Automotive Training Center; young people who complete its courses are guaranteed jobs offering $20,000-plus starting salaries.5


A well-known rural example is the Kentucky Highlands 
Investment Corporation. This CDC provides both venture 
capital and small-business loans to assist rural firms. Over 
the last several decades Kentucky Highlands has made or 
helped generate more than $175 million in investments in 
140 companies, creating some 7,900 jobs in rural southeast 
Kentucky. It has assets of roughly $30 million.6
Since the 1960s almost four thousand neighborhoodbased CDCs have come into existence in U.S. communities. The majority are not nearly as large and sophisticated 
as the leaders, but all employ wealth-related principles to 
serve "small publics" in geographically defined areas. The 
assets that the far more numerous smaller CDCs commonly develop center, above all, on housing, but many also 
own retail firms and, in several cases, larger businesses.?
The more than thirty-five-year developmental trend that has 
produced the modern CDC is intimately related to the U.S. 
political economy's declining capacity to address problems 
of inequality and poverty directly through redistribution or 
through major job-creation strategies. Fiscal considerations 
have set the terms of reference from the beginning. At the 
time of the 1960s "War on Poverty," which gave the institution its first major backing, the Johnson administration 
explicitly rejected as financially and politically infeasible a 
large-scale public jobs program to deal with poverty in a 
more explicit and comprehensive manner.8
The trajectory of development has also been instructive. 
The first generation of CDCs began with a broad strategic 
conception that directly echoed Pluralist Commonwealth 
themes. The initial goal involved a community-building vision 
and included the provision of services, the ownership of productive enterprise, and advocacy on behalf of local residents. 
As the political scientist Rita Mae Kelly observes, institutional development, community control, and community ownership of property and other resources were "expected to 
foster, support, and sustain the development of managerial 
and entrepreneurial leadership within the community-and 
to keep it there."9


The advent of the Nixon administration, decisions by the 
Ford Foundation, and generally reduced funding in the Reagan years forced many CDCs to alter their initial approach. 
Two important ideas of the early period-direct ownership of 
assets beyond housing and community organizing and advocacy-were often abandoned or reduced to minor functions. 
Instead, most CDCs concentrated primarily on an important 
but narrow form of wealth ownership (the development of 
low-income housing); and secondarily on technical assistance 
and small-business loans to individual entrepreneurs. io
The basic concept, however, proved to be resilient. The 
number of CDCs expanded steadily; more than a thousand 
new CDCs emerged during the Reagan era alone. CDC 
housing development was strongly assisted by special tax 
incentives for investors who helped CDCs and others build 
low-income housing. (Numerous financial intermediaries 
now develop and market tax-based packages to facilitate the 
financing of a broad range of efforts.)" I Although CDCs 
encountered financial difficulties, and some were victims of 
poor and occasionally corrupt leadership, the overall trial 
and error learning curve was impressive. 12
Community Development Corporations also developed a 
number of new strategies that added to their strength during 
this period. "The lack of federal support," former Local Initiatives Support Corporation (LISC) president Paul Grogan 
and his coauthor Tony Proscio point out, "meant there was 
no federal bureaucracy prescribing what was supposed to 
happen." They go on:
"CDCs were free to develop and pursue their local agendas. And as they scrounged for dollars and technical help, 
they were building a web of relationships and a diversified 
funding base that would be with them for the long term, not 
for the short cycle of the latest federal program.... CDCs in city after city are now raising capital both for projects and for overhead from a wide range of charities, banks and other financial institutions, private corporations, city governments, and increasingly, state governments." 13


CDC development also capitalized on the achievements of a parallel citizens movement that used the Community Reinvestment Act to fight redlining by banks-thereby helping allocate more than $60 billion to neighborhood investment by the early 1990s. The emergence of new Community Development Financial Institutions (CDFIs) like Chicago's South Shore Bank (now "Shore Bank") also provided new support for neighborhood development. During the Clinton years federal legislation gave CDFIs-and thus also CDCsa further significant boost.14
A number of organized support efforts have also been critical. One of the most important, the Local Initiatives Support Corporation was established with broad foundation and corporate backing. Since 1979 LISC has raised over $4 billion-and leveraged almost $7 billion in additional investment-to help some 1,700 CDCs. In a development that acknowledged both the CDCs' important role and the coming-of-age of the movement in general, former Clinton treasury secretary Robert Rubin accepted chairmanship of the Local Initiatives board in 1999.'15  
Some critics charge that in turning primarily to housing production during the second phase of development, many CDCs lost touch with their local communities. Urban Studies professor Robert Fisher writes that most "avoided political controversy, were dominated by professionals with a technical 
orientation, had narrow membership bases, and rejected 
social action activity." On the other hand, another close 
observer-Andy Mott (at the time executive director of the 
Center for Community Change) -concluded in 2000 that an 
"increasing number of CDC coalitions are offering community organizing training to their members, and CDC associations ... have taken on-and won-major policy battles on 
jobs, housing and reinvestment." 16


In general, housing production remains central to Community Development Corporation efforts-along with the principle of public-benefiting ownership. Roughly three-quarters 
of new or rehabbed housing units are owned directly by the 
CDC that produces them. In addition, by 1998 CDCs had 
developed 71 million square feet of commercial and industrial space.17
In recent years a number of CDCs have also begun to 
explore (and return to) the broader ownership ideas envisioned in the early years of their development. Inspired in 
part by New Community Corporation's successful ownership of a supermarket, LISC established the Retail Initiative 
in 1994 to help CDCs develop shopping centers anchored 
by supermarkets or other large retailers in their neighborhoods. By 2002 the Retail Initiative had committed over $20 
million to ten major projects in New Haven, Connecticut; 
North Philadelphia; Chicago; and other cities.ls
The experience of Dudley Street Neighborhood Initiative 
in Boston-a nonprofit community-based institution similar 
to a traditional CDC-suggests additional possibilities for 
future change. The Initiative has won the right of eminent 
domain to acquire abandoned parcels of land, a unique 
development in modern urban policy. The Initiative also 
manages residential properties as part of a community land 
trust and has established several village commons, a series of 
"Tot Lots," two community centers, and commercial developments at key points in the neighborhood. 19


In general, a 1998 survey found 40 percent of urban 
CDCs reported owning and/or operating a business (34 percent of rural CDCs did so). Over half also reported some 
form of business-lending activity with a total of nearly $2 billion in outstanding loans.20
Substantial economic projects continue to be exceptional. 
However, given the level of experience developed over the 
past several decades-and the example being set by the leaders-increasing numbers of CDCs appear likely to slowly 
broaden their ownership focus beyond housing and commercial real estate development in coming years.21
Louis Winnick of the Institute for Public Administration suggests that the "meteoric growth of CDCs and related grassroots initiatives owes much to their appeal across the 
political spectrum." As he observes: "The anti-statist Right 
saluted community development as a proxy for government, 
which might shield the succored poor from the dead hand of 
bureaucracy... On the opposite end of the ideological 
spectrum, radical activists envisioned community-based 
organizations as weapons of political empowerment, instruments to liberate the poor from chronic neglect."22
Many states and local municipalities now back CDC 
activity-both directly and indirectly. In cities with a large 
number of cooperating CDCs, local governments have often 
become active development partners, making foreclosed 
properties available to them or earmarking Community 
Development Block Grant funds for housing subsidies. Particularly innovative state programs include New York's 
Neighborhood Preservation Companies Program, the 
North Carolina Community Development Initiative, and 
two efforts of the Commonwealth of Massachusetts: the 
Community Economic Development Assistance Corporation and the Community Enterprise Economic Development Program, the latter of which provides both financial 
and technical assistance to CDCs in economically 
depressed communities.23 


Federal programs also provide significant support to 
CDCs, including Community Development Block Grants, 
the HOME Program, the Low Income Housing Tax Credit, 
and Empowerment Zone/Enterprise Communities tax credits. One of the last pieces of legislation of the Clinton administration, the Community Renewal Tax Relief Act of 2000, 
provides additional "new-market" tax and other assistance. 
The 2000 Act-which enjoyed the broad backing of Republican leaders in the House of Representatives-also suggests 
the potential for expanding the base of political support for 
housing and other wealth-ownership principles at the community and neighborhood level.24
There is little likelihood that the social and financial pressures 
that helped produce the CDC hybrid will let up-or that the 
steady step-by-step developmental trend will come to a halt. 
Indeed, given the fiscal problems facing the nation, the 
prospect is for more rather than less pressure to create additional forms of ownership-and of further forms of revenuegenerating institutional change. Community organizing and 
advocacy efforts by CDCs also appear likely to increase.
Other nonprofit organizations with a service mission at the 
community, state, and national levels have picked up on the 
underlying principles exhibited by CDC development-and 
here, too, it is clear that the overarching fiscal crisis is producing forces that make ongoing evolutionary development 
all but certain.25 Esperanza Unida, Inc., in Milwaukee suggests some of the possibilities.
Esperanza Unida began as an organization that initially 
focused on helping Hispanic workers deal with workplace 
issues and file unemployment and worker's compensation 
claims. In the early 1980s it started running businesses with 
a dual mission-raising funds for other operations and training. In what came to be called the "Training Business 
Model," Esperanza Unida now employs local citizens in 
enterprises involved in auto repair, construction, printing, 
child care, customer service skills, and welding. It also runs a coffeehouse/bookstore, ~Que Pasa?, which hosts community events and offers books and periodicals in both Spanish 
and English. Roughly 50 to 70 percent of Esperanza Unida's 
annual revenues come from its business activities.26


Pioneer Human Services in Seattle, Washington-an 
organization initially established with donations and grantsis now almost entirely self-supporting. It provides drug-andalcohol-free housing, employment, job training, counseling, 
and education to recovering alcoholics and drug addicts. Its 
annual operating budget is $54 million-over 99 percent is 
earned through fees for services or sales of products.
Pioneer Human Services and its subsidiaries own and manage a light-metal fabricator that employs people traditionally 
thought to be unemployable and that has contracts with Boeing, Xantrex, Leviton, and others; a Food Buying Service that 
distributes roughly 7 million pounds of food to nonprofit 
organizations in twenty states; a 132-room St. Regis Hotel 
that offers drugand alcohol-free housing for tourists and lowincome individuals; and a 150-seat Mezza Cafe, along with its 
satellite, Pronto, and two smaller Mezza Cafes.27
The Roberts Enterprise Development Fund in the San 
Francisco Bay Area works with nonprofit umbrella organizations. These, in turn, have operated roughly twenty businesses-from thrift stores and janitorial services to a bakery 
and a furniture manufacturer-that also both make money 
and help specific groups in the community. Revenues grew 
from $10 million in 1997 to $20 million in 2000, with profits increasing from $230,000 to $630,000. Enterprises target 
specific employee/trainee populations-including landscaping and packaging and shipping services for individuals with 
developmental disabilities; bike repair training for young 
people; and a cleaning service, a cafe, and a temp agency that 
provide jobs for individuals with psychiatric disabilities.28
Educational and health institutions in many areas, of 
course, have also long operated as nonprofits-in-business 
charging fees for services. A recent study found that in the 
twenty largest U.S. cities, sixty-nine of the two hundred largest private enterprises (35 percent) were universities and medical institutions, most of which were nonprofit. In four cities-Washington, Philadelphia, San Diego, and Baltimore-what the study called "eds" and "meds" accounted for more than 50 percent of all jobs generated.29


Some analysts who have studied hybrid nonprofits have raised serious questions about whether important service missions may be compromised by their economic activities; and several have suggested guidelines to maintain institutional integrity.30 Conversely, others point out that by reducing the reliance of organizations on public (often politically influenced) funding and from foundation and individual donor support, new sources of revenue can often produce offsetting advantages in terms of institutional independence.
Such questions are certain to take on increasing urgency as time goes on. Given the fiscal pressures driving change and the growing support the strategies are beginning to attract, the trend is unlikely to be reversed. The real question is how the conflict between organizational goals can be managed intelligently-and whether those concerned with critical public missions organize themselves to ensure the integrity of the various efforts.*31  
A recent Chronicle of Philanthropy study estimates that over $60 billion was earned from business activities by the fourteen thousand largest nonprofits in 1998. Income from fees, charges, and related business activities is estimated in other studies to have grown from 13 percent of nonprofit social service organization revenues in 1977 to 43 percent in 1996.32
A powerful indication of the developing and likely future trend-and of the growing sophistication of Pluralist Commonwealth-related strategies in general-is Harvard 
Business School's decision to launch a new "Initiative on 
Social Enterprise" offering research, teaching, and other programs to "catalyze ... nonprofit, private, and public sector 
enterprises for the creation of social and economic value." 
Similar programs are under way at Yale, Stanford, and several other business schools.33
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State and National Innovators
[image: ]JUST BELOW THE RADAR OF conventional media reporting, 
a number of larger efforts based on Pluralist Commonwealth principles have also emerged in recent years, especially at the state level. Some are new and innovative; many 
are in advanced stages of development; several others illustrate long-standing but little-discussed practices that are 
likely to be extended if current trends continue-and if states 
continue to function in the future, as they have in the past, 
as laboratories for subsequent national activity.
Particularly interesting are a group of sophisticated developments that point in the direction of practical-even dramatic-applications of the most radical and far-reaching 
system-wide Pluralist Commonwealth strategies.
The Individual Development Accounts (IDAs) reviewed in 
Chapter 1, which match savings of the poor to build wealthownership, are no longer a matter of theory. Since 1990 some 
five hundred different projects and more than 20,000 IDA 
holders have been established. One of the most important is a 
four-year test conducted by the Corporation for Enterprise 
Development and the Center for Social Development, which 
has found that significant savings by even very low income 
participants can be achieved through IDA strategies. i
The federal government has also begun testing IDAs. Provisions for allocating funds to IDAs were included in the welfare reforms of 1996 (TANF, Temporary Assistance to Needy Families). Passage in 1998 of the Assets for Independence Act established a five-year, $125 million demonstration effort aimed at creating roughly 50,000 IDAs. (As of 2003, $95 million had been appropriated.) Unexpected political alliances have also appeared in connection with this strategy. Significantly, the Bush administration included substantial funding for the Clinton-initiated IDA concept in each of its first four budgets.*2  


Shortly after passage of the Assets for Independence Act, 
the St. Louis Post-Dispatch commented, "It's hard to decide if 
this is radical policy or an outgrowth of conservative economic ideals. Legislators who supported the idea in Congress didn't bother deciding. They came from both sides of 
the political aisle."3
Historically, several states have had considerable experience 
with the application of larger-scale Pluralist Commonwealth 
principles. The Bank of North Dakota-founded in 1919currently has nearly $2 billion in assets. The bank's earnings 
(net income) now provide the fifth-largest source of revenue 
for the state government; an estimated $75 to $80 million will 
be returned to North Dakota for the two-year period, 2001 to 
2003. The bank makes student loans (27 percent of the total), 
commercial loans (33 percent), agricultural loans (17 percent), 
and residential loans (23 percent). Return on equity was 21.3 
percent for 2000, a year of record profitability; it was still 18.7 
percent in 2001, a year of national economic difficulty.4
The Wisconsin State Life Insurance Fund, in operation 
since 1911, is also instructive. The fund has assets of over 
$75 million, manages roughly thirty thousand active life insurance policies, and has coverage in force totaling over 
$200 million. The fund distributed between $3.7 and $3.9 
million annually in dividends to policyholders throughout 
the late 1990s. Premiums are 10 to 40 percent lower than 
comparable private insurance coverage. Such gains have 
been recorded even though the fund is subject to statutory 
restrictions-including a prohibition on advertising and 
maximum coverage of $10,000-which limit its capacity to 
compete with other companies.5


More recent state developments include venture capital 
initiatives that involve direct investment and stock ownership 
in local companies by state agencies. Though little discussed 
in the media, this form of public investment and ownership 
is extremely common. A recent National Governors Association survey found that more than half the states have allocated state funds to venture capital investments. Most 
involve direct investment by state agencies, often utilizing 
private firms to help manage the process.6
One of the most successful efforts, Maryland's Enterprise 
Investment Fund, provides promising high-tech start-ups with 
up to $500,000 in capital in exchange for equity shares and a 
guarantee from the firm that it will continue to operate in the 
state for at least five years. The fund has performed exceptionally well, investing $19 million in fifty-two Maryland companies and helping create an estimated 2,500 jobs as of this 
writing. From 1994 to 2002 the state made a 32 percent 
annual return on its investments-with total returns over $64 
million. Successful ventures range from such companies as 
Visual Networks of Rockville, a network management and consulting firm, to Gene Logic of Gaithersburg, which specializes 
in "gene expression" technology-that is, examining tissues to 
determine whether particular genes are turned "on" or "off."7
Similar programs in Connecticut and Massachusetts also 
have achieved significant returns while at the same time 
helping create jobs in their respective states. Connecticut 
Innovations' return on investment rose from 17.3 percent in 
1998 to 20.8 percent in 1999 to 39.7 percent in 2000. In 2001, a tough year when many high-tech investors lost money, it still managed a positive return (2.5 percent); and although along with many funds it experienced significant losses in 2002, its cumulative return for 1998 to 2002 was a respectable 8.4 percent. The Massachusetts Technology Development Corporation has invested in early-stage technology firms for a substantial period. Between 1980 and 2002 it recorded a 17.9 percent rate of return on total investments of $62 million in 115 companies.8


Assessments of such efforts are complicated by the fact that states commonly invest in ventures that one, have not already been selected as promising by private firms; and that two, offer the possibility of job creation and ancillary benefits of economic value to the state in question. Some state efforts have produced extremely positive results; others have achieved more modest gains, but in the process have contributed to larger state development goals.9
At the federal level, public ownership of stock in specific corporations is also a long-established strategy. In the recent airline bailout, for instance, the Bush administration demanded a ten-year option to purchase a third of America West's stock at $3 per share in exchange for federal guarantees that secured a $429 million loan. It granted a $900 million loan guarantee to US Airways-and received a 10 percent stake in the company in return.10
Similarly, in 1980 as part of a $1.5 billion loan guarantee for the Chrysler Corporation, the government received 14.4 million warrants (representing 10 to 15 percent of Chrysler stock). Again, the government through the FDIC took a controlling ownership position (over 80 percent) in connection with the 1984 $8 billion bailout of the Continental Illinois Bank (at the time the seventh-largest U.S. bank). Numerous other precedents can be traced back to World War II. *11  


We may add to this listing of Pluralist Commonwealth practices the long experience with public ownership of port 
authorities throughout the nation. By far the largest is the 
Port Authority of New York and New Jersey, which has 
approximately $16.9 billion in assets. The authority has 
planned, developed, and operated numerous enterprises 
that have been critical to the economic health of the 
region-including major airports and seaports, and the 
World Trade Center. In 2000 it paid $130 million in leases 
and payments in lieu of taxes to the cities of New York and 
Newark and to the states of New York and New Jersey. 
(Total payments were $96 and $140 million, even in the difficult years of 2001 and 2002.)12
The Port of Los Angeles owns several retail propertiesincluding Ports O'Call Village, a large retail shopping and dining complex that generates between $650,000 and $1.5 million 
annually, and another retail/restaurant complex, the West 
Channel development, which is expected to bring in $1.2 million in leases plus healthy percentages of gross receipts. In fiscal year 2002 the port generated $289.8 million in total 
operating revenue, with a net income of $96.9 million.13
The Port of Seattle manages a cruise pier and several container ship loading facilities, the Seattle-Tacoma airport, and a number of additional operations that lease commercial 
office space. In 2003 the port's operating revenues (from 
property rental, parking revenues, landing fees, etc.) were 
expected to exceed $375 million. When depreciation costs, 
accumulated tax income, and passenger facility charges are 
included, the port's total excess revenue in 2002 was projected to be $64 million.I4


Such activity is not restricted to large cities: the Marine 
Administration of Portland, Maine, holds fifty leasesincluding a twelve-acre naval shipyard, an inter-island ferry 
system, and a pier-which together generate more than $2 
million a year for the City. 15
The history and successful record of different forms of public pension funds offer additional Pluralist Commonwealth 
precedents. There are currently more than 2,200 public 
employee retirement system boards operating at the municipal, state, and federal levels. The boards manage roughly $3 
trillion in assets and have for many decades demonstrated 
the feasibility of public investment strategies. 16
One of the most conservative of all public agencies at the 
national level-the Federal Reserve Board-has had an 
employee pension and retirement fund in operation since 
1934. It manages roughly $8.2 billion in assets. Investments, 
as in most pension funds, are overseen by external fund managers. Again, the Federal Thrift Savings Plan, established in 
1987, involves some 2.4 million federal employees in a similar plan; it has roughly $100 billion in assets.17
In Part I we noted that a number of state pension funds 
have begun to explore new forms of public oversight to make 
corporations more accountable. Additional possibilities are 
suggested by other aspects of the experience of California 
Public Employees' Retirement System (Ca1PERS) and by 
Retirement Systems of Alabama.
Ca1PERS (in operation now for more than sixty-five years) 
oversees more than $137 billion in pension funds for 1.4 million plan members (employees, retirees, and survivors). In addition to previously discussed innovations, Ca1PERS maintains a domestic portfolio "focus list" that singles out poorly 
performing companies and companies with poor governance 
practices. The results are illuminating. Companies that have 
been singled out in a particular year regularly outperform the 
S&P 500 by roughly 14 percent in the five years after 
Ca1PERS draws attention to their failings. Ca1PERS also 
places a great deal of emphasis on information disclosure and 
the independence of boards of directors. As noted, Ca1PERS 
is also beginning to enforce transparency, environmental performance and other standards in its international investments 
(see pp. 60-61).18


Alabama-a conservative state in which fiscal pressures 
are particularly intense and in which traditional tax proposals are commonly blocked-is also actively pursuing 
Pluralist Commonwealth-related strategies. Retirement 
Systems of Alabama, which manages pension investments 
for state employees and teachers, has been in operation for 
more than sixty years. Under the direction of CEO David 
Bronner, it has aggressively invested in numerous local 
Alabama industries, in some cases also using its assets to 
help create worker-owned firms. Investments range from 
aerospace to tourism development and include, among others, $100 million in the Alabama Pine Pulp Company; $60 
million in a statewide golf course network, the Robert Trent 
Jones Golf Trail (maintaining a 33 percent ownership 
stake); and $250 million in Alabama-backed Ginnie Mae 
mortgages. 19
Retirement Systems of Alabama has a total of $22 billion 
under management. It also has invested in office buildings in 
such cities as Montgomery and has helped form two media 
conglomerates involving hundreds of local newspapers and 
thirty-six television and radio stations. Stock in these is 
jointly owned by Retirement Systems and the employees of 
the companies.
Even more interesting politically-and suggestive of possible other larger-scale future strategies-in 2002 Retirement Systems purchased a 36.6 percent controlling share of US Airways, in part to bring more jobs to the state.*20  


A somewhat different but even more suggestive effort is that of the Alaska Permanent Fund. The Alaska state constitution directs that a significant portion of revenues derived from oil development be allocated to the fund for further investment on behalf of citizens of the state. Earnings are used to increase the size of the principal, offset the impact of inflation on long-run returns-and most important, provide annual dividends to the residents of the state. In 2000, a high-payout year, each individual state resident, as a matter of right, received dividends of just under $2,000 (almost $10,000 for a couple with three children).21
Permanent Fund operations have been efficient and economically successful. Competitively hired external managers invest roughly $25 billion in assets. In 2000 the fund earned an overall 9.18 percent rate of return, a figure well above expected benchmarks for its diversified low-risk portfolio. Operating costs were a low 1.83 percent (leaving a 98 percent profit margin). By way of comparison, the S&P 500 ended 2000 up 7.24 percent. During the stock market collapse of 2001 and 2002, the Permanent Fund outperformed its benchmark investments and also had operating costs below those of comparable large funds.22
Income inequality in Alaska is lower than most other states, and-unlike every other state and the nation as a whole-Alaska registered a decline in income inequality during the 1980s and 1990s. Research by University of Alaska economist Scott Goldsmith indicates that Permanent Fund operations played an important role in producing the recorded gains.23
Ca1PERS, Retirement Systems of Alabama, and similar efforts offer precedents for using investment strategies to achieve greater public oversight of corporate practices and to help achieve state and community economic goals. The Alaska Permanent Fund takes us one step further. It is an on-the-ground operating system that demonstrates the feasibility of the kinds of far-reaching proposals offered by Roemer, Meade, and Kelso-and of the Public Trust concept of the Pluralist Commonwealth. Although each approach differs in specifics, all are based on the principle that capital can and should be accumulated and managed in ways that provide individual citizens with an income stream from publicly backed investments."  
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Coda
The Democratization of Wealth 

and the Era of Deepening Fiscal Crisis
[image: ]SEW OBSERVERS HAVE AS yet grasped the extent-or fur- ther possibilities-of wealth-related strategies that benefit the public directly. It is obvious, however, that a great deal 
of hands-on experience now offers practical backing for 
ideas at the heart of the Pluralist Commonwealth visionincluding (among others) worker ownership, cooperatives, 
municipal ownership, neighborhood ownership, nonprofit 
ownership, individual development accounts, and a wide 
range of major public investment strategies. There is also evidence that such efforts can be efficient, especially if adequate 
attention is paid to developing and refining management, 
training, and other strategies over time.
It would be a mistake either to exaggerate or to minimize the 
developments. On the other hand, the steady expansion of several of the most significant new forms has been impressive. In 
recent years the number of Employee Stock Option Plan firms 
has increased from a few hundred to more than eleven thousand; Community Development Corporations have grown 
from a few hundred to nearly four thousand. Municipal enterprise, though less well studied, is on the rise in cities across the 
nation. In other areas, long-standing experience-as with public utilities and pension funds-offers solid evidence both of 
the economic and political viability of larger wealth-owning 
approaches. Former New York State comptroller H. Carl 
McCall is also almost certainly correct to predict "a renewed 
era of activism by public institutional shareholders." 1


Viewed in larger historical perspective, what stands out is 
the simple fact that the last several decades have established 
practical and policy foundations that offer a solid basis for 
future expansion. There is a body of hard-won expertise now 
available in each area-along with support organizations and 
technical and other experts who have accumulated a very 
great deal of direct problem-solving knowledge.
Significantly, in each area there has also been-and continues to be-a broad base of public backing for new 
approaches. Moreover, a converging trajectory of concern 
with community economic stability has added force to many 
of the newer strategies-especially as global economic pressures have intensified. As we have seen, a number of the new 
economic institutions are inherently anchored in local communities by virtue of their ownership structure.
Beyond this there has been growing recognition of the 
mutual interests of-and the organization of implicit 
alliances between-specific investors and firms, on the one 
hand, and engaged citizen groups developing new institutions, on the other. Tax benefits provided to corporations and 
retiring business owners have helped fuel ESOP development; other incentives provided to individual investors have 
helped CDCs develop low-income housing.
(The last several decades have also demonstrated that it is 
possible for new institutions to move beyond such origins. 
Thus, CDCs that develop momentum regularly transcend 
the limits of their initial financing strategies. Again, as ESOPs 
move toward majority ownership-at least in states that have 
been subjects of study, such as Ohio-they also begin to move 
increasingly toward greater democratic control.)
In general, and notwithstanding ideological opposition to 
government involvement in the economy, many of the new 
wealth-ownership efforts also transcend traditional left-right 
political distinctions-as is evident in connection with 
CDCs, ESOPs, bipartisan support of Individual Development Accounts, and the experience of mayors of both parties 
who embrace local public enterprise strategies. That a con servative state like Alabama can essentially socialize control 
of a major airline also suggests (win or lose) that politics in 
the future may well be far more open to innovative change 
than is commonly assumed.


The emerging direction is not without major challenges. 
Much greater democratization of CDCs, worker-owned 
firms (of all kinds), and other wealth-related institutions is 
clearly a priority for those seeking more far-reaching change. 
So, too, are new strategies to deal with the difficulties facing 
nonprofit organizations struggling with the conflict between 
service goals and economic support activities. Municipalities 
must not be allowed to raise fees for basic services in the 
name of new principles. Greater and more sophisticated citizen accountability and oversight of public pension investment efforts like those of CAPERS and Retirement Systems 
of Alabama need to be developed to ensure that worker, 
community, and other concerns are fully taken into 
account.2 On the other hand, Americans already know-and 
in the future are likely increasingly to understand in their 
own communities-that a variety of ways of owning assets on 
behalf ofsmall and large publics are now feasible.
What may well be of decisive importance in the coming 
period is that even as the various developments have gone 
forward, the nation as a whole has begun to move into a radically new and unrelenting fiscal environment-one that 
promises to force ever greater attention to strategies that 
offer ways to produce additional resources at all levels. Projections for the coming decade alone suggest a combined 
federal fiscal deficit that could easily reach more than $5 trillion-indeed, $7.5 trillion if Social Security Trust Fund 
reserves are left aside!3
Nor is it likely that there will be an early reversal of the 
growing fiscal crisis. For one thing, the ongoing occupation of 
Iraq is likely to demand continuing large-scale financial support. Much more important is that the Bush tax cuts, though 
dramatic, are by no means unique. Indeed, fundamental and long-developing political-economic trends have been moving 
in this direction for some time.


Corporate taxes, as we have noted, were reduced from 
35.4 percent of federal receipts in 1945 to 7.4 percent in 
2003. Taxation of individuals in top brackets has also been 
reduced over the span of the last several decades-from 91 
percent in the Eisenhower, Kennedy, and early Johnson eras 
to 35 percent today. And long before the Bush-era reductions (and proposed reductions), domestic discretionary 
spending by the federal government had moved down-from 
4.7 percent of GDP a quarter-century ago to 3.6 percent 
now, a drop during this period alone of roughly 25 percent.4
An even greater fiscal squeeze is likely as time goes on. Critically, spending on Social Security benefits and Medicare will 
continue to rise as the baby-boom generation retires. So will 
spending on Medicaid. Recent studies project these three programs alone may ultimately consume a larger share of GDP 
than all of the money the federal government collects in taxes.5
A radically new context thus is being shaped that is forcing-and will continue to force-very difficult choices. Either 
there will be no solution to many problems, or something 
new will have to be tried. The growing fiscal pressures-intersecting now with growing global uncertainties-are, in fact, 
producing a political-economic environment in which alternatives of the kind we have reviewed may well become the 
only feasible way forward in many areas.
Although it is impossible to predict the degree and extent 
of potential expansion, a developmental perspective on past, 
present, and possible future stages of institutional and political change suggests that we are approaching a point in time 
when once controversial and seemingly novel strategies 
based on Pluralist Commonwealth principles are likely to 
become matter-of-fact and commonplace in everyday life.6
As we shall see, the question of interest is how this development, in turn, might contribute to further, much larger 
order change as the demanding terms of reference for twentyfirst-century political-economic change continue to evolve.


 


PART III
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LOCAL DEMOCRACY 

AND REGIONAL 

DECENTRALIZATION
QUITE APART FROM CHANGES in wealth ownership, the Pluralist Commonwealth vision rests firmly on the principle 
(following Alexis de Tocqueville, John Stuart Mill, and several modern writers) that over the long haul rebuilding local 
democracy with a small d, from the bottom up, is a necessary though obviously not sufficient requirement of renewing the basis of meaningful Democracy with a big D in the 
political-economic system as a whole.
At one level, this means nurturing the conditions in which 
networks of civil society associations can flourish. At 
another, it requires strategic changes that foster opportunities for more meaningful participation in local governmental 
decision making. Both, in turn, require more stable and 
robust local community economies.
The conventional wisdom is that the era of globalization 
makes such community priorities-especially local economic 
stability-all but impossible to achieve. The reality, however, 
is that sectoral changes and a broad range of economic, 
social, and psychological factors have begun to converge toward a resurgent community-building paradigm that complements the evolving wealth-oriented developmental trajectory. In addition, further opportunities for support appear 
likely to develop in connection with problems confronting 
specific groups concerned with environmental issues, on the 
one hand, and gender-related matters, on the other.


At quite another level of emerging change, a variety of 
domestic and global forces have begun to set the terms of 
reference for extensive forms of decentralization that have 
important implications for longer-term Pluralist Commonwealth regional ideas.
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Is Local Democracy Possible 

in the Global Era?
[image: ]T -UST COMMUNITIES-AND therefore community democ~ . Bracy-rise and fall with every shift in the global economic winds? Can Americans ever really take charge of their 
common community life, given the realities of the modern 
political economy?'
Beyond this, might we have the wherewithal-the experience, knowledge, political sophistication-to one day achieve 
the idea of community?
Historical perspective provides insight into a critical economic trend which suggests that the economic stability 
required for a new community-based democratic vision is 
likely to become increasingly feasible in the coming period.
Fully 31 percent of the nation's nonfarm workforce were 
involved in manufacturing at the midpoint of the twentieth 
century, in 1950. By 1970 such employment had slipped to 
25 percent. By 1990 it was 16 percent. As of 2003 those 
working in the manufacturing sector numbered only 11 percent of the labor force-and this figure is projected to decline 
to approximately 9 percent by 2045. Some experts expect 
that a mere 5 to 7 percent of the economy will be involved in 
manufacturing long before that time.2
The U.S. economy has for many years been dominated 
by services-a sector that is far more locally oriented and 
much more stable than manufacturing. Importantly, many 
service-sector industries are also much less dependent 
upon-and responsive to the vagaries and instabilities of global trade. Only approximately 5 to 7 percent of U.S. 
services are exported.3


Despite other problems associated with the larger trends, 
that more stable, locally oriented economic development is 
increasingly favored by sectoral changes even in an era of 
increasing globalization is documented in recent studies of 
the already high degree of localization of economic activity. 
"About 60 percent of U.S. economic activity is local and 
provides residents with the goods and services that make 
their lives comfortable," observes economist Thomas 
Michael Power. "This includes retail activities; personal, 
repair, medical, educational, and professional services; construction; public utilities; local transportation; financial 
institutions; real estate; and government services. Thus 
almost all local economies are dominated by residents taking in each other's wash."4
Power reports that locally oriented economic activity 
increased from 42 percent in 1940 to 52 percent in 1980. 
Over the roughly two-decade period between 1969 and 1992 
"the aggregates of retail and wholesale sales, services, financial and real estate, and state and local government" have 
been making up "a larger and larger percentage of total earnings, rising from 52 to 60 percent."5
Paul Krugman offers a summary judgment: "Although we 
talk a lot these days about globalization, about a world grown 
small, when you look at the economies of modern cities what 
you see is a process of localization: A steadily rising share of 
the work force produces services that are sold only within 
that same metropolitan area."6
The long-term sectoral trends also have reduced the importance of location-related efficiency considerations that conflict with policies aimed at greater community stability. 
Opponents of policies designed to help local community 
economies have traditionally held that firms must be allowed 
to locate wherever managers think best. Many such arguments, however, are implicitly based on the assumption of a manufacturing-dominated economy-that is, one in which 
economic activity historically had to locate near raw material 
sources and transportation hubs, starting with water and 
evolving to rail and air.


Some service industries (e.g., international banking) 
require networks of related businesses, but most are not 
nearly as wedded to places that happen to provide access to 
natural resources or to cheap transportation. In addition, 
advances in communication technologies have made it economic for firms to locate in a number of different areas.
Community-oriented strategies throughout the nation now 
regularly build upon these realities to achieve greater stability. Some stress bottom-up development utilizing conventional tax, loan, procurement, and other strategies. Others 
emphasize measures that enhance the local community's 
physical and social environment so as to attract professionals 
and others looking for a supportive community in which to 
live and raise children. Successfully attracting new arrivals, 
in turn, stimulates new services, construction, and other economic activity. Attracting retirees and their pension income 
flows can also help bolster community stabilization effortsa factor of increasing importance as the baby-boom generation reaches retirement age.7
In recent years numerous other policies have been developed to retain jobs, build greater local self-reliance, and 
increase local economic "multipliers" so that money spent in 
a community recirculates to produce additional jobs. In addition to tax, loan, training, and other traditional approaches:
• State governments now regularly target public procurement to boost local economies. Community-based small 
businesses, for instance, can receive a 5 percent preference 
on bids for state contracts in California, New Mexico, and 
Alaska. Louisiana allows a 7 percent preference for products "produced, manufactured, grown, harvested, or 
assembled" in the state.8


• Many cities increasingly use public contracts to help 
neighborhood-anchored Community Development Corporations-and to simultaneously improve the delivery of 
government services (roughly half the municipalities in a 
recent survey).'
• Publicly sponsored "buy local" programs are also widespread. The Rural Local Markets Demonstration in central 
North Carolina identifies products, services, parts, and 
raw materials that manufacturers would like to purchase 
locally-and then assists other local firms with the development of such products and/or helps establish new local 
firms to fill the supply gap.10
• Pension funds now also regularly seek ways to enhance local 
economic health. More than half the states have established 
Economically Targeted Investment programs to target 
investment to help communities. Several independent laborbacked programs-for example, the Landmark Growth 
Capital Fund and the Pittsburgh Regional Heartland 
Fund-also involve geographically targeted investments.I I
As we have noted, an obvious line of convergence has also 
emerged between stabilization strategies and many new 
institutional efforts. Precisely because worker-owned firms, 
community development corporations, co-ops, municipal 
enterprises, and related efforts are increasingly regarded as 
important to achieving broader community economic goals, 
they have received additional backing from many states and 
localities (see Chapters 7, 8, and 9).
Research on the costs of "throwing away cities" has added 
to the economic arguments that favor new localist strategies. 
Allowing existing public and private investments in transportation, office buildings, schools, homes, and other local 
infrastructure to go to waste when companies leave town for 
small (possible) private advantage-and then having to 
rebuild them elsewhere-obviously creates very large 
expenses that, if saved, can significantly offset the costs of 
community-oriented policies.


One recent estimate is that taxpayers spent roughly $65 
billion (2001 dollars) to pay for the infrastructure and other 
capital costs needed to serve individuals who moved out of 
declining cities to other locations over the 1980 to 1999 
period. Work by University of Maryland researcher Tom 
Ricker suggests that adding private costs (e.g., redundant 
houses, stores, factories, etc.) brings the figure to over $350 
billion-not including lost tax revenues and increased social 
spending borne by specific communities when jobs decline 
and citizens leave town.I2
At the national level, both political parties have also shown 
themselves responsive to the practical and philosophical elements of a community-building paradigm-and to the concerns of local constituents. Among the many federal policies 
and precedents that now exist (and that suggest possible 
directions for future development) are:
• The strategic targeting, currently, of public contracts by 
federal agencies to small businesses in "HUBZones" (Historically Underutilized Business Zones)-that is, areas that 
have a high proportion of low-income households or those 
experiencing high unemployment. 13
• Trade Adjustment Assistance to communities experiencing dislocation as a result of imports. Workers receiving 
TAA are eligible for an additional fifty-two weeks of 
income assistance (beyond the standard twenty-six weeks 
unemployment insurance) and for a variety of training 
and other programs.14
• The Community Adjustment and Investment Program, 
which uses funding from the North American Development Bank to make loans and grants to specific economically depressed communities.I5
• Community Development Block Grants, which in fiscal 
year 2004 will provide $4.4 billion in support to various 
locally selected, largely community-based efforts.16


• The Empowerment Zone/Enterprise community programs, which, as of this writing, are expected to involve 
over $1 billion in public subsidies in 2004.17
• The previously cited New Markets Initiative, passed as 
part of the Community Renewal Tax Relief Act of 2000, 
which will make several billion dollars of federal tax credits available in the next six years. The credit (30 percent of 
funds invested) is available to specially certified entities 
that make investments in low-income communities.18
Unusual and often unexpected political alliances have developed around more controversial issues of importance to community stability-including the left-right coalition that blocked 
several "free trade" initiatives. After the passage of NAFTA in 
1993, Congress refused Clinton administration requests to 
reestablish expired "fast-track" authority, which facilitates 
presidential trade negotiations. Again, fast-track legislation 
proposed by the Clinton administration in 1997 was withdrawn when it became clear that it faced substantial opposition 
in both parties, and as concern about the proposed Multilateral Agreement on Investment began to develop force. 19
Although the Bush administration won approval of such 
authority (calling it "Trade Promotion Authority") in 2002, 
it did so only after yielding several major points of contention-especially those that impacted local communities. 
Among other things, Republicans from textile-producing 
states (in particular, North Carolina) secured language 
requiring that duty-free textile imports from the Caribbean, 
Africa, or Latin America be made with fabrics dyed and finished in the United States.20
The Bush administration also yielded much of the substance of the issue in connection with support for agricultural subsidies and protectionist measures for the steel 
industry-in large measure because of the economic threat 
to communities in Ohio and Pennsylvania. Given ongoing 
unemployment problems and the growing pressure from 
both left and right, the likelihood is for more rather than less support for trade measures of importance to specific communities in the future.*21  


In connection with virtually every policy advance-local, state, and federal-there has been conflict, interest-group bargaining, and debate concerning effectiveness and efficiency. Viewed in a larger historical perspective, what is significant is the long-term trend. Detailed scholarly studies of numerous specific policies confirm the expanding use and refinement of a variety of new tools aimed in one way or another at community economic stability. "Sometime after the mid-1970s," observes urban policy expert Peter K. Eisinger, especially on the state and local level there emerged "an intense preoccupation with economic development that has been marked by a level of consensus and expectation unusual in American politics."22
The growing force and political appeal of locally oriented strategies is also evident in organizing efforts by engaged citizens. Although many studies show a decline in national citizen participation, the United States in fact is in the midst of an extraordinary resurgence of local community-building efforts. A recent comprehensive survey by professors Carmen Sirianni and Lewis Friedland confirms the findings of many scholars, and concludes that Americans at the local level "have created forms of civic practice that are far more sophisticated in grappling with complex public problems and collaborating with highly diversified social actors than 
have ever existed in American history."23


The long-standing largely black BUILD alliance in Baltimore, for instance, challenges local insurance and home 
mortgage redlining, builds and rehabilitates homes, raises 
money for student scholarships, and-importantly-registers 
thousands of voters.24 Since 1976 Citizens for Community 
Improvement in Iowa has spearheaded opposition to corporate concentration in state agriculture, helped create financing 
for small farms and low-income rural and urban housing, and 
fought for enforcement of environmental air and water regulations. A youth organizing project works on projects ranging 
from gun violence and crime education to drug addiction.25
In San Antonio, COPS-Communities Organized for Public Service-combines research and planning with public 
mobilizations of Hispanic American voters and other lowincome groups. In the last several decades COPS campaigns 
have produced funds for libraries, playgrounds, schools, street 
paving, sewers, flood protection, and other infrastructure 
improvements. COPS has also forced support for health clinics, state funding of a community college, and federal backing 
for affordable housing programs from the Department of 
Housing and Urban Development. Taken together, COPS's 
organizing efforts have secured an estimated $1 billion for 
neighborhood development from these and other sources.26
New forms of local labor-community alliances have broken 
down traditional barriers between organizations in several 
cities. In Chicago the Association of Community Organizations for Reform Now (ACORN) and the Illinois Coalition 
for Immigrant and Refugee Rights jointly lead a Grassroots 
Collaborative of community and labor groups working on living wage and health care campaigns. In Oakland, California, 
the Labor Immigrant Organizers Network (LION) helped 
the hotel employees' union, HERE Local 2850, successfully 
challenge corporate efforts to prevent union organizing. In 
turn, the union supported LION's efforts to organize local 
residents around immigration issues.27


In many cities-from Boston and Baltimore to St. Louis 
and Los Angeles-"living wage" campaigns have succeeded 
in requiring public agencies and their contractors to pay a 
wage that allows employees to support themselves and their 
families, commonly $9 to $10 per hour, plus health benefits. 
Cincinnati established a floor of $8.70 per hour with health 
benefits ($10.20 an hour without benefits) for all city 
employees or any business with a city contract over $20,000. 
New York's law requires a wage of $9.10 an hour plus benefits (or $10.60 an hour without benefits) for about fifty thousand workers.28
Several related initiatives have achieved formal structures of 
greater democratic participation within larger municipalities. 
In Portland, Oregon, each of ninety largely autonomous 
neighborhood associations drafts its own plans detailing the 
form of development that is acceptable to its neighborhood. 
The city of St. Paul, Minnesota, has seventeen elected District Councils, each of which has considerable authorityincluding zoning powers and control over the allocation of 
certain city services and capital expenditures.29
In Seattle, a Neighborhood Matching Fund allocates 
public funds for neighborhood-initiated projects when local 
residents match such support with their own contributions. 
Neighborhood District Councils made up of representatives 
of neighborhood organizations make specific recommendations for project funding. In Birmingham, Alabama, each of 
the city's ninety-five neighborhood associations makes decisions about how public funds will be spent-with each also 
receiving an allocation of federal Community Development 
Block Grant funds.30
Political scientists Jeffery Berry, Kent Portney, and Ken 
Thompson-who have studied St. Paul, Birmingham, Portland, and Dayton, Ohio, in depth-conclude that such efforts 
alter the balance of power between businesses and neighborhoods. Although "general" participation does not increase 
because of formal changes of structure, there is an increase in "strong participation activities"-for example, "being involved 
in neighborhood or issue groups, contacting such groups," or 
"working with others to solve problems" (as opposed, for 
instance, to merely "working in social or service groups or 
contacting government officials"). A telling outcome is that it 
is commonly all but impossible for developers to win approval 
of projects that are strongly opposed by a neighborhood association-even when the association does not have formal 
power to reject proposals. In general, Berry, Portney, and 
Thompson observe: "Neighborhood-based government draws 
easily on people's sense of identity with the area they live in. 
People know they are going to have frequent interactions with 
their neighbors, so even if they attend meetings infrequently 
they have a powerful incentive to think about long-term relationships in addition to the policy questions at hand."31


None of this is to say that a new day of participatory 
democracy has arrived. In most cities power still largely 
resides in the hands of traditional economic interests. In some 
cases, too, civil society organizations have lost credibility and 
are deeply compromised politically. It is to say, however, that 
there is growing evidence of change and of new longer-term 
possibilities. In many communities the developing trend of 
activist organizing and local policy change has followed a logic 
similar to that which has forced a reassessment in connection 
with a number of other matters of strategic importance.
An inability to achieve solutions to growing problems 
through traditional means has repeatedly driven home a 
painful reality. In case after case, the choice presented has 
been between no solution, and the ultimately critical decision to begin the arduous long-term process of rebuilding, 
step by step-at home, within reach, from the bottom up.
Over the last several decades, community-building themes 
and paradigms related to the Pluralist Commonwealth vision 
have also attracted increasing interest and important support 
from writers, academics, and activists representing different 
philosophical perspectives. We have noted the emphasis given such ideas by progressives ranging from Hannah Arendt and 
Jane Jacobs to Benjamin Barber and Michael Sandel. Along 
with many modern conservatives, William Schambra of the 
Bradley Foundation holds that "conservatism wasted much of 
[the twentieth] century futilely extolling the virtues of rugged 
individualism and the untrammeled marketplace in the face of 
America's manifest yearning for some form of community."32


Similarly, communitarian theorist Amitai Etzioni echoes 
the oft-heard judgment that the "most common antidotes to 
mass society" are "intermediary bodies"-but Etzioni 
quickly goes on to stress, "It is often overlooked ... that 
many of these bodies are not the vaunted voluntary associations, with their meager bonding power ... but communities, with their much stronger interpersonal attachments."33
Environmentalists Herman Daly, Thomas Prugh, and 
Robert Costanza begin with a different question but come to 
a similar conclusion: "[M] ost of the individual behaviors and 
attitudes that support sustainability are best nurtured at the 
community level. The political structure and process necessary for a regionally, nationally, and globally sustainable society must be built on a foundation of local communities."34
Black scholars on both the right and the left now commonly 
also emphasize community-based themes. Thus, the conservative activist and writer Robert Woodson stresses, "The lives 
of young people cannot be salvaged through outside intervention that ignores the necessity of strengthening their communities." The progressive urban affairs and planning expert 
Sigmund C. Shipp emphasizes the importance of cooperative 
community-wide development: "The depth of the dilemmas 
that black communities face requires strategies that focus on 
the entire group and the total problem, that is, the collection 
of factors that constitute the quality of life of a community."35
Harry Boyte adds that such themes help reenergize a 
sense of commitment to "public work" in general.36 And 
Betty Friedan, speaking for many feminists, writes, "I've 
spent 25 to 30 years focusing on women's issues.... I see no 
solutions in terms of power blocks. What is needed is a new vision of community, a higher vision of the good of a whole 
community that transcends polarization of groups. Groups 
have been effective in the past in achieving equality. Now 
we're in a position where the only way progress can continue 
is through a new definition of community."37


Many analysts believe the growing interest at various levels 
in rebuilding the foundations of community is ultimately 
traceable to the psychological dead end that individualism 
has reached for large numbers of Americans, and from a profound-and ongoing-personal reassessment process: 
"[M]any of those we talked to," sociologist Robert Bellah 
observes, "realize that though the processes of separation 
and individuation were necessary to free us from the tyrannical structures of the past, they must be balanced by a 
renewal of commitment and community if they are not to 
end in self-destruction."38
Research by University of Chicago sociologist Robert K. 
Sampson offers a summary overview. Sampson finds that 
"calls for a return to community values" now appear "every- 
where"-especially (and, he urges, significantly) among the 
parents of the new generation: "Whatever the source, there 
has emerged a widespread idea that something has been lost 
in American society and that a return to community is in 
order.... Seeking an alternative to mainstream institutions 
such as old-line churches, urban sprawl, and market-induced 
conspicuous consumption, the baby boom is driving unforeseen demand for the good that is deemed community."39
The point is particularly important among those who will 
inevitably take over leadership of the nation-and of its communities-in coming decades. A recent survey found that 
two-thirds of young adults currently already do volunteer 
work in their own cities-and that a majority agree with the 
slogan "Think Globally, Act Locally." Two-thirds believe 
"the best way to make a difference is to get involved in your 
local community, because that's where you can best solve the 
problems that are really affecting people."40
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Community, the Environment, 

and the "Nonsexist City"
[image: ]MERICANS CONCERNED WITH the environment, on the 
lone hand, and gender-related issues, on the other, are also 
slowly coming to realize they now face systemically rooted 
challenges that are fundamentally different from those they 
once thought might easily be overcome. One clear requirement of a longer-run solution for both directly intersects with, 
and is likely to bolster, the strategic logic of the economically 
stable communities of the Pluralist Commonwealth vision.
Despite more than thirty years of modern achievement, the 
fact is many of the most important environmental trendsalways allowing for exceptions that prove the rule-continue to move in a negative direction. We may distinguish 
between three quite different types of progress with regard 
to the environment.
First are what may be termed "Type A" gains-absolute 
breakthroughs in connection with discrete problems-like 
the near total elimination of DDT and lead. These are 
important but limited in number and in overall impact. Second, "Type B," are a range of policies, programs, and regulatory efforts that serve to "do something about" a major 
environmental problem; but often their positive effect, like 
the effect of many efforts to deal with inequality, is insufficient to reverse (as opposed to slow down) a major trend. 
Thus, without various national and international strategies 
to curb global warming, things would clearly be worse-but the destructive negative trends continue nonetheless. Again, the 
rate at which wetlands have been lost has slowed-yet net 
losses in the 1990s continued at over fifty thousand acres a 
year. Gains have been made in average passenger car fuel 
mileage, but these have been overwhelmed by a rise in the 
numbers of cars, a shift to less efficient light trucks and 
SUVs, and a doubling of miles driven since 1970.1


Third are "Type C" achievements that actually reverse the direction of destructive long-term environmental trendsincluding those involving certain components of air and water pollution, and the cleanup of Lake Erie. Reductions in U.S. emissions of volatile organic compounds, sulfur dioxide, and carbon monoxide since 1970, for instance, range between 15 and 40 percent.2
The reality is that, despite several significant "Type A" breakthroughs and a very few important "Type C" trend reversals, most environmental gains have been in the "Type B" category. They have done useful things, but the positive achievements have not been adequate to reverse long-term negative trends. A recent study of quarter-century patterns by the National Center for Economic and Security Alternatives demonstrates a general worsening of ecological outcomes in twenty-one key environmental factors. (Exceptions are certain aspects of air and water pollution.) Similarly, research covering the 1970 to 2000 period by Redefining Progress found improvement in air pollution, but negative trends in overall water pollution, noise pollution, loss of wetlands, loss of farmlands, depletion of nonrenewable resources, and ozone depletion. (The estimated magnitude of the worsening trends was roughly thirty-five times the improvement in positive trends.)*3  


Such declines do not, of course, include the impact of 
many recent policy changes by the Bush administration that 
are likely to have a negative impact on the environment. 
Among others, these include abandoning the Kyoto treaty on 
climate change; allowing the expansion of older, dirtier 
power plants; loosening rules on mining wastes; weakening 
rules that protect wetlands; and seeking decreased public 
review of a range of activities, from offshore drilling to highway construction.4
The bottom line on many, many fronts is that the battle 
for ecological sustainability is being lost-despite positive 
"activity." The late Donnella Meadows put the situation succinctly in the title of one of her last essays: "Things Getting 
Worse at a Slower Rate."5
Environmentalists continue to organize in support of various 
regulations, and to express anger at major corporate and 
other polluters. However, the fundamental issue, like that 
which is increasingly obvious in other areas-is that many 
traditional strategies seem increasingly unable to achieve 
important defined goals. Yes, certain gains can be made, but 
unless some major shift occurs, the likelihood is that, no, 
many critical negative trends will not be reversed.
The development of a systematic capacity to achieve 
greater community economic stability, together with other 
features of Pluralist Commonwealth democratic reconstruction, offers a logically coherent strategic approach to moving 
beyond the impasse suggested by this reality (and accordingly, too, ultimately the possibility of additional political 
support for the policies and institutional changes it requires).


A basic reason environmental pollution is often difficult to 
deal with at the local level is that citizens and political leaders alike fear the loss of jobs that a challenge to corporate 
polluters might produce. The citizens of Pigeon River, Tennessee, for instance, chose to risk potentially carcinogenic 
emissions by North Carolina's Champion International 
paper mill because of fear they might otherwise lose a thousand jobs. A fifty-one-year-old worker who, despite the danger, supported keeping the plant open spoke for many: 
"What do you do when you're my age and faced with the 
prospect of being thrown out on the street?"6
For similar reasons, as the Nobel laureate economist Kenneth Arrow and others have observed, low-income nations 
typically have higher proportions of dangerous polluting 
industries. Conversely, several studies have found that economically successful states and localities have stronger 
and/or more effective environmental regulations.?
Strategies that bolster local economic stability offer a 
response to a common and critical dilemma: if community 
stability can be achieved through policies like those discussed in Chapter 12, then the fear of loss that a challenge 
to pollution may entail can be reduced-even, in principle, 
eliminated. Undercutting this source of strategic environmental weakness is thus a fundamental, not superficial, longterm requirement of significant change.
An additional foundational factor involves the inherent 
"embeddedness" of many new local economic institutions. 
Most of the growing numbers of worker-owned firms, nonprofits-in-business, municipal enterprises, community-owned 
corporations, and the like that we have reviewed are enmeshed 
in, and deeply tied to, the community. Not only is it difficult for 
such entities to leave when challenged by local environmental 
regulation, but they are institutions with a stake in maintaining the general support of the community of which they are a 
part. Further, the people involved are themselves members of 
the community. All three reasons serve to increase the responsiveness of such enterprises to local environmental concerns.


Several firms in which workers have significant ownership 
are also on the cutting edge of specific environmental sustainability efforts: Cranston Print Works in Rhode Island has 
regularly won awards for reducing its use of toxic materials; 
Herman Miller, Inc., has been recognized by the National 
Wildlife Federation and the state of California for outstanding reductions in material waste; Kolbe and Kolbe has dramatically reduced its hazardous waste output as a result of 
suggestions by employee-owners.8
Environmentally oriented "civil society" associational development is also related to community economic stability. 
Local activism has produced a rich and broad grassroots tradition of environmental problem-solving-of efforts devoted 
to recycling, to encouraging community-supported agriculture, to challenging local pollution dangers, to organizing 
new forms of community transportation planning, to developing solar and other renewable energy projects, and the 
like. Instability obviously weakens all forms of civil society 
network-building. On the other hand, strategies that help 
achieve local stability produce a more supportive context for 
civil society associations in general-and for citizen organizations concerned with the environment in particular.
The longer-term involved citizen trend has also given rise 
to what is termed "civic environmentalism." Traditional regulatory methods have been applied to only a limited group of 
environmental problems-mainly those amenable to relatively easy compliance monitoring. The Clean Water Act, for 
instance, has focused largely on limiting concentrated dumping, but it has done far less to regulate the more difficult problem of "nonpoint source" pollution-that is, releases from 
widely dispersed locations. In contrast, flexible environmental 
agreements have been achieved in several areas by organized 
citizen groups that have negotiated directly with corporations 
in connection with such matters as habitat preservation, 
forestry, toxic release control, and green space preservation. 
Although there have been questionable compromises in some settings, the most interesting "civic environmental" experiments now provide sustained, rather than sporadic, citizen 
input into local corporate decision making.9


Beyond any particular project or strategy, what is ultimately at stake at the community level is the transformation 
over time of local culture in the direction of greater ecological consciousness-and this in turn is important for reasons 
that extend beyond the locality. Research by Giovanna Di 
Chiro and others has shown how the agendas of grassroots 
groups commonly evolve from defending a localized "place" 
orientation to supporting broader, more universal concepts 
of environmental justice. Similarly, Raymond DeYoung, Stefan Vogel, Stephen Kaplan, and others have demonstrated 
the diverse ways that direct local participation builds 
stronger environmentally oriented attitudes in general. The 
resulting changes in consciousness-and in "acceptable" 
standards and norms of environmental management-are 
critical, in turn, to establishing support for larger, longerterm national and regional policy change.lo
We are back by another route to the Tocqueville-Mill 
axiom that direct local community experience is formative 
and essential-and to the question of whether local political 
and especially economic conditions provide a supportive 
context for such experience.
Sociologist Ronald Inglehart and others have traced the 
dramatic evolution of greater environmental consciousness 
at the national level throughout the Western world over the 
last four decades. Systematic support for the economic conditions that nurture the local sources of environmental 
norms may be understood as a way to add to and accelerate 
the longer-term developmental process-and thus also for 
consciously working to bolster the underlying society-wide 
cultural changes ultimately required for a renewal of support 
for environmentally important policies.I i
Although the logic of such considerations-and the importance of local economic stability-is increasingly understood by many concerned with environmental matters, a key question is whether (when?) significant numbers might begin to 
confront the need to embrace a broader political-economic 
agenda aimed not only at immediate environmental threats, 
but explicitly at establishing the necessary foundations for 
longer-range change. Clearly, this is not a simple task; a great 
deal of energy is (and must be) absorbed in important dayto-day battles.


If the experience of other groups is any guide, however, 
the logic of failure here, too, may ultimately force a rethinking process, and perhaps one day may also help catalyze significant political alliances with others concerned with related 
political and economic matters-and with community economic stability in particular. Changes in the way sprawl 
issues have been conceived and addressed in recent years, in 
fact, already offer an example of how a greatly expanded 
environmental political agenda-and unexpected new 
alliances-can develop as the situational logic facing diverse 
groups forces them to confront new issues over time.
The American Farmland Trust calculates that almost a 
million acres of farm and open land are lost to sprawl each 
year. Chicago's expansion is illustrative: its metropolitan population grew only 4 percent between 1970 and 1990, but its 
urban land area increased 35 percent. In the same period 
Pittsburgh's population declined 9 percent, but its urban area 
continued to grow by 30 percent (180 square miles). Outward land expansion has, in fact, outpaced population growth 
in 94 percent of U.S. metropolitan areas in recent years.I2
A particularly worrisome longer-range consequence of 
sprawl is the loss of biological diversity due to habitat 
destruction, especially wetlands. Water runoff problems are 
also exacerbated. In highly developed areas (with many 
buildings, parking lots, roads, etc.), the natural absorption of 
rainwater is greatly reduced, encouraging greater soil erosion, increased water pollution, and lower water tables. 
Again, sprawl increases reliance on the automobile-a primary source of air pollution and greenhouse emissions. A recent HUD study estimates that suburban families drive 30 
percent more than city residents. 13


Many of the outward-moving pressures that contribute to 
sprawl are derivative-in significant part the result of an 
absence of systematic job creation and economic development in central cities. Myron Orfield's study of the Washington, D.C., metropolitan area, for instance, found that "social 
decline and local fiscal stress `push' people and businesses out 
of older declining communities," creating pressures on middle-class areas. Bruce Katz of the Brookings Institution puts 
it this way: the "flip side of the rise in concentrated urban 
poverty is the surge in suburban and exurban sprawl."14
Mass transit can help reduce commuting, but ultimately 
the provision of stable jobs near homes and schools-not only 
in the central city but in suburban communities as well-is 
the only way to undercut the forces producing the waste of 
ever greater expansion, commuting, and ever lower densities. 
For many years environmentalists mainly stressed policies to 
constrain the external sprawling thrust of metropolitan 
growth. During the last two decades, however, a number of 
groups have come to realize that it is important to deal with 
the deeper driving forces as well. Many have added community economic strategies to their once narrowly "environmental" agendas-and at the same time have formed new and 
previously unexpected alliances.
Maryland's Smart Growth & Neighborhood Conservation 
Initiative, for instance, is attempting both to limit sprawl and 
to develop communities ("conserving neighborhoods"). State 
infrastructure funding has been explicitly restricted to "designated growth areas," and efforts are under way to support 
brownfield redevelopment. Miami's Eastward Ho! Brownfields 
Partnership is a collaboration of government agencies, community organizations, and private groups working to redirect 
development in southeast Florida. A key strategy here involves 
"infill" development to revitalize Miami's urban core and other 
coastal communities. An explicit goal is to thereby reduce 
development pressures on the Everglades to the west. 15


The sprawl issue offers a further lesson in political possibilities-and how change can occur even in times of long-term 
frustration and seeming stalemate. In the fall of 1998, suddenly and unexpectedly, more than 70 percent of 240 state 
and local antisprawl ballot measures were approved by voters 
around the nation. The 240 proposals were more than double 
the number reported just two years earlier in a similar survey. 
Taxpayers set aside a combined total of $7.5 billion to purchase land or development rights for preservation. In addition, 
they enacted numerous limits on suburban expansion.16
Both sides of the aisle got involved. Then Republican governor Christine Todd Whitman of New Jersey offered a plan 
to invest $1 billion to protect half the state's remaining 2 million acres of undeveloped land. Forty-three cities and six 
counties approved tax increases to finance the proposal. The 
liberal Democratic governor of Maryland, Parris Glendening, won passage of several antisprawl proposals-including 
the Smart Growth Areas Act, which "restricts state funding 
for road and sewer projects to those in older communities 
and areas already slated for growth." 17
Two years later, in 2000, voters approved just under 80 
percent of a record 257 similar measures on the ballotsomething that would have seemed all but impossible even to 
the most optimistic in the politically difficult years only a 
short time before.18
"The most striking aspects of modern U.S. city spatial structure," University of Minnesota professor Ann Markusen 
points out, "are the significant spatial segregation of residence from the capitalist workplace, the increasing lowdensity settlement, and the predominant single-family form 
of residential housing.... [The] current forms ... reinforce 
women's roles as household workers and as members of the 
secondary labor force."19
Many of the most commonly discussed issues of concern 
to American women can be traced to discriminatory attitudes and high levels of income inequality. (See Chapter 17 for further discussion.) In recent years, however, it has also 
become clear that critical matters of community economic 
stability, jobs, and land use planning must be addressed if 
fundamental goals of male-female equality are ever to be 
realized. The longer-term trajectory of learning and change 
here, too, points in the direction of the community-building 
Pluralist Commonwealth paradigm-and again, opens questions of how (whether) over time those concerned with 
gender issues might also begin to orient their efforts to foundational political-economic issues and principles, and to the 
alliances these suggest.


Markusen and others now forcefully argue that the spatial 
organization of the city must be addressed directly. What is 
needed (in Betty Friedan's formulation) is a "new kind of 
space for living that would be more human and less impersonal ... and not so separated from the workplace, not so 
isolated as the suburbs." Friedan concludes: "We have to 
take new control ... with not only new sharing of roles by 
women and men, but physical, spatial design of new kinds of 
housing and neighborhoods." The question for the future, 
Yale's Dolores Hayden declares, is, "What Would a NonSexist City Be Like?"20
One obvious requirement is a form of community planning 
and land use that brings men, women, and children into 
closer proximity throughout the workday. This is not simply a 
matter of reducing the commute to work and improving community ties; a change in proximity is also necessary if more 
meaningful shared male-female child-rearing is ever to be 
achieved. If one or both parents must leave home early in the 
morning to get to work "downtown"-and return late in the 
day-the possibility of rearranging roles and tasks is limited, 
to say the least (see pp. 208-213).
Even a preliminary approach to such planning, however, requires a systematic capacity to target stable jobs to both urban 
and suburban communities in a manner that brings home and 
work closer together. Although the logic of a gender-related 
form of community planning, which takes gender issues seriously, has become increasingly obvious-and, too, its relationship to the key policy elements of a general approach to 
achieving community economic stability clear-very few feminists have as yet embraced a foundational political-economic 
agenda that systematically addresses the underlying issues.


Partial movement in the direction of a new approach has, 
however, begun to emerge from a different quarter. City planners concerned with "New Urbanist" themes have begun to 
develop "village" groupings that attempt to bring work, 
home, school, and various community facilities closer 
together. Often such regrouping strategies are linked to new 
mass transit access points in so-called transit-oriented development designed to reduce automobile use. The issue goes 
well beyond city planning per se, and even beyond matters of 
gender equality. Ultimately, it involves questions of civic life 
and democratic participation, which are central to the Pluralist Commonwealth vision. New Urbanist leader Peter 
Calthorpe is devastating in his critique:
Today the public world is shrunken and fractured. Parks, 
schools, libraries, post offices, town halls, and civic centers are 
dispersed, underutilized, and underfunded.Yet these civic elements determine the quality of our shared world and express 
the value we assign to community. The traditional Commons, 
which once centered our communities with convivial gathering and meeting places, is increasingly displaced by an exaggerated private domain: shopping malls, private clubs, and 
gated communities. Our basic public space, the street, is given 
over to the car and its accommodation, while our private 
world becomes more and more isolated behind garage doors 
and walled compounds. Our public space lacks identity and is 
largely anonymous, while our private space strains toward a 
narcissistic autonomy. Our communities are zoned black and 
white, private or public, my space or nobody's.
Calthorpe urges that we "need communities that are occupied full time and that provide a world of opportunity for kids, communities that support women (and men) in their efforts to weave together an ever more complex life of home and work."21


New Urbanists Andres Duany, Elizabeth Plater-Zyberk, and Jeff Speck point out that "we have rebuilt our nation every fifty to sixty years." We are likely to do so again, one way or the other, more than once over the course of the new century. As they observe: "The choice is ours: either a society of homogenous pieces, isolated from one another in often fortified enclaves, or a society of diverse and memorable neighborhoods, organized into mutually supportive towns, cities, and regions."22
New Urbanist efforts offer practical precedents for community planning-and, too, a further trajectory of intersecting thought and developing experience that reinforces the logic of a community-building approach to both environmental and gender issues. There are also signs that such efforts are developing increasing support-and in so doing are adding to the possibilities of a longer-term foundationally oriented politics in general.*23  
The broad direction that begins with community stability and sprawl issues and moves on to New Urbanism-both in general and, now, in ways that facilitate new gender roles and civic renewal-recalls themes that have been evolving over the last hundred years that culminate, logically, in communityfocused strategies aimed at the development of new towns and population centers in areas away from mass conurbations.
"The re-animation and re-building of regions, as deliberate works of collective art," Lewis Mumford wrote early in the twentieth century, "is the grand task of politics for the opening generation.... And as the new tasks of region building imply shifts in population, migration into more 
favored areas, and the building up or reconstruction of a 
multitude of new urban complexes, the politics of regional 
development become of critical importance."24


The creation of new population centers-and the construction of new homes, shops, and public facilities in new cities or 
around smaller older ones-is likely to become a matter of 
increasing concern as the U.S. population moves toward 400 
million by midcentury and in the direction of even greater 
numbers by century's end. Either new community centers will 
be systematically encouraged, or the wasteful, ecologically 
destructive, traffic-congested and gendered development patterns of the last half-century will multiply, piling new cohort 
of population upon sprawling new cohort as time goes on.
Technological and other sectoral trends clearly permit far 
greater economically efficient dispersion of jobs. Numerous 
studies have also shown that smaller cities in the 100,000 to 
200,000 range perform better than large cities with respect to 
a range of quality-of-life issues, including the environment, 
crime rates, and traffic management-and, too, that large 
majorities, if given a choice, would prefer living in smaller 
communities. Cities of smaller scale have also been shown to 
be more conducive to democratic participation than large 
cities. Ecologist David Orr suggests that the question is no 
longer "whether the urban tide will ebb, but when, how, how 
rapidly, and whether by foresight or happenstance."25
Many of the growing number of tax, loan, procurement, 
and institution-building policies aimed at bolstering community stability that we have reviewed could also obviously 
be used to help implement a coherent strategy to support 
new, more dispersed centers of population and economic 
activity. Precedents for using public job targeting to help stabilize and build up smaller towns are also well established in 
connection with the current placement of government 
offices and installations. 26
Clearly, the near-term political odds against developing a 
systematic and fully realized approach to job and population dispersion are long. It would nonetheless be a mistake to dismiss the possible unfolding of such a strategy over the course of the century out of hand-and the logic of this possibility suggests one final perspective on the potential gains that might be achieved by bringing some of the key elements of the Pluralist Commonwealth theory and experience together in a comprehensive approach.


When new population centers are developed on new land or around existing small towns, the value of that land increases enormously. One of the founders of modern city planning, Sir Ebenezer Howard, long ago proposed that if such land were owned by some form of community corporation or land trust, the increase in value associated with new economic development would redound to the benefit of the community as a whole (and could ultimately be sufficient, he calculated, to repay investment costs and eliminate most local taxes).27
The key concept is essentially an expanded version of existing land trusts and value recapture efforts currently in common use in many parts of the nation.*   Moreover, as we have seen, precedents for integrating such an approach with public investment strategies can be found in numerous cities-including Washington, D.C.; Atlanta; Miami; Cedar Rapids, Iowa; Santa Clara, California; and San Franciscothat have established community ownership of development around transit entrances in order to capture increased land values produced by public investment (see pp. 93-96).
A fully developed strategy aimed at helping create new population centers-one that brings together job-stabilizing policies and new land ownership institutions-offers dramatic opportunities not only for longer-term planning in general, but for capturing huge gains that might be plowed back into community development, housing, and other subsidies and even, perhaps, direct or indirect income supplements.


Intriguingly, Howard judged that the long-term possibilities suggested by the localist community-oriented ownership 
model he proposed might one day offer a way to bypass the 
difficulties of both historic political-economic "systems" 
through principles not unlike those at the very core of the 
Pluralist Commonwealth vision: "[O]n a small scale society 
may readily become more individualistic than now-if by 
Individualism is meant a society in which there is fuller and 
freer opportunity for its members to do and to produce what 
they will, and to form free associations, of the most varied 
kinds; while it may also become more socialistic-if by 
Socialism is meant a condition of life in which the well-being 
of the community is safeguarded, and in which the collective 
spirit is manifested by a wide extension of the area of municipal effort."28
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The Regional Restructuring of 

the American Continent
[image: ]I 1HE PLURALIST COMMONWEALTH model attempts to deal 
- seriously with long-standing arguments that the sheer 
continental size of the United States and its very large population are ultimately inimical to a robust system-wide vision of 
democratic practice. (See Chapter 5.) Community-oriented 
strategies appear to be within the range of realistic political 
possibility in coming years. What of the larger and seemingly 
utopian idea that much more far-reaching-indeed, radicaldecentralization is both necessary and possible?
Five major considerations suggest that, contrary to conventional assumption, the logic of regional restructuring is 
likely to become of increasing importance as the twenty-first 
century develops. These include trends in Supreme Court 
and congressional decision making; an explosion of statebased initiatives; the impact of global political-economic 
forces on the current federal system; very large-order projected changes in the economy and population; and new trajectories of expanding ethnic political power concentrated in 
key regions experiencing economic distress.
Over the last several decades a series of Supreme Court and 
congressional decisions has begun to establish new principles 
of decentralization in the U.S. federal system that (for better 
or worse) are much more far-reaching than many understand. 
At the same time, numerous states have launched new initiatives that are slowly altering the locus of power in the system.


The trend in Supreme Court decision making has been 
well documented. In United States v. Lopez the Court ruled 
that Congress exceeded federal authority by attempting to 
keep firearms out of local school yards. In Seminole Tribe of 
Florida v. Florida and several subsequent cases involving state 
employees, savings banks, and violence against women, the 
Court held that Congress did not have authority to establish 
federal jurisdiction over states that did not consent to be 
sued. In Printz v. United States it ruled that requiring states to 
implement waiting periods for handgun purchases involved a 
similar overreach of federal power. The Court held in Rush 
Prudential HMO v. Moran that states had independent 
authority to protect patients' rights through legislation providing for "independent review"-a second opinion-in disputes with managed care companies (HMOs).'
An equally important trend in federal legislative actions 
has furthered the decentralization process. Among the most 
widely discussed is the 1996 Temporary Assistance to Needy 
Families reform, which gave states unprecedented power to 
"end welfare as we know it." This, however, is only one of a 
large number of less-publicized moves in the direction of 
greater state and local authority. We have noted the Community Development Block Grants, which allow great latitude in the use of federal money for various urban housing 
and community development programs. "Self-denying" legislation approved in 1995 limits the federal government's 
ability to impose unfunded mandates on the states. Again, 
the Children's Health Insurance Program allows states flexibility in designing benefits packages for uninsured children 
of low-income families.2
Similarly, the Intermodal Surface Transportation Efficiency Act gives states considerable discretion in developing 
transportation programs in accord with local priorities. The 
independent role of the states has also been augmented 
through widespread use of Medicaid "waivers" authorized 
under the Social Security laws. Innovative and widely publicized health insurance strategies in Oregon, Vermont, Hawaii, and Maine, among others, have been developed on 
this basis.3


The states have also increased their powers through independent legislative and legal actions of their own-often 
because the federal government has been either deadlocked 
or opposed to change. After Congress failed to enact health 
care legislation in 1994, for instance, the states began passing patients' rights and prescription drug laws (more than 
half had enacted drug assistance legislation by 2003). "[O]ne 
can easily recount a long list of regulatory issues on which 
the feds have simply abdicated, leaving it to the states," 
observes Jonathan Walters of Governing magazine. States 
have moved into areas where federal inaction or minimalist 
action has been most obvious-including growth management, dirty-air emissions, gasoline additives, genetically 
engineered crops, questionable lending practices, and so on.4
Many states-most prominently, but hardly exclusively, 
California, Alabama, and Alaska-have also established 
innovative economic programs. (See Chapter 10.) Still others, like Washington and North Carolina, own or finance 
public railroad systems. New Mexico and California have 
radically reduced imprisonment for many drug offenders. 
Vermont has recognized gay partnerships. In 2002 California 
approved legislation requiring the "maximum feasible reduction" in tailpipe emissions of carbon dioxide and other 
greenhouse gases by cars and light trucks by 2009. Since 
1993 Georgia has offered scholarships to all high school 
graduates with a B average that can be used at any public, 
private, or technical school in the state.5
The movement toward greater state authority is not an 
unbroken trend. A countermovement is evident in several 
Supreme Court decisions related to economic issues and in 
legislative efforts to enact "preemption clauses" mandating 
federal jurisdiction in connection with various regulatory 
matters. On the other hand, the state attorneys general have 
mounted important new legal challenges, most dramatically 
in connection with tobacco, but also with regard to inflated costs of prescription drugs, antitrust (Microsoft), and other issues ranging from securities fraud to global warming. In 2002 New York Attorney General Eliot Spitzer negotiated a settlement requiring Merrill Lynch and Company to pay $100 million in penalties to fifty states because of conflicts of interest between its sales, investment, and research services. Subsequent initiatives challenged other corporate practices and helped spur the Securities and Exchange Commission into more aggressive enforcement action.6


Nor are these simply progressive state initiatives. Typical of fraud cases was one brought by the Texas attorney general against Warrick Pharmaceuticals for allegedly attempting to gain market share by charging pharmacists $13.50 per prescription while arranging for Medicaid and Medicare to reimburse them at $40.30 per prescription. In February 2003 seven state attorneys general warned the federal government of possible litigation if it did not do more to force industry to lower emissions of greenhouse gases; in April 2003 five states helped push through the largest settlement ever under the Clean Air Act.7
Independent legal activism by the states has also arisen in large part because of federal inaction. Modern state attorney general initiatives first began to develop in response to the Reagan Justice Department's failure to do much to protect consumers and the environment. The $206 billion tobacco settlement in 1998 was a major victory that helped put the general movement into high gear.*  


In general, University of Virginia political scientist Martha 
Derthick points out, the states have increasingly become the 
"default setting" of the American political-economic system-the level of government that acts when Washington 
does not because of gridlock or neglect. Alan Ehrenhalt of 
Governing magazine goes further: states are now increasingly 
the "level of government we go to because we don't expect 
the others to succeed .338
Many traditional liberals, fearing a weakening of federal 
standards, have opposed the general trend. Others feel the 
only option available may be a long-haul effort to rebuild 
power at the base, state by state. The important point for the 
future, Ehrenhalt emphasizes, is that "once states and their 
elected leaders begin thinking of themselves as the actors of 
first resort on crucial questions-rather than the actors of 
last resort-the logic of the whole system is in for a change."9
The implications of globalization reinforce this fundamental 
judgment. Especially significant are pressures that create 
new Washington-level restrictions on state decision making-and in turn produce new and angry resistance. A recent 
study by Columbia University professor Mark Gordon of the 
implications of World Trade Organization (WTO) regulations points out that WTO rules "strike at the heart of the 
types of policy decisions that States use to define some of their most basic beliefs." WTO regulations now increasingly 
challenge traditional state prerogatives in connection with 
"issues of environmental and consumer protection, setasides to assist minority or small businesses, efforts to regulate the activities of large financial services institutions such 
as banks and insurance companies, and decisions about how 
to structure the raising of revenue through taxes and its 
expenditure through government procurement policies." 10


Gordon and other analysts predict that as the impact of 
the new global trade regime hits home, an intense dynamic 
will be set loose that will force Washington to reach ever 
deeper into state power to enforce global agreements-and 
will, in turn, force states to develop ever more adamant 
counterstrategies: " [G] lobalization introduces a whole series 
of `shocks' to the existing system."11
Numerous state leaders throughout the country have, in 
fact, already gone on record challenging WTO and NAFTAimposed requirements. A resolution passed by the Oklahoma 
legislature-to cite only one of many examples-demands 
that the president and Congress "preserve the traditional 
powers of state and local governance" and "ensure that international investment rules do not give greater rights to foreign 
investors than United States investors enjoy under the 
United States Constitution." 12
The long-term logic points to an ever more powerful 
"backlash" by the states-and demands for greater independence from the long arm of Washington in its role as 
enforcer of WTO rules. A test case currently being litigated 
involves Methanex, a Canadian corporation that manufactures a component of the chemical MTBE, a gasoline additive and suspected carcinogen that has run afoul of 
California environmental law. As of this writing, legislative 
hearings and other forceful initiatives have been launched in 
response to growing state anger.13
The likelihood of structural change in the federal system 
over the course of the century is intimately related to even more fundamental shifts-above all, to emerging economic 
and population trends.


As we have noted, the United States is much larger in geographic scale than most Americans commonly realize-in 
fact, larger geographically than all the other advanced industrial countries taken together when Canada and Australia 
(nations with large empty land masses) are excluded. In Kennan's phrase it is "a monster country" (see p. 67). Again, the 
current $10 trillion U. S. economy is over five times the size of 
the German economy, and more than seven times the 
economies of France and Britain. Leaving aside Germany 
and Japan, it is larger than the combined economies of all the 
remaining OECD countries taken together.14
The conservative estimating assumptions used in official 
Social Security projections suggest that the U.S. economy 
will more than double by midcentury to roughly $29 trillion 
(in 2003 dollars)-three times that of the current European 
Union. It will reach more than six times its current size 
(roughly $70 trillion in 2003 dollars) by the end of the century. If the more optimistic short-term economic assumptions used by the U.S. Council of Economic Advisors are 
projected forward, the figure could easily be $100 trillion or 
more by 2100. The latter estimate is roughly ten times the 
U.S. economy's current scale. Discounting either projection 
substantially, of course, still yields an extraordinary figure.'5
The present U.S. population of over 280 million is also 
huge by world standards. It is the third largest after China 
and India and more than twice as large as any other OECD 
nation-greater, in fact, than the combined populations of 
twenty-one of the other twenty-nine OECD countries taken 
together. U.S. population is also projected to increase dramatically over the course of the twenty-first century. 
Midrange Census Bureau projections suggest it will reach 
400 million by 2050-and 570 million by 2100. If the Census Bureau "high-series" projection is taken as a baseline, 
these numbers will increase to 550 million by 2050-and to 
1.18 billion by 2100.16


Accurate demographic projections are notoriously difficult to make. The critical variables are future birth and death 
rates and immigration flows. Census Bureau demographers 
do not include political analyses in their projections, even 
though political factors can also be extremely important. 
When such factors are introduced, two quite obvious considerations suggest something in the direction of the higherrange projections may well be closer to reality than the midand lower-range estimates.
First, immigration from Mexico-now over 300,000 a 
year (roughly 160,000 a year documented and an estimated 
150,000 undocumented)-is all but certain to be significantly affected by politics in the future. The Mexican American vote has now become sufficiently large to force both 
political parties to respond to its strong interest in immigration and in making immigrants already here citizens. It is all 
but impossible to win the presidency without winning either 
California or Texas, and in both states the Mexican American vote is critical.'?
A political tipping point may well have been reached prior 
to the events of September 11, 2001, when both the Bush 
administration and leading Democrats signaled a desire to 
be responsive on immigration issues related to Mexico. Corporate interests in cheap labor have also encouraged Republican support for a relaxation of immigration policy; and new 
community alliances, especially in California and key Southwestern states, have brought labor to support Democratic 
positions favorable to immigration. 18
Recent studies by the Census Bureau and the Center for 
Labor Market Studies at Northeastern University show that 
there was little change in (legal and illegal) immigration over 
the 2001 to 2002 period. And although new legislative activity was put on hold by war on terror concerns after September 11, Bush offered a proposal to allow undocumented 
immigrants already in the country permanent residence 
under certain circumstances in early 2004. "[T]he long-term 
dynamics encouraging a new approach to immigration remain in place," Los Angeles Times columnist Ron Brownstein observes-especially the fact that as the economy 
recovers, business demand for new workers will become 
increasingly important. 19


A second political factor likely to impact immigration 
and thereby population growth is the Social Security 
financing problem. As has been noted repeatedly, although 
there were five active workers in the labor force for every 
retiree in 1960, currently active workers number only 3.4 
per retiree. By 2030 the ratio of workers to retirees is projected to fall to around 2.1 (and to a mere 1.8 by 2080). 
Although such figures have commonly been used to bolster 
arguments for a reduction in Social Security benefits, an 
obvious alternative-as several economists have urged, and 
many other countries have realized-is to increase the 
number of workers per retiree through immigration (see 
Chapter 16).
If even a modest long-term immigration increase is 
included as a response to considerations related to the Hispanic vote-and as a political alternative to cutting Social 
Security benefits of great importance to large numbersmovement in the direction of the higher-range Census 
Bureau projections becomes more rather than less likely. A 
very cautious and respected analyst, Harvard sociologist 
Christopher Jencks, suggests in any event that 500 million, 
rather than 400 million, is a likely number by 2050. Political 
and quasi-political considerations-plus the fact that Mexican American Catholic immigrants have birth rates almost 
twice those of the general non-Hispanic U.S. populationsuggest that long-range projections in the 1.18 billion range 
are not nearly as speculative as some may think.20
Even assuming more modest population projections, the 
numbers become very large as the century unfolds, no matter what. At some point, large enough in all probability to 
force even the most reluctant to consider large-order moves 
away from the current centralized concentration of major 
governmental decision making.


Twenty-one states have populations of less than 3 million (of these, seven have less than a million). Another nine have populations of less than 5 million. Most of these thirty states (and perhaps others) are too small to deal effectively with many economic, environmental, transportation, and other problems on their own.21
Long-term federal restructuring that might ultimately come to rest on a unit of scale larger than most states but smaller than the nation-the region-most likely would begin with states that: (1) are themselves very large; (2) have a sense of their own political and policy identity; (3) are experiencing trajectories of growing racial and ethnic change different from the rest of the nation; (4) are experiencing particularly painful economic and fiscal distress; and (5) are already constituted as organized "polities."
An obvious candidate to initiate long-range change is the regional-scale "mega-state" of California.
California, in fact, is already the equivalent of a very large semiautonomous political-economic system. Its economy is roughly the size of France's, the fifth-largest economy in the OECD."   The economy of the five-county Los Angeles area alone is roughly the size of Spain's, the OECD's ninthlargest economy-and is greater than the economies of Brazil, India, and South Korea.22
California's population of 35 million is greater than that of Canada (31 million), Australia (19 million), the Netherlands (16 million), Portugal (10 million), and all four of the Scandinavian countries combined (24 million). Los Angeles County is larger in population than forty-two of the fifty states. The state is also larger, geographically, than numerous important nations-including Germany, Japan, the United Kingdom, Poland, and Italy.23
In recent years state political leaders of both parties have also begun to take ever more challenging and independent positions. In 1994 Republican governor Pete Wilson came 
head-to-head with Washington in a bitter fight over the results 
of Proposition 187, a ballot initiative that would have denied 
public services-including public education and subsidized 
health care-to undocumented immigrants. "California will 
not submit its destiny to faceless federal bureaucrats or even 
congressional barons," an angry Wilson all but shouted. "We 
declare to Washington that California is a proud and sovereign state, not a colony of the federal government."24


In 2001 Democratic governor Gray Davis confronted the 
Bush administration over its energy policy after rolling blackouts and extortionate prices had drained billions from consumers and the state treasury alike: "If you're looking for a 
culprit, I'll give you a culprit. The culprit is the Federal 
Energy Regulatory Commission." Representative Henry A. 
Waxman coolly observed that the issue sharpened battle 
lines; it was the state in general against Washington, not one 
party versus the other: "It didn't make any difference whether 
you were a conservative Republican or a liberal Democrat."25
The current California economy of $1.36 trillion is likely to 
increase to roughly $9.4 trillion-and possibly to $15.2 trillion-by 2100 (assuming no major order-of-magnitude 
changes in its share of national GDP). Under similar general 
baseline assumptions, its population will reach on the order 
of between 68.7 million and 83.3 million, on the basis of 
midrange census projections.26
Under all projections, California's population changes are 
also laying the demographic foundations for a different 
Hispanic-dominated political-economic identity and developmental path-one that is likely to further intensify the 
state's growing sense of independent direction and difference 
from the rest of the nation. In 1940 just 6 percent of the population was Latino (roughly 415,000 of the state population 
of 6.9 million). By 1970 it had reached 13.7 percent. The 
non-Hispanic white population in California is now a minority-less than 47 percent (in 2000), down from 57.2 percent just ten years earlier. Non-Hispanic whites are projected to constitute a mere 31 percent of the state in 2040.27


What will happen beyond 2040 is anybody's guess. "There will be no place in the state that is not touched by immigration and these racial and ethnic changes," observes Mark Baldassare of the Public Policy Institute of California. "We will be inventing a new kind of society."28
Though few have fully grasped the implications, such changes in fact point to the kinds of long-term regionally defined cultural and ethnic shifts that have intensified the logic of regional restructuring in nations throughout the world. A major difference is that the United States is, and will increasingly become, truly mammoth in comparison to most other advanced nations.
In addition to the MTBE case, California has also already been impacted by other globalization pressures, and numerous of its state programs are likely to run afoul of WTO and NAFTA regulations.*   Its massive fiscal problems-and recent electoral events-suggest the likelihood of ongoing political volatility. Given its economic difficulties and the emerging pressures, in many ways it would be surprising, in fact, if a large and inherently wealthy regional-size state like California did not at some point demand greater powers to better manage its own affairs.
If (when?) it did, its example would likely be followed in one way or another by other large states. Texas, which now numbers 20.9 million, is projected to reach 27.2 million by 2025 and, on reasonable assumptions, 46 million by century's end. Within a decade non-Hispanic whites are projected to be a minority-and a mere 33 percent of the population by 2040. 
Florida and New York are also of substantial interest. Florida 
is larger geographically than many midsize European countries; its current 15.9 million population is projected to reach 
35 million by 2100. New York's population of 18.9 million 
could reach 33.5 million and its economy grow to over $8 trillion by 2100. All three states might follow the lead of California-or at some point launch independent initiatives of their 
own that would have repercussions throughout the system.29


Other plausible decentralization scenarios involve groups of 
smaller states. Numerous precedents and a long history of 
states working together could be drawn upon either in 
response to an assertion of power by larger states or simply in 
order to achieve positive goals that few small states can achieve 
on their own. Regional strategies have long been common, for 
instance, in connection with environmental issues. Some 
regions, such as New England, have developed multiple forms 
of interstate cooperation involving groupings of governors, 
attorneys general, environmental administrators, and others.30
Nearly two hundred Interstate Compacts-which are 
already authorized by the Constitution-also currently coordinate various state efforts in connection with matters ranging 
from economic development to high-speed intercity passenger 
rail service. Federal precedents also abound-including the 
Tennessee Valley Authority and previously noted presidential 
proposals for many similar authorities (see Chapter 5). The 
Appalachian Regional Commission currently involves some 
thirteen states in common efforts related to industrial development, energy resource coordination, tourism promotion, 
and other matters. Both the Johnson and Nixon administrations experimented with various additional forms of regionalization-the former by establishing regional commissions, the 
latter through regional administrative strategies.31
Such precedents for regional coordination do not reach to 
the many larger issues of political-economic authority and 
power that system-wide restructuring would clearly require. 
On the other hand, the historical record offers evidence that states working together when problems are larger than any one state can handle have been effective in many, many instances. The regular reappearance of regional efforts also points to a certain political appeal that regionalist ideas appear to have-especially when traditional alternatives are incapable of dealing with pressing political-economic problems.


Few in the United States are aware that in recent decades an intense exploration of regionalist constitutional changes has been under way throughout the world-in Britain and in nations as diverse as China, Italy, Indonesia, the former Soviet Union, and Canada. In 1989 a comprehensive international report concluded that decentralization had become a "subject of discussion in all countries regardless of whether they are old or young states or whether they have a long unitary or federal tradition."*32  
It is possible that the United States will be immune to the global trend-and that as the nation moves toward 500 million and beyond, it will continue to be managed, administered, and fundamentally governed from Washington without significant change in what by century's end will be a constitutional structure that is more than three hundred years old. However-and even though few Americans have yet imagined the possibility-given the various changes under way, the odds are that population growth alone will ultimately create conditions that demand consideration of some form of major restructuring.
The specific shape a new Pluralist Commonwealthoriented regionalism might take over the course of the century is obviously indeterminate. Initial changes would likely involve greater state/regional autonomy in connection with economic and environmental matters, reductions in federal preemptive powers with regard to corporate regulation, limitations on the impact of WTO and other trade treaties on state/regional legislative authority, and alterations in current Constitutional Commerce Clause restrictions related to state/regional economic rights. Beyond this, much larger issues concerning the apportionment of power might well be posed.


The nations of the European Union are currently groping toward a constitutional structure that begins with highly decentralized nation-state political units (roughly similar in scale to U.S. regions)-and attempts to move from this basis centripetally, toward greater power at the center. The United States may well find itself moving in the direction of a similar long-term structural end-point-beginning, however, from the other direction and moving outward, centrifugally, to greater independence of regional-scale units away from the center.*  
Quite apart from population and other pressures that may force change-and the many uncertainties that would ultimately have to be confronted and resolved-over the long arc of the twenty-first century, Americans who are committed to a renewal of democracy are unlikely to be able to avoid the truth that in all probability this can only be meaningfully achieved in units of scale smaller than a continent but also of sufficient size to be capable of substantial semiautonomous functioning: the region. 


 


PART IV
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TWENTY-FIRST-CENTURY 

POPULISM
THE TRAJECTORIES OF EMERGING theory and the evolving 
new forms of ownership and community restructuring suggest that the opening decades of the twenty-first century are 
likely to establish significant foundations for what potentially could become much more far-reaching change in the 
direction of Pluralist Commonwealth ideas.
Is there any chance that the large-order power arrangements of the U.S. political economy might ever be challenged to permit a major rather than a minor political 
dynamic that builds upon such foundations over time?
An initial issue is whether longer-range system-oriented 
change is absolutely precluded. If so, even under the most 
favorable circumstances the steadily evolving developments 
are likely to remain at the margins of American politicseven if substantial advances are achieved.
The answer can never be certain, but as we have noted, 
larger-order political realignments have been common in 
U.S. history. During the last several decades alone, important political movements on both left and right have also developed unexpected power despite the conventional wisdom of the time that little of importance was likely to 
change.


Americans on the left commonly think of the unpredicted 
explosions of the civil rights, feminist, and environmental 
movements-but of equal interest was the rise against once 
seemingly impossible odds of the conservative movement 
over the second half of the twentieth century. Especially 
given the extraordinary technological changes now under 
way, it would be a mistake to assume that the possibility of 
very great future change is excluded.
Indeed, partly as a backlash phenomenon, partly in 
response to new domestic and global political-economic 
developments, and partly because of important demographic 
changes, a variety of growing pressures suggest the emergence and likely sharpening of a new and potentially explosive line of political cleavage-and a slowly evolving 
trajectory of political crisis-which converges with, and is 
likely to greatly reinforce, other evolving forms of Pluralist 
Commonwealth-related change.
The line of political cleavage, and the potential crisis, center on the privileged position of top elites and major corporate actors-and the question of who should own and control 
large-scale income and wealth as we move ever deeper into an 
era characterized by great technological abundance, on the 
one hand, and great social pain, on the other.
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The Logic of Long-Term 

Political Refocusing
[image: ]T THE BEGINNING OF THE Bush era the Democrats were 
(completely stymied. It was obvious no one wanted to 
risk proposing a tax increase-despite the fact that once in 
office, the new administration quickly pushed through 
$1.35 trillion in tax cuts largely favoring the rich, thereby 
squandering a massive surplus and limiting all future public programs.
Then it slowly began to dawn on several leading figures 
where a possible point of vulnerability might lie.
Gene Sperling, Bill Clinton's politically sophisticated former economic adviser, was one of the first to put his finger 
on the issue. Just before the events of September 11, 2001, 
Sperling proposed holding off "full repeal of the estate tax, 
and the second and third stage of the [Bush] tax cut for those 
in the top 2%"-so that funds could be made available to 
close at least half the Social Security deficit. The proposal 
would save more than $1 trillion and would ensure that 98 
percent of Americans would still "get their full tax cut."'
A few months later the Senate's liberals joined in. The late 
Paul Wellstone proposed freezing future income tax reductions for the top 1 percent and retaining the corporate Alternative Minimum Tax-saving an estimated total of $134 
billion over ten years. Ted Kennedy proposed delaying tax 
cuts for families with incomes over $130,000 and keeping 
the estate tax (while gradually raising the value of exempted 
estates from a then current $1 million to $4 million by 2010). Kennedy estimated this would save $350 billion over 
ten years.2


The political arithmetic of strategies that offered gains to 
98 to 99 percent and losses only to the extremely wealthy 1 
to 2 percent also began to capture the attention of those 
beyond traditional liberal ranks. In late May 2002 the centrist Democrat Joseph Lieberman urged postponing both the 
full repeal of the estate tax and reductions in the top tax 
bracket rates. Lieberman estimated that a trillion dollars 
could be saved over twenty years. The Bush tax cuts were 
simply unfair, he said, "giving the biggest benefit to those 
who needed it the least." By the fall of 2003 virtually all the 
Democratic presidential candidates had put forward one or 
another variation on the same general theme.3
What are we to make of such ideas?
The political logic of small versus large numbers has been 
present for much of history. It has also rarely led to sustainable large-order challenges to either the income or wealth of 
top elites. Moreover, even the more modest proposals that 
Democrats have offered face a highly uncertain future. 
Indeed, in its second major tax initiative the Bush administration secured passage of legislation to reduce dividend and 
other taxes of importance to the rich, and to accelerate the 
earlier tax reductions, and it continued to push for making 
repeal of the estate tax permament.4
On the other hand, the new round of tax proposals 
encountered growing resistance even among conservatives as 
the fiscal implications began to hit home. The critical longerterm question is: under what circumstances might new 
strategic alliances be developed that could ultimately achieve 
power and momentum following a thoroughgoing elitechallenging paradigm?
Put another way, might the situational logic of the emerging political-economic context open the way for a narrowly 
focused exception to the general rule that traditional progressive "after-the-fact" strategies are largely at a dead end and further, in so doing could this in turn define new political alignments of more far-reaching importance to longerterm Pluralist Commonwealth change?


Four key points stand out when such questions are considered in terms of their larger twenty-first-century possibilities. The first is negative. The experience of the last several 
decades suggests that any strategy that depends heavily on 
further taxation of the middle-class suburban 20 percent is 
simply unlikely to achieve significant gains (see Chapter 1).5 
This door is largely closed.
Second, an attempt to challenge the position of elites at 
the very top at least in principle inherently narrows the political focus to an extremely small number-either the top 1 to 
2 percent, or perhaps the top 1 to 5 percent. It also implicitly places up to at least 95 percent of the electorate on the 
other side of the interest-group line.
Third, a political-economic strategy that targets elite 
income also inevitably brings into focus other related ideasas in the case of estate taxes-for challenging concentrations 
of elite-owned wealth. Several experts have already begun to 
refine new approaches to such taxes, and the need for larger 
resources than can readily be attained by taxing income alone 
seems all but certain to force greater attention to wealth as 
well as income as time goes on.
Finally, there is an important connection between such 
efforts and new Pluralist Commonwealth wealth-ownership 
principles. Indeed, as we have seen in connection with certain "stakeholder" proposals, the strategy of challenging 
existing wealth concentrations, on the one hand, and building an alternative paradigm of wealth-ownership designed to 
benefit broad publics, on the other, has already been explicitly articulated in some proposals (see p. 23).
A certain perspective may also be gained by recalling that it 
was once thought impossible to tax income in general-until 
passage, after a long prehistory of debate and political agitation, of the Sixteenth Amendment to the U.S. Constitution in 1913. For many years the amendment in practice meant targeting elites: significant income taxation was largely restricted 
to roughly the top 2 to 4 percent until World War 11. 6


Even more important is a rarely discussed truth at the 
heart of the modern history of taxation. For many decades 
the current income tax has, in fact, been organized in a manner that rests directly upon the logic of elite targeting-even 
in the Bush era, and even in a society preoccupied with terrorism and war.
In 2000 the top 1 percent of households paid 36.5 percent 
of federal income taxes.7 The top 5 percent paid 56.2 percent 
of income taxes. Although detailed calculations are not available as of this writing, the massive elite-benefiting Bush tax 
cuts are not expected to significantly alter these basic orders 
of magnitude. (It is estimated that the ultimate impact of the 
tax reductions may at most modify the figures by no more 
than two or possibly three percentage points.)'
Quite simply, the argument that challenging elites is politically impossible is belied by the realities of the contemporary income tax system-even under a very conservative 
Republican administration.
Moreover, far greater taxation of elites has been accepted 
policy for substantial periods of modern American history 
under both Democratic and Republican presidents. It also 
has often been associated with great economic success. 
Thus, throughout the post-World War II economic boomincluding the Eisenhower years and up to the early Johnson 
era-income of those at the very top was taxed at 91 percent. The rate was reduced to 77 percent in 1964 and 70 
percent in 1965, and it remained at that level or higherincluding the Nixon years-until the Reagan era.9
There is also evidence of profound concern with the growing inequities of American society. In 1988 only 26 percent 
of those surveyed judged the United States to be a 
"have/have-not" society; in 2001 the figure had increased to 
44 percent. A 1998 Gallup poll found that roughly seven in ten felt that "the rich just get richer while the poor get 
poorer." A full 63 percent agreed with the statement that 
"money and wealth in this country should be more evenly 
distributed." A report done for the conservative American 
Enterprise Institute at the same time noted that three-quarters of Americans consistently state that high-income families pay too little in taxes.'0


Public attitudes shifted briefly after the events of September 11, 2001, but even during this period of high patriotism, 
69 percent still complained that "the rich get richer and the 
poor get poorer." Again, although several polls indicated 
that roughly half of those surveyed approved the first major 
Bush tax cut, when offered a choice, large majorities (twothirds to three-quarters) indicated they would have preferred to spend the surplus on Social Security, health care, 
or reducing the deficit. l i
Sociologist S. M. Miller and activist Chuck Collins 
observe that public awareness of deep inequalities of wages, 
income, and wealth has moved through three distinct stages 
in recent decades:
In the first stage, class and inequalities were forbidden 
topics....
In the second stage, data continued to show disturbing 
increases in income and wealth inequalities. Statistical 
debates followed: conservative economists contended that 
inequalities disappeared if the "right" years, the "right" data 
or the "right" statistical manipulations were used. Gradually, 
even they gave up the fight....
In the current stage, the scene has changed dramatically.... The heavy hand of an upper class or even an overclass is recognized as distorting the economy to its special 
advantage. A profound change has occurred in a very short 
time. 12
The trend of growing awareness and underlying concern 
has been reinforced by a related trend of growing distrust of large corporations, the ownership of which is heavily skewed 
to elites. A 1966 Harris poll found that 55 percent of Americans surveyed had a great deal of confidence in major corporations. During the 1970s the figure collapsed to the low 
twenties (21.5 percent); in the 1980s and 1990s it fell further 
to the high teens (17 to 18.5 percent). By 2002 the number 
expressing a great deal of confidence in corporations had 
declined to 13 percent.I3


Such surveys now regularly find that an extraordinary 80 
to 85 percent of the public believe large corporations have 
excessive political influence. The Enron scandal and the 
many others that followed drew widespread attention to 
executive greed, only adding to long-standing and deeply 
rooted public distrust. A 2002 Harris poll reported, "Very 
large majorities of the public believe that big companies (87 
percent) ... have too much power ... in Washington." 14
Two fundamental contextual changes are likely to set the 
terms of reference in which new political alignments, new 
political targets, and new Pluralist Commonwealth-related 
issues will be considered in the coming period. The first 
involves the growing financial pain and increasingly stressful 
time pressures experienced by the average American family.
Critically, real hourly wages of the bottom 50 percent of 
wage earners went down, not up for more than two decades 
between 1973 and 1995. Wage changes for those even in the 
sixtieth and seventieth percentiles amounted respectively to 
a mere 1 cent per hour (down) and 41 cents per hour (up) 
over the twenty-two-year period. Though a slight upward 
blip occurred in these numbers at the end of the 1990s, with 
the slowing of the economy after 2000, the modest gains 
began to recede again (see p. 18).15
Total family income rose a bit more than hourly wages 
during the final decades of the century. The gains, however, 
were not large. Whereas median family (inflation-adjusted) 
income had more than doubled during the previous (1947 to 
1973) quarter-century, more than a quarter-century later, in 2000, it had increased only modestly-from $42,590 to 
$52,977 (in 2002 dollars).I6


Most of the increase came about because people worked 
many more hours, not because pay increased. Indeed, on 
average, individuals in 2000 worked more than an additional 
month each year to achieve the gains. Average hours worked 
increased from 1,679 in 1973 to 1,878 in 2000.17
In all of this, the contribution of wives was of central 
importance. Families with a wife in the paid labor force registered a substantial increase in median income-from 
$53,421 to $72,299 between 1973 and 2000 (2002 dollars). 
Families in which the wife was not in the paid labor force saw 
median income rise only very slowly during the same period, 
from $40,032 to $41,752 (in 2002 dollars).I$
As noted in Chapter 1, we are fast approaching a limit to 
the number of wives who will be able to make additional 
contributions to family income. The annual rate of wives 
joining the labor force fell from 1.3 percent in the 1970s to 
0.8 percent in the 1980s and 0.4 percent between 1989 and 
2000. Unlike the final quarter century of the twentieth century, there will be no qualitative shift in the number of those 
working to help the family out during the twenty-first century (see p. 18).19
None of the underlying factors that have been at the root of 
growing inequality and stagnating family incomes-the 
decline in manufacturing, the reduction in union bargaining 
power, changes in technology, competition from low-skilled 
immigrant labor, and new global competitive pressures-are 
expected to change significantly in the coming period.20
At the same time, the rising cost of essential goods and 
services has created increasing pressures on family budgets 
and on family time alike. For families with children, two 
important changes have been particularly threatening.
Child care costs have been rising much faster than both 
income and inflation. Although the consumer price index 
increased only 29 percent during the 1990s, fees charged by child care centers and nursery schools shot up by 56 percent.21


The costs of college have been rising even more dramatically. The average tuition at public four-year universities increased from roughly 4 percent of a middle-class family income in 1980 to almost 7 percent in 2000. Private tuition costs increased even more-from 19.1 percent of median family income in 1975 to 37 percent of median family income in 1996. In the post-2000 period the overall fiscal crisis has especially impacted the public institutions to which most families send their children: State colleges and universities raised instate tuition by an average of 14.1 percent for the 2003 to 2004 academic year (on top of a 9.6 percent hike for the 2002 to 2003 academic year). Overall, public tuition costs increased 47 percent for the decade 1993-1994 to 2003-2004.22
Housing expenses-the biggest single item in the family budget-have placed additional pressure on family budgets. The median sales price of homes increased from $23,000 in 1970 to $62,200 in 1980 to $147,800 in 2001. In constant dollars the increase was over 60 percent. A 2002 federal commission concluded that almost 28 million householdsone in four-spend more on housing than the 30 percent of income commonly considered affordable. Again, the share of household income used to pay rent has been trending upward; it rose roughly 11 percent between 1984 and 2001. (Nearly 40 percent of renters spend more than 30 percent of their income on shelter, including about one in five who spend half or more of their income.)*23  
The real "cost" of housing has, in fact, increased far more in recent decades than such figures suggest. Large numbers of families have chosen to pay more in time for the housing they need by moving farther and farther away from the city, where prices have not (yet) risen as dramatically. In 1983 the average miles driven to work per household totaled 3,538 each year. Miles driven rose to 4,853 by 1990 and to 6,492 by 1995-an overall increase of more than 80 percent.24


Health care costs and retirement costs will be taken up in Chapter 16. Suffice it to note at this point that as health costs have exploded, families in different income categories have inevitably felt the impact. A 2001 survey by the Pew Center for the People and the Press found that over a quarter of respondents (27 percent) said they didn't have enough money in the past year to afford health care-up from 15 percent in 1976. More than 43 million people were without health insurance in 2002. With the steady decline of unions, more and more corporations have begun to attack both health and pension benefits and are likely to continue to do so, increasingly, as time goes on.25
Needless to say, the general pressures facing families throughout the income distribution are most extreme among those at the low end of the scale. At the turn of the century almost one-third of all African American children were being raised in poverty. In African American femaleheaded households the figure for children under six was a chilling 54 percent.*26  


Families under growing pressure-with no relief in sight 
from the fiscally constrained public sector-define one critical element of the emerging context. The long-term environment in which questions of large-order political-economic 
strategy will be posed will also be profoundly shaped by fundamental demographic trends.
California, as we have noted, already has a Hispanic and 
nonwhite majority, and Texas will join California by the end 
of the decade-possibly as early as 2004-as a state in which 
non-Hispanic whites will be in the minority. A similarly dramatic change in ethnicity and race will become the national 
norm as time goes on.27
By the midpoint of the century blacks, Hispanics, and 
other people of color are projected to become nearly a 
majority of the nation as a whole-and more than a majority 
ten years thereafter. Non-Hispanic whites, currently 70 percent of the population, are expected to decline to 53 percent 
of the population in 2050, then to just under 50 percent by 
2060, and (on midrange census calculations) to a mere 40 
percent by the end of the century.28
The changes have already been-and promise increasingly 
to be-historically revolutionary. Before World War II roughly 
nine out of ten Americans were non-Hispanic whites!29
The extraordinary demographic changes that will occur 
over the coming period have been noted by many observers. 
Some analysts, impressed by the general voting patterns, see 
the numbers as leading to a resurgence of traditional liberal 
politics and programs. One of the most optimistic is New 
Republic senior editor John Judis: "[T]he two pillars of the 
McGovern coalition-minorities and highly educated social 
liberals-have been growing, as a proportion of the electorate, at an extraordinary rate. Combine them with 
labor ... and you have an enduring political majority."30
Others disagree. Michael Lind argues that divisions between 
blacks and other minorities will make "rainbow coalition" politics highly problematic-and further, that over time intermarriage will lead to what he calls "a mostly white mixed-race majority." Many hold with Tom and Mary Edsall that racial 
divisions are now so easily exploited that traditional liberal 
alliances can no longer be sustained (see p. 16).31


These various perspectives miss a critical historic change. 
The long evolving, deeply entrenched political-economic patterns we have reviewed suggest that even if Democrats can be 
elected, it is highly unlikely a program can be enacted that 
alters fundamental distributional and public program trendsat least not through traditional strategies (see Chapter 1).
The question, in short, goes well beyond who gets elected 
to whether serious change can occur.
Such considerations return us to the contextual logic forcing 
consideration of new strategies over the long haul. The 
obstacles facing traditional approaches suggest that a coherent elite-targeting strategy is likely to continue to develop 
during the coming period, in the first instance in response to 
the fading away of all other alternatives.
Especially important are the long-term decline in union 
membership and the continuing inability to tax the suburban 
middle class. The two are related. Critically, although labor 
will inevitably still play a significant political role-and 
although occasional temporary progressive upswings may 
occur-union money and organizational efforts no longer 
have the capacity to undergird a sustained revival of traditional progressive strategy.
The larger and profoundly important result is that the 
emerging context of the twenty-first century is likely to 
steadily destroy the illusion that traditional strategies can 
achieve their most important goals, no matter how hard they 
are pressed-even as the growing fiscal crisis intensifies.
If so, the problems facing key groups under pressure must 
increasingly sharpen new choices. The most obvious initial 
place to secure significant resources is among the very top 
groups that control disproportionate shares of income. 
Related to this are challenges to the corporations that the 
elites overwhelmingly own and largely control.


The political choice facing the expanding numbers of black, Hispanic, and other minority groups, on the one hand, and white nonelite groups, on the other, is likely to be posed in ever more stark terms: either find a way to overcome traditional divisions, or allow those with opposing interests to divide and conquer the nonelite majority.
It is sometimes argued that Americans are opposed to taxing elites because they admire them and aspire to reach the same income levels. Steven R. Weisman has demonstrated in The Great Tax Wars that the central issue is neither admiration nor aspiration. What matters is necessity. When there is a strongly perceived need, "the historical record tells us that there will be a demand to impose those higher taxes especially on the wealthiest, who can bear them with the least amount of pain."*32  
Sperling, Wellstone, Kennedy, and even Lieberman came to the realization that the way forward was to narrow the focus to an increasingly obvious-indeed, the only possible-political target allowing full exploitation of the logic of large versus small numbers: the extremely wealthy elites, and the corporations they control, at the very top.33
The same logic has begun to hit home where the greatest fiscal pain has been felt in recent years-at the state and local level. Under the pressure of declining resources and expanding needs, growing numbers of states have begun to increase taxes on elites. Many have acted to maintain estate taxes on the wealthy by "decoupling" from the federal system. Others have voted to raise corporate taxes or to "decouple" from favorable federal depreciation changes. In 
2003 the Republication-controlled Virginia state Senate 
added higher tax brackets for incomes between $100,000 
and $150,000 and for incomes above $150,000.34


The obvious question is how the overarching logic is likely 
to play out as the pain increases over time.
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Social Security, Retirement, 

and Health Care
[image: ]SHE LOGIC OF GROWING pain and declining alternatives 
- that has begun to confront key groups in American society is further illuminated by considering long-term financial 
problems developing in connection with Social Security, 
with retirement in general, and with health care. In each 
area, to varying degrees, there is little political prospect of 
finding a serious solution following traditional strategies. 
Accordingly, as fiscal difficulties continue to mount and 
social pain increases, other major constituencies are also 
increasingly being forced to consider their alternatives.
Indeed, in each area there are already indications of a 
refocusing and realigning of political targets-away from 
attempting to further tax the suburban middle class, and 
toward challenging top elites. In addition, several important initiatives have moved beyond income taxation to 
strategies based on wealth-related principles-a trend that 
is also likely to continue as fiscal pressures continue to 
intensify.
Although near-term Social Security funding problems have 
often been exaggerated, the long-term difficulties facing the 
system are quite real and will increase over the course of the 
century. Pressures are building in regard to the system's 
internal financial viability and in regard to an external environment of steadily growing crisis in connection with problems of retirement in general. The less commonly discussed general retirement crisis is likely to feed back into, and exacerbate, difficulties facing Social Security on its own terms.


A great deal of public discussion has focused on claims 
that a Social Security funding crisis already exists. On conservative assumptions, it will be necessary to begin to tap the 
Social Security Trust Fund to pay benefits by 2018, and the 
fund will be exhausted by 2042. Thereafter (again, on conservative assumptions) major cuts in benefits or substantial 
tax increases will be necessary.'
This, however, is the projected scenario if nothing is done 
in the interim. But that if is the rub. One analyst, Dean 
Baker, suggests the claim of a crisis is "a crisis in the same 
way that a car headed westward in the middle of Kansas 
faces a crisis. If it doesn't stop or turn, the car will eventually 
fall into the Pacific Ocean, but it's hard to get too worried 
about the possibility."2
Baker and many others point out that modest changesespecially raising the $87,000 limit on income subject to 
Social Security taxation, possibly postponing the age of 
retirement a bit, perhaps slightly increasing taxation rates, 
and/or slightly decreasing benefits-can easily manage the 
short-term problems. An International Monetary Fund 
report concurs: the "financing problems of Social Security 
are not large ... and could be addressed through relatively 
small adjustments in the program's parameters."3
The longer-term problems Social Security will face over 
the course of the century, however, are more serious. Basically, the present "pay-as-you-go" system operates on the 
principle that today's generation will pay benefits for current 
retirees-just as current retirees once paid for those who 
retired while they were working and just as a subsequent 
group will pay for the benefits received by those now working when they retire. This kind of system works especially 
well when both the economy and population grow-and 
especially when population grows in a manner that increases 
the number of workers at each stage faster than the number 
of retirees (as it did for much of the postwar period).4


When, however, each new cohort of retirees expands 
faster than the current cohort of workers who pay the bills, 
problems begin to multiply.
In 2000 the census counted slightly fewer than 35 million 
elderly. By 2030 this number will more than double-to in 
excess of 70 million. By the end of the century midrange Census Bureau projections suggest there may be more than 131 
million elderly. If such numbers are realized, the elderly will 
explode from a current 12.4 percent of the U.S. population to 
20 percent by 2030 and 23 percent by the end of the century.5
The ratio of workers to retirees declined from 5.1-to-1 in 
1960 to 3.3-to-1 in 2004, and under midrange assumptions 
it is projected to decline to 2.0-to-1 by 2040. By 2080 the 
ratio drops to 1.9 workers per retiree. The bottom line is that 
the system must face growing difficulties as these ratios continue to shift.6
An additional long-term financial challenge stems from 
the fact that the number of retirement years that must be 
financed has been increasing as average life spans have been 
increasing-and will continue to do so as time goes on. At 
the beginning of the twentieth century, the average American 
male could expect to live forty-six years. Currently male life 
expectancy is seventy-four years. The Census Bureau projects male life expectancy to grow to eighty-five years by the 
end of the twenty-first century.?
Given such realities, and depending upon the particular 
assumptions made, the current estimate of the underfunded 
Social Security liability "gap" rises to $3.7 trillion for the 
next seventy-five years-and considerably more for the century as a whole.8
In theory, answers to some of the longer-term problems can 
be found by raising the amount of income taxed, increasing 
the rate of taxation, postponing retirement, reducing benefits, and the like. In addition, increasing the number of workers (and thereby the ratio of workers to retirees) through 
greater immigration could obviously help.9


In the real world, however, there are limits to all of these responses-especially to significantly raising taxes or significantly cutting benefits. The political problems are especially challenging in connection with workers who might be more heavily taxed and among retirees who might lose important benefits.10
At a deeper level there is the fact that Social Security taxation is one of the most regressive parts of the overall tax system. It is a "flat tax," applied across the board to low- and middle-income earners alike-but one with limits set so as to not apply to the higher income of the rich. In fact most Americans (71 percent of households) now pay more in payroll taxes than they do in income taxes.'I   l
The trend is extraordinary: Social Security payroll taxes amounted to only 5 percent of federal revenues in 1950; they had increased to 17.4 percent by 1970; and are now 29 percent of such revenues.t12  
Conservatives have attempted to focus blue collar anger at Social Security's growing costs by responding to the shortand long-term crises with much-discussed proposals for privatization-that is, permitting individuals to invest in stock by shifting part of their current payments into individually managed brokerage accounts. The stock market collapse of 2000 to 2003 temporarily undercut the politics of this idea, but there are fundamental problems with the approach-and little reason to believe it will ever offer anything other than a token "solution" to the growing difficulties.
First, if current payments are shifted into brokerage accounts, this will reduce funds needed to meet current Social Security obligations-and proponents have failed to offer a convincing proposal for how the "transitional" gap (estimated at between $400 billion and $1.1 trillion) can be filled during the extended period before the investment of diverted payments might begin to pay off.13


Second, if individuals are allowed to invest freely in stocks, and if they invest badly, or if (as in 2000-2003) the stock market happens to fall at the time they retire-the entire premise of a system designed to establish a floor under retirement security collapses.*14  
A number of liberal and other economists have responded to the longer-term crisis by offering reasonable proposals that emphasize raising the level of income that is taxed and, for instance, taxing all Social Security benefits received by upper-income groups. Others, like Ted Halstead of the New America Foundation, have proposed exempting the first $10,000 of wages from payroll taxation.15
Even if combined with other strategies, however, progressive lines of attack like those implicitly or explicitly require additional taxes on the upper range of the middle class to achieve the required financial flows-at a time when the political possibility of major gains in this direction is increasingly problematic.16
Given that neither side of the conservative-liberal debate appears to have much chance of dealing in a thoroughgoing way with the underlying problems, the prospect is likely to be one of continued frustration and political posturing. It is not surprising, given this context, that a number of analysts have recognized the need to look for other, more far-reaching 
alternatives-or that, once again, there is only one place 
where significant new resources are likely to be found.


We noted earlier Gene Sperling's proposal to postpone 
elite tax reductions in order to support Social Security. Sperling subsequently offered additional details in other writings: 
"I believe we should freeze at current levels only the top two 
tax rates (which affect families making over $190,000), avoid 
new measures to enhance deductions and exemptions for 
high-income taxpayers, and double the exemption from the 
estate tax from $2 million to $4 million (but not repeal the 
estate tax entirely). Then we should devote all of the savings 
to a Social Security Reserve Fund dedicated to lowering 
deficits and debt, unless it were part of a comprehensive 
reform to extend Social Security's 75-year solvency." Sperling stresses: "if it is made clear that these savings would be 
used for saving Social Security first-not last-it could be as 
politically viable as it is economically sensible."17
Similarly, Paul Krugman points out that the projected 
2025 Social Security deficit ($419 billion) is far less than the 
elite-oriented provisions of the 2000 Bush tax cut-"which 
the administration insists is easily affordable-[and which] 
will reduce revenue in 2025 by $700 billion." Chuck Collins 
and William Gates Sr. urge: "Congress should explore the 
possibility of linking estate tax revenue to the Social Security 
Trust Fund, providing long-term solvency for the Fund without increasing payroll taxes or reducing retiree benefits."Is
Hofstra law professor Leon Friedman has gone further. 
He suggests a 1 percent net worth tax levied on the top 1 
percent of households. Friedman estimated such a tax (in 
2000) "would allow us to eliminate the estate tax, thus solving the family-business problem, while still raising enough 
revenue to pay off the national debt, save Social Security, and 
have money left over for targeted tax cuts." 19
In these and other recommendations the logical progression 
that begins with relatively routine tax and other changes moves directly to the targeting of elite income-and ultimately toward Pluralist Commonwealth-related questions of wealth, both in the most obvious case of estate taxation and in Friedman's further suggestion of a net worth tax. The logic that has begun to reorient discussions of Social Security is likely to further intensify as new factors add to the pressures shaping the longer-term context in which the central issues are posed.


The overall U.S. retirement security system has traditionally been described as a three-leg stool in which Social Security is only one of the basic elements. Although Social Security provides substantial support for some retirees, in many ways it is best understood as a bottom-line guarantee against true disaster for the elderly. The maximum monthly benefit in 2001 was $1,538; half of those on Social Security received less than $900 a month.20
The other two legs of the stool are private pensions and private savings. The problem is that both of these mainstays of the traditional system have also begun to decay as income has stagnated, as corporate practices have shifted, and as labor's power, on the one hand, and progressive politics, on the other, have faltered.
The second leg-a traditional pension-once provided many Americans with a certain level of guaranteed income they could count on in retirement-that is, an annuity. In 1975 just under 40 percent of private-sector workers had some form of traditional ("defined benefit") pension plan. The downward trend since that time has been dramatic. By 2003 only 20 percent of private-sector workers were covered by such pensions.*21  
Traditional pensions have given way to the governmentencouraged savings plan-commonly an IRA-and the employee-sponsored defined contribution plan such as a 
401(k). These do not guarantee any assured level of retirement 
income. The funds that can be drawn upon in retirement 
depend upon how much is contributed-and what happens to 
the investments selected over time. The percentage who have 
such individual retirement account plans has gone up dramatically-from 5.8 percent in 1975 to 40 percent in 2003.22


The amounts involved for the average person, however, 
are not large. The median net balance in the most common 
401(k) form of plan was a mere $13,493 in 2000. The 
median IRA value in 2001 was $30,000. These figures 
include young and old alike. For those nearing retirement, 
such accounts taken together averaged roughly $50,000 in 
2001-an amount that, invested at 5 percent, would yield 
$2,500 a year in income, far less at rates commonly available 
in 2003. With the decline of the stock market, moreover, 
many plans lost value-shrinking, as a bitter joke put it, to 
"201(k)" and "101(k)" plans.23
Strikingly, 41 percent of those working in the private 
economy simply do not have either a defined benefit pension 
or defined contribution plan!
The amount of retirement income generated by all forms of 
pensions taken together is modest. Median pension income 
for retirees who received such income in 2000 was $7,800. 
Since more than half received no pension, however, the average (mean) for all retirees was much less, roughly $4,000.24
Private savings, the third leg of the traditional three-leg 
retirement stool, have also not kept up-in part because a 
defined contribution plan is in practice an alternative form of 
savings that substitutes for, and currently does not significantly augment, traditional private savings. The growing 
financial pressures reviewed in Chapter 15 have had a devastating impact on the average family's capacity to save. The 
personal savings rate (which includes private savings and 
401(k)s, IRAs, and the like) has declined dramatically in 
recent years (from 9.2 percent in 1985 to less than 3 percent 
in 2003). On average-which, of course, includes top groups-those over sixty-five draw upon assets (savings and home equity) for a modest $310 a month. (The median is a mere $160 per month.)25


The growing general retirement crisis thus adds to the longterm challenges confronting Social Security. This has helped create an environment in which, by necessity, much more far-reaching ideas have begun to be put forward. These in effect take up the key point of those who would privatize the Social Security system, but turn it on its head to produce an approach that is more coherent in its ultimate retirement support capacities.
Proponents of investing some part of Social Security's assets in equities are correct to suggest that over the long haul, a comprehensive retirement security plan that includes an investment component may be capable of paying higher benefits than a pay-as-you-go system-especially if new population cohorts do not grow faster than older ones. All traditional private pension plans and public employee pension plans are based on this understanding (including, as we have noted, the Federal Thrift Savings Plan, which currently serves federal employees and the employee pension plan provided by the Federal Reserve Board).
That with proper safeguards Social Security-or an even broader future system-might logically move in this direction is not in principle an unreasonable idea. Indeed, the U.S. Social Security system in its original form was based on precisely this concept. Instead of operating on a pay-as-yougo basis, it was planned initially as a system that would utilize contributions both to provide income support and for further long-term investment.*26  


In this same vein, one of the architects of the modern system, the former commissioner of the Social Security Administration, Robert Ball, has proposed investing roughly 40 
percent of the Social Security Trust Fund in equities (the 
exact amount to be determined on the basis of an actuarial 
accounting of needs). The investments would be managed 
through several competing mutual funds. Ball offered his 
proposal in 1995 as a member of the Social Security Advisory Council and-importantly-was supported by a number of other progressive members of the council, including 
representatives of the Machinists and Electrical Unions, and 
by the president of the AFL-C10.27
A first-step variation on the same theme was formally 
proposed by the Clinton administration in 1999. Clinton 
suggested allocating a portion of new Social Security contributions to an equity-invested fund that might be managed 
along the lines of the Federal Thrift Savings Plan. The fund 
would be limited to a maximum of 14.6 percent of the Social 
Security Trust Fund's overall assets. Clinton would have 
used the then available federal budget surpluses to close the 
transition "gap" that diverting a portion of the contributions 
to investment would create.28
Economists Henry Aaron and Robert Reischauer have 
suggested a related midrange strategy that would invest 
Social Security reserves in excess of one and a half years' 
expenditure requirements. A very expansive proposal to 
invest Social Security reserves based on state and other pension fund precedents-and the current Canadian national 
system-has been offered by management professor Alice H. 
Munnell and Brookings fellow R. Kent Weaver.29
The underlying logic of allocating publicly controlled funds 
to wealth-owning strategies of this kind has been fully 
extended by specialists on both the left and the right who 
have looked to still longer range solutions.
Economist Thomas Michl has put forward a proposal for 
what amounts to a return to the initial Social Security concept. His plan would ultimately establish a "fully funded system 
[that] in an idealized model returns participants the same 
yield as a diversified portfolio of stocks." In 2001 Michl proposed revoking the Bush income tax cuts to begin funding 
such a system on a permanent basis. Significantly, after the 
kind of "reassessment" that has become increasingly common, Michl subsequently concluded that relying on a general 
increase in income taxation was probably futile, that the target 
had to be sharpened, and that a progressive wealth tax dedicated to funding Social Security now had to be considered.30


The conservative Nobel-prize winning economist Robert 
Fogel has also outlined a fully funded investment-based 
plan-one that would be subsidized in part for those with low 
incomes by "a tax of 2 or 3 percent applied progressively to 
the top half of the income distribution." In addition, Fogel 
put forward an important societal goal for a nation as richly 
endowed as the United States: unlike solutions offered by 
those on the left and the right that would save money by 
delaying the retirement age and thereby reducing the total 
years of retirement, his proposal would begin retirement earlier (routinely at age fifty-five)-and would increase the number of years free from work at the end of one's career as the 
nation's wealth increased over the course of the century.31
Finally, sociologist Robin Blackburn has offered a partly 
public, partly private long-term system that would use several sources of funding to achieve a major revolution in 
retirement financing. A first tier would expand and increase 
Social Security. A second would reform private pension 
efforts so as to increase their impact and make them more 
secure by, among other things, requiring companies to contribute stock to pooled funds in order to maintain greater 
investment diversification.32
Blackburn's third strategy draws upon the 1970s Swedish 
Meidner Plan (a watered-down version of which was implemented between 1983 and 1991). This would require firms to 
issue and set aside stock equivalent to 10 to 20 percent of 
profits each year in order to increase pension fund capital. The stock would be managed by new publicly accountable agencies and could not be sold for at least five years. Financing through a "share levy" of this kind (like current stock options given to top executives) dilutes the value of outstanding stock and in practice is thus similar to a wealth tax.*33  


The first question of interest in connection with the trajectory of development traced by such proposals is over what time span the implications of the dead ends facing traditional strategies sink in. A second is how long it takes before growing problems in this area and elsewhere, along with increasing pain levels, force the inherent logic of such Pluralist Commonwealth-related principles they embody into ever sharper public and political focus.
The growing pressures that are steadily producing an explosion of new wealth and investment proposals are sharpening another very large-order, long-term challenge: extraordinary increases in the cost of health care. This is an area where growing distress, particularly among the elderly, has been generating new demands for change for some time.
The basic numbers are already staggering. Spending on health care more than doubled from 5.1 percent of GDP in 1960 to 14.9 percent in 2002. It is projected by the U.S. Center for Medicare and Medicaid Services to rise to 18.4 percent of GDP by 2013. Some well-informed experts predict that health care expenditures could reach as high as 25 percent of GDP by 2025-and potentially far more in the later years of the century as the baby-boom generation ages and the population cohorts continue to shift.34
Such estimates do not include, as yet, an attempt to provide assured care to the more than 43 million Americans who have no insurance coverage at all. And the financial problems facing Medicare and Medicaid far exceed those of Social Security: the long-term medicare funding gap alone is estimated to be at least five times that of Social Security.35


The explosion in health care costs can be traced to many 
factors, including high personnel costs, technological 
improvements, the cost of drugs, and administrative inefficiencies. It is also fundamentally related to the dramatic 
changes in the percentage of elderly in the population and to 
their increased health needs.
Per capita health care expenditures after age sixty-five are 
commonly three times greater than before sixty-five-and 
the number of elderly, as we have seen, could well reach 
more than 131 million by the century's end. The share of the 
very old (eighty-five and older) among the elderly is also 
increasing, and those eighty-five and over commonly consume three times as much health care as those in the sixtyfive to seventy-four range. Health economist Victor Fuchs 
observes that for such reasons the problem of financing 
health care for the elderly could "soon equal and then surpass the problem of financing retirement."36
Two points are especially worth emphasizing from the 
perspective of our overall concern. The first simply continues and underscores the line of analysis that has emerged in 
connection with several other issues: the growing difficulties must inevitably increase the pressure to find new solutions, both in this area and generally as problems in each 
sector ramify and feed back into other areas experiencing 
financial and political challenges. With traditional solutions 
blocked, the search for alternatives-and given the emerging logic, for Pluralist Commonwealth-related alternatives 
in particular-is all but certain to intensify.
A national campaign to cover the uninsured, led by former 
presidents Gerald Ford and Jimmy Carter, and backed by 
the Chamber of Commerce, the AFL-CIO, and many other 
groups, is already under way. In the last several years proposals for universal coverage have been introduced in 
numerous state legislatures. Several Democratic presidential 
candidates, including John Kerry, put forward a range of 
plans during the 2004 primaries-virtually all financed in whole or in part by rescinding Bush elite tax cuts. Further 
proposals are certain to be put forward as time goes on.37


The second point takes us beyond the logic, trends, and 
trajectories so far reviewed to the general observation that 
when pressures build that simply cannot be dealt with by 
traditional means-or even the kinds of alternatives now 
beginning to be discussed-very different possibilities and 
unexpected options and alliances often suddenly become 
thinkable.
It is rarely recalled that in the early 1990s, a number of 
leading corporations strongly urged President George H. W. 
Bush to do something dramatic about the health care costs 
that were consuming a growing proportion of corporate 
profits (56 percent of pretax company profits in 1991, up 
from just 8 percent in 1965).38
Similarly, early in the Clinton years, leading corporations 
urged enactment of a single-payer system like that of Canada. 
Chrysler, Ford, American Airlines, and General Motors 
(among others) joined in a coalition with labor and consumer 
advocates to support universal coverage plans-including 
both the single-payer model and the Clinton proposal.39
The three leading business lobbies-the Business Roundtable, the U.S. Chamber of Commerce, and the National 
Association of Manufacturers-and business-oriented health 
coalitions such as the Washington Business Group on 
Health, the National Leadership Coalition for Health Care 
Reform, and the Jackson Hole Group-all also publicly 
endorsed universal coverage.40
Although a successful counterattack by the insurance 
industry and its allies thwarted Clinton's proposals for universal care, it is unlikely the issue will remain closed forever. 
Critically, however, the most obvious health-related costsaving possibilities offered by managed care and HMO 
measures have now been largely exhausted. Conventional 
proposals for change based on private insurance models 
promise little in the way of cost-saving.41


In this situation, as the extraordinary financial pressures continue to build-and as political demands for a solution grow-ultimately, as many studies and the experience of other nations have demonstrated, an alternative in this area that involves radically different system-changing principles of public-benefiting ownership and control is also likely to offer the only way forward.*42  
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A Twenty-Five-Hour Week?
[image: ]F IHE LOGIC OF RESOURCE allocation between elites and 
nonelites and issues of retirement and health care open 
converging perspectives on the question of whether the privileged position of those at the top might ultimately be challenged-and on how, simultaneously, the pressure of events is 
forcing ever greater attention to nontraditional strategies 
related to Pluralist Commonwealth principles.
The longer-term logic of time use and of gender equality offers additional avenues of approach to the underlying issuesand to the dead ends, realignment possibilities, and new 
strategic and institutional options likely to face other important constituencies over the course of the twenty-first century.
Time and gender issues are also instructive in that they permit the analysis to begin to move beyond pain and difficulty to 
the question of how the resources of a very rich society might 
ultimately be used to achieve more fulfilling positive goals.
Scholars who have studied long-term patterns of work in the 
United States have documented a clear trend up to approximately the middle of the twentieth century: the typical workweek declined from roughly seventy hours in 1850, to sixty 
hours in 1900, to fifty hours in 1920, and-allowing for variation during the Depression and World War II-stabilized at 
a little over forty hours by the middle of the century. After 
that, further diminution of work-time largely ceased. Indeed, 
as we have seen, hours worked per week and per year have increased very substantially for large numbers of Americans in recent years.*1  


The pattern is different in Europe: although most Western 
industrialized nations once lagged behind U.S. developments, in recent years most forged ahead while the United 
States fell back. In 2000, 76 percent of American workers 
put in forty or more hours a week-an increase from 73 percent in 1983. In England only about 50 percent worked forty 
or more hours a week, and in France the share of the 
employed working that many hours decreased from 36 percent to 22 percent between 1983 and 2000. The reduction in 
the workweek was even more pronounced in Germany: only 
43 percent of the workforce worked forty or more hours in 
2000, down sharply from 85 percent in 1983.2
In much of Europe four to six weeks of annual vacation is 
also now mandated by law for all workers (including newly 
hired workers). In the United States most workers don't 
receive four weeks of vacation until they've reached twenty 
years of service. Different methods of data collection make 
precise comparisons difficult. However, taking hours worked 
per week together with vacation time, workers in France and 
Germany reduced work enormously, compared to their 
American counterparts-by 260 hours per year between 
1979 and 2000, the equivalent of cutting six and a half fortyhour-weeks out of the work year!3
Not surprisingly, many U.S. workers would prefer to work 
less-if they could afford to do so. Research by the Families 
and Work Institute indicates that almost two-thirds (63 percent) would like to work fewer hours-up from 46 percent 
just a few years earlier. On average those questioned said they would reduce their workweek by more than ten hours if 
they could.4


It is theoretically possible, of course, that the richest 
nation in the world will never move forward in the direction 
that is increasingly common elsewhere. On the other hand, 
as technological progress continues-and as the capacity of 
one hour's work to produce three, four, or possibly even five 
times what it now produces continues to increase-at some 
point during the coming century, almost certainly Americans 
are likely to demand that the United States begin to follow 
the trend of other nations.
It is at this point that some of the most interesting questions come into play.
In 2003 the U.S. economy produced just over $38,000 for 
each individual, or just over $152,000 for every group or family of four. Per capita production in the United States 
increased more than sixfold during the twentieth centuryeven though the economy was jolted by two World Wars and 
the Great Depression. Although the gains might well have 
been greater had these costly events not intervened, we may 
use the twentieth-century trend as an initial rough baseline.
Projecting twentieth-century growth forward yields a very 
large number by the end of the twenty-first century-minimally $220,000 per capita and $880,000 for each group or 
family of four. (All in 2003 dollars-far more, of course, if 
inflation is considered.)
Per capita GDP will still be impressive by the century's 
end if the conservative assumptions used in the Social Security Trustees Report are followed: $125,000 per person, or 
$501,000 per group of four (again, all in 2003 dollars).5 
Even if such projections are substantially discounted (we 
shall explore ecological limitations shortly), they suggest 
some obvious possibilities.
In Chapter 2 we noted Segal's proposal that we should aim 
to reduce the average workweek for both men and women to 
something like twenty-five hours. The proposal appears 
utopian in terms of immediate prospects. On the other hand, it is hardly a major stretch beyond either European practices or the emerging technological possibilities. In France nearly 80 percent of all those in full-time employment worked thirty-six hours or less as of September 2002; in Germany metalworkers, who currently work a thirty-five-hour week, have been pushing to extend this to eastern Germany; and the union's longerterm goal is a workweek below thirty-five hours throughout the country. If the American workweek were even to be cut in half, the U.S. economy would still be able to produce an extraordinary amount for each family by the century's end.6


Indeed, greater work-time reductions are conceivableand in principle could be achieved with no diminution of living standards (and plausibly an increase) for the vast majority of Americans. A recent estimate is that productivity gains of 2 percent per year-if fully translated into reduced work-time-would cut roughly seven hours off the workweek in the course of only one decade.?
Although many moderates and liberals have shied away from such questions, Robert Fogel has argued that as early as 2040 current trends and "technophysio evolution" could produce a 1,400-hour work-year, a 30-hour workweek, 30 holidays, and 12 sick days. Further movement in the direction of shorter working hours, he suggests, would continue as the century progresses.*$  
The fundamental long-term political-economic problem is not whether major changes in the workweek are likely to be technologically feasible; it is how, specifically, the fruits of technological change can be translated into equitably distributed reductions in the workweek as time goes on. The specific question is how to allocate the financial gains made possible as the productivity of the economy improves.


The logically available options are not difficult to define. The most straightforward but perhaps least likely method of achieving a reduction in working time is simply to enact legislation reducing the workweek-and then penalize companies that violate the law. The difficulty is that both workers and corporations oppose a mandatory approach. The legally set forty-hour week with pay increases for overtime is the basis of our current stalled system, and legislation making it more restrictive is not likely.9
Juliet Schor has proposed that companies be required to allow workers to choose whether they prefer to take the value of some portion of productivity gains in increased pay or in reduced hours. This would give workers the right to take more time off, something few now have as a matter of right. Here, however, powerful corporate opposition stands in the way of mandated requirements.'°
Given the political realities, almost certainly a strategy that offers carrots as well as sticks will ultimately be necessary. One precedent is the thirty-five-hour-week legislation enacted in France in the late 1990s-an approach that required a reduction in hours worked but compensated employers through the tax system for continuing to provide workers the equivalent of full-time pay.*   Variations on this theme can be found in other nations that (commonly to help spread employment) in one way or another also pass through compensatory payments to the company and the worker.
In Austria older workers (men at fifty-five, women at fifty) can reduce working hours and receive partial compensation for the loss of earnings involved: hours are cut in half, but 
workers receive 75 percent of their former salary and 100 
percent of the employer contributions to the state health care 
and pension insurance systems. The employer is reimbursed 
through tax reductions by the government. In Italy full-time 
workers nearing retirement age who are replaced by new 
hires may move to part-time work and receive government 
support to bring wages up to previous levels.I I


Segal has suggested an expansive work-reduction system 
that in certain respects both extends European precedents 
and links them to other well-tested U.S. policies. Segal proposes enacting a "Simple Living Credit" modeled on the 
current Earned Income Tax Credit (EITC). This would be 
structured so as to allow individuals to reduce hours worked 
with a less-than-proportional drop in income. The EITC has 
proven acceptable to many business groups because it in part 
implicitly subsidizes labor costs. The enactment of numerous 
state and local forms of EITC over the last decades also suggests the potential political feasibility of an expanded 
approach at some point in time. Segal estimates that a 
phased-in credit of $10,000 for families with combined 
income of $60,000 would permit a reduction in working 
hours of 25 percent-with a corresponding after-tax income 
decline of only 10.5 percent.12
A fully evolved long-term program would likely build 
upon either the indirect subsidy route of the French, Austrian, and Italian models, or on Segal's direct approach using 
EITC-related strategies, or on both so that the workweek 
could be progressively and systematically reduced over the 
course of the century.13
Drawing in part on the work of the Swedish economist 
Gosta Rehn, Carmen Sirianni has offered the additional suggestion that reductions in work-time should be tailored to 
individual preferences. Instead of everyone reducing the 
workweek by a certain number of hours at the same time, a 
person could choose to take an equivalent amount of time off in different ways-perhaps several months at a time for one, perhaps a year for another.*14  


Low-income individuals who must work long hours to provide for their families obviously have far less choice than middle- and upper-income Americans. Even assuming support for a general reduction in work-time, a critical long-term question is whether time can be allocated equitably-which is to say, in a manner that also provides benefits to lower-income Americans. A coherent approach would ultimately likely entail both a major expansion of the current EITC and perhaps some form of basic income as proposed by Philippe Van Parijs, Bill Jordan, and others. Over the long haul, such an effort would inevitably also converge with a comprehensive general strategy to reduce inequality (see Chapters 1 and 18).
The obvious issue, again, is how a serious-scale program might ultimately be financed. We are once more back full circle to large-order questions of resource allocation andgiven the dead ends facing traditional strategies-whether, over time, a transition to a new approach might one day be achieved. And again, if there is no way forward under current strategies, then either there can be no solution-or ultimately an alternative approach must be considered.
There has as yet been very little discussion of such matters in connection with time-allocation issues. A major shift would clearly require a buildup of understanding of strategies beyond traditional taxation, a much sharper focus on how resources are currently allocated, the systematic organization of an alliance of the majority, and finally a critical (if perhaps slow) return to a moral commitment to achieving equity in the U.S. system.


There are reasons to believe the first of these requirements-a buildup of understanding of the need for new approaches-is slowly beginning to develop: we have noted the Ackerman-Alstott suggestion of a 2 percent tax on wealth, the proposal of Thomas Michl for a net-worth tax, and the suggestion of Leon Friedman of a 1 percent tax on wealth owned by the top 1 percent. Kevin Phillips and Jeff Gates (among many others) have also urged that wealth taxation must now be put on the American agenda. Robert Kuttner adds that a wealth tax is "by definition, the most progressive way to raise revenue, since it hits only the very pinnacle of the income distribution." A large group of multimillionaires has launched a campaign opposing elimination of taxes on inherited wealth-paid only by the top 2 percent-as "bad for our democracy, our economy, and our society." Even Donald Trump has proposed a one-time 14.25 percent net worth tax on Americans with more than $10 million in assets. 15
Economist Edward Wolff points out that most European nations have for years levied general taxes on wealth. Wolff suggests that the United States follow suit with a wealth tax based on the current modest Swiss effort-an approach that, if applied to America, would involve marginal rates of 0.05 to 0.30 percent after exempting the first $100,000 per household. Existing European practice, in fact, offers precedents for a much more aggressive approach. Wealth taxation rates in ten other European countries are much higher-often between 1 and 3 percent-and would yield very considerable revenues if applied here.*16  


Taxation of wealth, of course, has long been central to the American tax system for the kind of wealth most Americans own-their home. *   Broader wealth taxation-a "property tax on wealth"-of the kind increasingly being discussed would likely exempt home-ownership and middle-class levels of other assets and focus primarily on large-order elite wealth concentrations. 17
A comprehensive long-term approach to managing major reductions in the workweek would also likely require new Pluralist Commonwealth-style investment strategies based in part on analyses like those of Roemer, Meade, and Kelso reviewed in Part I. Groundwork has begun to be laid for an understanding of these as well. The most obvious precedent that might be built upon is the Alaska Permanent Fund. In a good year this already produces an income stream (for a family with three children) that approaches Segal's goal of $10,000 in direct payments (see p. 117).
The numerous investment strategies now increasingly being offered in connection with Social Security also would assemble and invest capital in order to achieve income flows to individuals (in this case the elderly)-and as we have seen, the management mechanisms in common use by public pension funds also demonstrate the feasibility and efficiency of public strategies that invest assets on behalf of broad groups of citizens.
The longer-term logic of such precedents suggests the establishment ultimately of a public authority that would slowly build up a capital reserve for investment to support new time-use (and other) strategies. Such an authorityimplicitly a Public Trust, one of the core institutions of the Pluralist Commonwealth-might ultimately draw upon a variety of additional sources, beyond income and wealth taxation, to finance major system-wide allocations over the long 
haul of the century (see Chapter 6).


Might clear targets of political attack ever be successfully 
defined in support of such demanding and far-reaching 
strategies? Several observers believe that the way to a much 
more challenging longer-term politics may quietly be developing because of what Paul Krugman terms "tectonic shifts" 
now taking place among American elites.18
The super-elite-the people Krugman, Kevin Phillips, 
and others have termed the new "plutocracy"-increasingly 
live in a very, very different world from most Americans and 
in a radically different culture. It is a world where homes cost 
$5 to $10 million and where $5,000 grills, $14,000 Hermes 
Kelly handbags, $17,500 Patek Philippe wristwatches, and 
$100,000 luxury automobiles are commonplace.19
The world of the new plutocracy is also a world of routine 
white-collar corruption. The former Enron CFO Andrew 
Fastow as of this writing faces a 109-count indictment for 
alleged manipulations that prosecutors believe garnered Fastow $30 million and an additional $12 million for his associate Michael Klopper (who has pleaded guilty to federal 
charges). Global Crossing's chairman, Gary Winnick, it 
appears, may have made off with more than half a billion 
dollars as his company was moving toward bankruptcy and 
its own federal investigation. WorldCom, another telecommunications giant facing bankruptcy and criminal investigations, paid out hundreds of millions in bonuses and loans to 
those at the top during its last years.20
Above all, the world of the super-elites is a world in which 
wealth ownership has become extremely concentrated-far 
more so than is commonly understood. Although many Americans own small amounts of stock, the ownership of wealthparticularly financial wealth-is medieval in character.
The richest 1 percent of households now owns half of all 
outstanding stock, financial securities, trust equity, and busi ness equity in the United States. A mere 5 percent owns more 
than two-thirds of America's financial assets. In recent years 
those with incomes over $1 million-a minuscule less than twotenths of 1 percent of all taxpayers-made more money from 
stock sales than all the rest of the nation combined!2I


"The rich have always been different from you and me," 
Krugman observes, "but they are far more different now 
than they were not long ago-indeed, they are as different 
now as they were when F. Scott Fitzgerald made his famous 
remark" that they were different from most Americans. 
Political scientist Alan Wolfe adds, "There are really only 
two classes in America now, the top 2 percent and everybody else."22
The Bush administration has showered the super-rich 
with special benefits-massive reductions in income taxation, in estate taxation, in capital gains taxation, and in dividend taxation. If-when-at some point a backlash occurs 
among the growing number of Americans experiencing economic pain and ' the stress of ever greater time pressures, 
there is a more than reasonable possibility that a target of 
ever greater clarity at the top may slowly be brought into 
sharp political focus as the century progresses.
It is even possible that at some point during the century, 
the majority will wake up to its power and create an alliance 
to demand change.
Quite apart from the equities involved, more free time is one 
of the most important requirements of any serious long-term 
system-wide approach to building solid foundations for individual liberty in the new century. Again, a systematic strategy 
for opening up free time is absolutely essential if there is to 
be a renewal of democratic participation (see above and 
Chapters 2 and 4).
Although such questions increasingly confront both men 
and women, the painful choices and pressures facing American women suggest that as a group, women are ultimately 
likely to have the greatest stake in a positive resolution of time-use issues-and a stake, too, in the difficult challenge of developing a long-term politics that offers hope of altering current work-versus-family patterns.


By now the situational logic facing U.S. families in general and women in particular is well-known. For all but the very well-to-do the choices are stark:
(1) The husband and wife both work, and someone else is hired to raise the children for many hours of the day.
(2) The husband and wife both work, and the wife (rarely the husband) does double-duty raising the children.
(3) Both the husband and wife work and both attempt to raise the children in a shared fashion.
The first choice not only involves leaving the child in the care of someone else for substantial periods; for most people, it increasingly means a series of several "someone elses," since good and sustained help at affordable cost is hard to find-and since most families do not make enough money to pay for such help either in the form of nannies or decent day care. Low-paid, poorly trained help tends to move on, leaving the children to make do as best they can with the next low-paid, poorly trained person ... and the next ... *  
Aside from the personal and family costs involved, a substantial body of research suggests that consistent caregiving may be extremely important to both psychological and cognitive development in the very early infant years. This need not be the parent; it does need to be someone regularly and 
lovingly there. The cornerstone of healthy emotional and 
intellectual development for very young children is also highquality early child care.23


But high-quality care is even more expensive-from a low 
of $3,900 a year for minimal levels of quality care to more 
than $10,000 in many cities. In 2000, according to the Children's Defense Fund, "the average annual cost of child care 
for a four-year-old in an urban area center [was] more than 
the average annual cost of public college tuition in all but 
one state."24
Accordingly, the first option, though available in theory, 
is rarely available in practice for most Americans-that is, 
for all but those at the top, who can afford expensive care. 
The second of the bad choices often produces the anguish of 
the so-called Superwoman model-a thoroughly exhausted 
and depleted woman, a tense marriage, and an inadequate 
capacity to give full attention either to child-rearing or to a 
career. "There is no more time in the day than there was 
when wives stayed home," observes Arlie Hochschild, the 
author of The Second Shift, "but there is twice as much to 
get done."25
"Time use studies demonstrate that working mothers put 
in longer hours than almost anyone else in the economy," 
adds Ann Crittenden, the author of The Price of Motherhood. 
"On average ... more than eighty hours a week ... the 
equivalent of two full-time jobs."26
The problem is significant at all levels-not simply for 
those with low incomes. Professional women under the pressure of career competition (reinforced by widespread gender 
discrimination in the workplace) commonly feel they must 
put in more time on the job and after hours than nonprofessionals. Even when there is more money available, ironically, 
time may be tighter and the pressures and stress higher 
among many at the professional level.
The third option-that of the husband sharing a significant portion of child-rearing-offers the logical possibility of ultimately equalizing gender roles and, too, of a potentially 
nurturant model of sustained child-rearing. However, given 
real-world differences between male and female earning 
capacity, when the male reduces his work-time, this usually 
entails very substantial costs to family income.27


It is an option theoretically available to all, but one that in 
practice is limited, again, to a small number of families where 
money either is not important or where women earn far 
more than median salaries. As Crittenden observes, "[I]n a 
middle-income family, with one parent earning $30,000 per 
year as a sales representative and the other averaging 
$15,000 as a part-time computer consultant," the numbers 
just do not work. In the real world, it means the woman commonly severely compromises her goals and aspirations.28
Nontraditional families face many of the same fundamental 
dilemmas. For most families there are simply no satisfactory 
ways out of the three-sided box defined by current economic 
constraints; still fewer are there realistic possibilities for moving toward creative, equal, and more generous gender roles 
and definitions. There are only poor compromises.
For low-income families, the three-sided box often 
becomes a slowly tightening three-sided vise that makes any 
option an excruciating compromise. In all too many cases 
the painful reality is that two adults together work three or 
more jobs to make ends meet, and the children are left to 
their own devices or to be raised by television.29
In principle, logical long-term solutions to the basic problem 
are quite obvious. The first is simply to provide sufficient 
resources to pay for first-rate day care services. "First-rate" 
means ongoing caregiving by people who can-and want 
to-maintain sustained relationships with children. The 
costs of various national programs have been estimated at 
between $50 and $123 billion per year (the latter figure for 
free care for all). Brookings scholar Isabel Sawhill calculates 
that a French style (creche) system of day care would cost 
about $8,000 a year per child (or $61 billion). Economist Barbara Bergmann suggests beginning with a $15 billion 
program targeted to low-income children.30


But again, financing a serious strategy in this direction 
clearly would require confronting the dilemmas of the 
resource allocation problem in ways that point ultimately to 
strategies beyond those now at a dead end. Many advocates- 
Hochschild, Crittenden, Bergmann, and others-have urged 
that day care be made a priority; few have as yet confronted 
the need for a fundamentally new political-economic strategy, 
and new alliances, to achieve the resources necessary to 
finance it.
A second and more basic solution returns us to the longterm logic of time use. Over the course of the century a 
reduction in necessary work-time, say, to the twenty-fivehour week urged by Segal, offers the logical possibility of 
both the husband and wife sharing child-rearing duties if 
they so desire-or of either or both working more hours 
(without total exhaustion) to pay for good child care.
Political theorist Philip Green urges that a "democratic 
division of labor in reproduction requires that as a matter of 
course, that is of mutual expectation, men share parenting 
in some rough equality with women, regardless of how 
much time off from external employments this may 
require."31 We cannot ultimately achieve real change, Joan 
Williams stresses, until-quite simply-we "redefine the 
nature of equality."32
But this, in turn, requires that the benefits of technological progress are translated into financial resources to make 
this possible. We are back by still another route to the basic 
questions of how new Pluralist Commonwealth approaches 
might be developed and how new alliances to achieve them 
might be fashioned over time. The challenging reality facing 
those concerned with gender roles and child-rearing, on the 
one hand, and those concerned with time use and allocation, 
on the other, is the same.
The strictly political implications are again obvious. If 
change is ever to occur, at some point women and others deeply concerned with time problems will have to confront the need for a new political-economic approach-and for a long, difficult struggle. They also will have to come to terms with the question of how to build common cause with others facing similar pressures so that together they can force serious proposals for change.*  


The above formulations focus primarily on middle-income families. Unless problems at the bottom of the system also are addressed directly, however, the solution to a middleclass family's problem can all too easily become just another way to pass the buck to those below-especially to racial minorities and immigrant women. As social historians Linda Martin and Kerry Segrave observe, "Every time the housewife or working woman buys freedom for herself with a domestic, that very same freedom is denied to the domestic, for the maid must go home and do her own housework."33
Sadly, Yale's Dolores Hayden points out, many women "may never ask how their private maid or child-care worker arranges care for her own children." Nor, we may add, do many men.34
In short, any serious consideration of the larger issue once more forces the profound question of overall income inequality to the surface-and suggests that, difficult as this may be, a serious solution will ultimately require radically new structural arrangements.
In all this we are beginning to confront some of the most fundamental issues posed by the coming technological opportunities, on the one hand, and current political arrangements, on the other. It is clear that quite new and positive possibilities will be well within technological reach. It is also clear that, given the power of existing arrangements, a serious way forward may not be possible-even over very 
long stretches of time.


In larger historical perspective what is important at this 
point is not simply the question of how time might be allocated over the course of the century, or even the question of 
how gender roles might be altered. It is whether individuals 
at all levels begin to confront the emerging logic that suggests that either economic pain and social decay will continue, perhaps indefinitely-or that a new approach must at 
some point be clarified that allows diverse groups to come 
together around different strategies aimed at achieving longterm system-wide change.
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Beyond Super-Elites 

and Conspicuous Consumption
Real Ecological Sustainability 

in the Twenty-First Century
[image: ]HE OVERRIDING ISSUE OF ecological sustainability offers 
a final perspective on the problem of resource allocation, 
the need for new political-economic strategies, and the possibility of additional groups that might one day join in a 
realignment of U.S. politics around Pluralist Commonwealth 
themes. It also casts important light on how a number of initiatives might be combined to reinforce one another and to 
undergird a longer-term model of sustainable development if 
and when new political possibilities open up over the course 
of the century.
Although there is dispute about the precise dimensions of the 
problem, prudence alone suggests the importance of confronting basic ecological limits. The issue goes beyond the 
narrow question of physical depletion of specific resources. A 
deeper problem is the system's finite capacity to deal with the 
secondary effects of our current mode of economic activitywhat ecologists call "sink" problems. The earth's atmosphere 
simply cannot absorb infinite amounts of carbon dioxide produced by burning fossil fuels; its water systems cannot absorb 
the runoff of nitrate-based fertilizers used in modern food 
production without damage to the ecosystem.I
Again, the developed world in general-with the United 
States leading the way-consumes an extraordinary proportion of the world's goods and services. In 1999 the World Bank estimated that the world's wealthiest nations-with 
roughly 16 percent of the global population-were responsible for 80 percent of private consumption. The United States, 
with less than 5 percent of the global population, consumes 
roughly 25 percent of the world's beef. Americans use 26 percent of world oil, 26 percent of world coal, and 27 percent of 
world natural gas. The United States produces 24 percent of 
global carbon emissions. Research by two government metallurgists suggests that in the brief period from 1940 to 1976, 
Americans alone used up as large a share of the earth's mineral resources as did everyone in all previous history.2


The late Kenneth Boulding has put the central point acerbically: "[A]nyone who believes that exponential growth can 
go on forever is either a madman or an economist." (Boulding, himself a highly regarded economist, was impatient with 
many in his own profession who were unwilling to look 
beyond the limits of narrowly defined technical concerns.)3
"We are practicing a kind of commerce," adds Ed Ayres, 
the editor of World Watch magazine, "that is drawing down 
the Earth's finite resources-its topsoil, water tables, and 
genetic resources-far faster than natural processes can 
regenerate them."4
Numerous near-term proposals have been offered to promote greater ecological sustainability-from carbon taxes, 
recycling efforts, and renewable energy policies, to programs to reduce population growth. Most sophisticated 
observers understand, however, that even the most promising initiatives, like the "Type A" and "Type B" partial 
reforms considered in Chapter 13, are likely at best (possibly) to slow the growth of-rather than reverse-ever worsening trends. A coherent approach thus also requires a 
long-term strategy for dealing with the underlying drivers 
that create unsustainable growth.
At the outset of the twentieth century Thorstein Veblen coined 
the phrase "conspicuous consumption" to describe a form of 
materialism that has far more to do with demonstrating one's place in society than it does with meeting a physical or other 
need. Modern scholars have explored related conceptsincluding hunger for the kinds of "positional goods" that only 
elites can afford, pressures to emulate those ahead of one in 
career ladders, defensive strategies to keep from falling 
behind, and many similar efforts.5


Just how strong such pressures can be is suggested by 
studies of what Americans feel they need in order to achieve 
their hoped-for goals. In 1986, when median family income 
was only $29,458, survey researchers found that on average 
Americans felt they really needed far, far more-$50,000- 
if they hoped to fulfill their dreams. This benchmark, of 
course, only offers a snapshot at one moment in time. The 
ongoing moving picture reveals a deeper dynamic. Only 
eight years later, in 1994, what people felt they needed had 
more than doubled-to $102,000 (while actual median family income had risen to only $38,782 in current dollars).6
Not surprisingly, even as incomes have grown over time, 
Americans (and others) have not experienced greater happiness. Quite the contrary; given the expanding dimensions of 
their unsatisfied aspirations, millions feel they are on a treadmill running faster and faster simply to stay in place. Over 
the roughly four-decade period between 1957 and 1995, the 
U.S. economy and consumption expenditures both just 
about doubled. The proportion of Americans who described 
themselves as "very happy," however, did not change in any 
significant way.7
Ever more expansive materialism is driven in significant 
part by the pattern set by those who can afford high-level 
purchases. After "the rich and super-rich began a bout of 
conspicuous luxury consumption" in the early 1980s, Juliet 
Schor reports, members of "the upper middle class followed 
suit with their own imitative luxury spending." In turn, the 
80 percent below who lost ground also "engaged in a round 
of compensatory keeping-up consumption."8
As we have noted previously, even when there is no worsening in the relative distribution of income, as economic growth continues over time there must be an expanding absolute gap between those at the top and those at the bottom. To recall, if I have $50,000 this year and you have $1,000-and next year I have $100,000 and you have $2,000-the relative distribution of income has not changed since the ratio between our incomes remains constant at 50 to 1. However, the real-world distance between us has gone from $49,000 to $98,000 (see p. 17).


Dynamic processes of the kind that systematically expand the gap between those at the top and those at the bottom generate a powerful "envy machine"-a social and cultural dynamic in which even those who climb the ladder, step-by-step, regularly experience the space between the rungs getting greater and greater and the distance to the top farther and farther away as they climb (if, in fact, they do climb).9
"Compensatory consumption" to keep up is also driven by factors that are not directly related to envy or status. Essential to getting into a top college is a high-quality primary and secondary education. However, as Robert Frank has observed, for those who can only send their children to public schools, this almost always requires purchasing a home in a neighborhood supportive of good schools-that is, a location where prices are inflated by high incomes at the top.*lo  
Again, the "arms race" among car buyers is not simply a matter of taste or status-striving. To the extent that drivers of small, relatively fuel-efficient cars face the possibility of collision with a 7,500-pound Ford Expedition, they may 
understandably feel compelled to buy a larger car for the 
sake of safety alone.


The capacity of top elites to keep raising the bar in connection with consumption is almost unlimited. Income 
received by the ten most highly paid CEOs in the United 
States, as we have noted, rose from an average of $3.5 million in 1981 to an impressive $19.3 million in 1988. By 2000 
it had skyrocketed to an average of $154 million. Meanwhile 
workers' wages did little more than slightly outpace inflation 
during the same decades (see pp. 10, 18, and 174).11
Several scholars have urged reforms that begin to suggest an 
initial line of attack on the expansive consumption and 
resource challenges created by such pressures and relationships. Schor, for instance, proposes ending the tax 
deductibility of advertising costs by corporations as a way to 
reduce some forms of unnecessary consumption. (A limited 
version of this approach has also been suggested by Senator 
John McCain.) Schor and others also urge new taxes on luxury items. One specific proposal would provide that "the 
high-end, status versions of certain commodities would pay 
a high tax, the mid-range models would pay mid-range taxes, 
and low-end versions would be exempt." I2
It helps to be specific about the meaning of the term "luxury items." We have noted expensive grills, wristwatches, 
handbags, automobiles, and the like. The luxury (limited edition) fountain pen market, with prices ranging up to 
$230,000 for a single pen, is now large enough to have 
attracted thirty-five competitors. (One recent entrant, 
Renaissance Pen Company, offers a gold-and-diamond 
"Michel Perchin" line averaging $45,000 for each pen.) 
Nokia recently launched a line of handmade cell phones with 
sapphire crystal displays and precious jewels as buttonswith a price tag of $19,450. In 2002 Mercedes-Benz introduced a new Maybach sedan with base prices beginning at $310,000 to $360,000; Ferrari had a three-and-a-half-year waiting list for its $170,000 360 Modena Spider.13


A somewhat broader approach is Frank's proposal for a progressive consumption tax to replace the federal income tax. This would exempt all savings from taxation-plus an additional $7,500 deductible amount per person ($30,000 for a family of four). It would then steadily increase the progressivity of taxes on the remaining income devoted to consumption-with a top marginal tax rate of 70 percent on income and consumption expenditures above $500,000.''14  
Important as such measures are, addressing the huge and growing income disparities that drive wasteful consumption patterns would clearly ultimately require much more far-reaching strategies to deal with the underlying social and economic dynamics. One obvious element of a longrange approach converges with elite-challenging efforts that have emerged in connection with other Pluralist Commonwealth issues-namely, greater elite taxation, including wealth taxes and a return to income taxes that might range up to pre-Reagan era rates of 70 to 91 percent for the top 1 to 2 percent.
Long-haul strategies that challenge elite income and wealth, and thereby consumption, serve both an economic and a larger cultural purpose. They begin to give content to the ecologically-and for many, morally-important principle that at some point enough is enough (or should be). Just as the environmental standards developed in local community processes help lay the groundwork for longer-term change, such strategies contribute to the development of norms that might ultimately undergird a fully developed long-term "sustainability" policy regime (see p. 142).''  


A proposal by the former chairman of the House Budget Committee, Martin Sabo, points to a further issue that a serious long-term approach would also need to addressnamely, the ratio of income at the top to income at the bottom (i.e., not simply the extraordinary levels of elite income). Sabo has proposed legislation that would eliminate the deductibility to corporations of compensation at the top that is more than twenty-five times that at the bottom.15
Taxation that challenges excessive elite income and consumption-both economically and culturally-could also help generate resources that might in turn be channeled back to support an expanded EITC-type program to raise floor-level incomes, thereby reducing the social distances that contribute to compensatory consumption. Additional precedents for dealing with inequality from the bottom up include increasing minimum wage levels and enacting "living wage" requirements. 16
Over the course of the century, a comprehensive strategy to undercut excessive materialism might slowly reduce ceiling levels of elite income (or minimally, slow the rate of increase of ceiling levels) at the same time that low-income floor levels are raised-so that ultimately the income distribution might begin to compress toward greater degrees of equality.
Additional sources of revenue could be tapped for these and related purposes. We have noted that corporate taxes declined from 35.4 percent of all federal budget receipts in 1945 to 7.4 percent in 2003. Even a partial return to levels of previous years would produce significant revenue flows. (Sev eral states have demonstrated that it is politically feasible to move much more aggressively in this area. New Jersey, for instance, more than doubled its corporate tax levy in 2002after twenty years of decline.*17  


David Bollier, the author of Silent Theft, has clarified the potential of another source of funding that might be drawn upon for such purposes-increasing the royalties from public mineral, timber, and other resource extraction; from the use of public airwaves and the electromagnetic spectrum; from government-funded research (particularly in connection with pharmaceuticals); and from the use of government's extensive information holdings and other segments of the public "commons." Bollier suggests establishing "stakeholder trusts that give all citizens a personal stake in public assets." In similar fashion, trusts might be used to fund such important public goods as education, public broadcasting, and land conservation.18
Bollier points out that the management of the public lands that comprise one-third of the nation has for decades been characterized by "sweetheart deals pushed through Congress and federal agencies." Corporations "have obtained discount access to huge quantities of publicly owned oil, coal, minerals, timber and grass-lands while wreaking serious environmental havoc." 19
A related proposal is that of Peter Barnes, the author of Who Owns the Sky?, for a "SkyTrust" funded through the sale of permits for the right to release carbon into the atmosphere. The Sky Trust would make annual payments to each U.S. citizen in a manner similar to that of the Alaska Permanent 
Fund. Barnes has also proposed a tax of perhaps 5 percent on 
all initial public offerings of stock to capture some of the 
value created by the public by virtue of its maintenance of the 
federal securities regulatory system.20


Large-order longer-term system-wide Pluralist Commonwealth Public Trust strategies could permit the development 
of additional income flows not dependent upon either taxation or increased royalties and the sale of permits. Here a key 
question is not only who owns the existing productive wealth 
of the nation, but who will own the new wealth that will 
inevitably be created in the future.
The United States will be built and rebuilt anew over the 
course of the twenty-first century. Much of the capital infrastructure-homes, roads, public and private buildings, all 
forms of equipment and transportation, virtually everything of 
significant durability-will be replaced and substantially 
increased. On conservatively estimated current replacement 
rates, new factories will take the place of old ones at least twice 
during the century (and the equipment within them will be 
replaced at least six times), new offices will take the place of 
old ones at almost the same rate (and office equipment will be 
replaced fourteen times), warehouses will be replaced twiceand then again early in the following century.21
As population moves from 270 million to 400 million and 
beyond, other entirely new productive investments will also 
be needed-adding the equivalent, minimally, of capital 
roughly half again as large as our current stock (far more, of 
course, if Census Bureau population projections moving 
toward the 1 billion range are realized).
As we have seen, Louis Kelso and others have put forward 
strategies that utilize public loan guarantees or other widely 
accepted forms of government-backed insurance to finance 
new capital formation aimed at broadening wealth ownership. Strategies based on the same principle could also pro vide a major long-term source of capital for Public Trust investment aimed at producing income flows to help narrow the growing income gap and for other public purposes!  


The invidious comparison and envy machine mechanisms associated with great inequality are not the only sources of ecologically unsustainable growth. Other underlying drivers involve the foundational conditions of everyday work and community life. Among the well-known pressures generating status-oriented consumption in this regard are economic insecurity, a dearth of meaningful personal relationships and a sense of community, and insufficient time and encouragement to pursue creative and fulfilling activities that do not require materialist consumption.
Psychologists Tom Kasser, Richard Ryan, and several other researchers have shown, for instance, that low levels of life satisfaction in social and family relationships are strongly correlated with high levels of materialism. "Faced with the loneliness and vulnerability that come with deprivation of a securely encompassing community," New York University professor Paul Wachtel writes, "we have sought to quell the vulnerability through our possessions."22 What is often interpreted as materialism, adds Thomas Power, is in reality a "demonstration of the pathologies of social deprivation." 
What is really being sought "is participation in authentic 
social and natural worlds."23


Sophisticated advertising professionals exploit this painful 
reality: Barry Feig, the author of Marketing Straight to the 
Heart, tells fellow marketers that one of the best ways to 
increase sales is to stress the "real reasons" (as opposed to the 
"logical reasons") people make purchases-"hot button" emotional needs, including "desire for control," "family values," 
the "nurturing response," and the "need for belonging."24
A number of the community-oriented strategies explored 
in Part II help open the door to dealing with foundational 
problems of this kind-especially specific policies aimed at 
achieving greater local economic stability and thereby individual job security, and the emphasis placed upon strategies 
designed to nurture community economic and social wellbeing. Locally anchored worker-owned firms, CDCs, municipal enterprises, and the like also further such goals (as well 
as the general principle that wealth ownership should benefit the larger community).
The development of a secure community, as we have seen, 
is of strategic-not simply tactical-importance for other reasons as well. In the absence of economic security localities 
have very little ability to resist corporate relocation threats that 
run counter to a variety of ecologically significant measures. 
This, in turn, weakens the general capacity of communities to 
develop ongoing support for ecologically significant standards.
Wealth-related approaches to financing changes in work 
pressures and free time could also obviously help increase 
community participation and contribute to nurturing the networks that sustain and create the reality of "community" as a 
lived experience. Free time is the precondition, too, of developing meaningful individual pursuits in the arts, crafts, and 
education-and thereby encouraging ways other than consumption to fulfill personal identity goals (see pp. 201-206).25
Viewed in broader historical perspective, it is clear that the 
growth and power dynamics of large economic enterprises (private and public alike) present fundamental environmental challenges in all political-economic systems.*   Corporate growth-driven priorities that are inimical to a regime of reduced consumption, reduced material resource use, and ecological sustainability are particularly difficult to contain. In general, the Pluralist Commonwealth strategies attempt to slowly and steadily undercut the economic and social forces that permit unrestrained expansion by building up converging lines of foundational restructuring over time. Especially important are those that reduce key inequality and psychological consumption drivers, on the one hand, and measures designed to establish conditions needed to develop new community cultural norms, on the other. In addition, public accountability and transparency are basic principles of the Public Trust and other public wealth-investing institutions. We have previously also noted some of the ways public utilities have achieved high efficiencies and reduced energy consumption.26


In all of this, we are again obviously beginning to confront some of the most far-reaching and difficult issues likely to challenge not only the U.S. political economy but virtually every political economy over the coming century. It is by no means clear that viable solutions will ever be found to the problem of ecological sustainability-or that those concerned with the environment will come to terms with the need to form alliances with others beginning to confront some of the common resource-related issues and systemic questions involved.
What is clear is that any attempt to deal seriously with the central issues will ultimately require a self-conscious effort to move beyond the conceptual limits of traditional approaches to consider strategies that confront the underlying sources of the problem.
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Coda
Twenty-First-Century Populism
[image: ]TE MAY STAND BACK from these various considerations to 
, reflect upon a larger analytic point. The difficulties facing progressive strategies do not stem simply from the election 
of George Bush or from the massive and growing fiscal difficulties that his time in office has produced. We are entering an 
era in which systemic problems are slowly coming ever more 
forcefully into play. In the first instance the deeper challenges 
involve the decay of political-economic forces that once helped 
maintain a modicum of balance in the American system.
For much of the twentieth century organized labor provided powerful backing for progressive politics in general, 
and for strategies aimed at securing gains for Americans not 
among the upper ranks of society in particular. Even allowing for the continued importance of unions, this is no longer 
true. With corporate power increasing as labor declines, and 
with upper-middle-class suburban-based economic power 
firmly entrenched, the politics of the twenty-first century will 
be very different from that which many Americans once took 
for granted.
One result is that the fundamental stance of social democracy in general, and American liberalism in particular, will 
continue to come under increasing pressure. A second result 
is that traditional ameliorative strategies must lose force as 
time goes on. A third result is that larger, more fundamental 
institutional issues are likely to become increasingly obvious-and ultimately unavoidable.


History reminds us that the faltering of one form of 
change is rarely the end of all forms of change. It is commonly observed that when reform is blocked, a radicalization 
of politics often occurs. Targets of political attack become 
more sharply focused, anger increases, moderate tactics are 
abandoned, often violence explodes. We know the scenariosometimes successful (as, for instance, in the American Revolution); sometimes not (as, for instance, in the radical 
Southern challenge to the Union that led to the Civil War).
What the situational logic of the emerging context suggests is a new twenty-first-century possibility-one related 
to, but also different from, the radicalization option. The 
beginning point is not the total blockage of traditional progressive strategy but a substantial and continual fading away 
of its promise. Moreover, the nation is extremely rich, meaning that desperation levels are unlikely to reach revolutionary 
levels (except among tiny groups) or give rise to major-as 
opposed to occasional-violence.
Something appears likely to "give," but the traditional 
posture, tone, and style of reform no longer offer sufficient 
meaning or hope to mobilize the energies needed for major 
change. A likely result is the emergence of an intermediate 
position that involves a more angry, militant, and aggressive 
(but not revolutionary or necessarily violent) style of politics, 
on the one hand, and a more aggressively and narrowly 
focused targeting of politics, on the other.
The term "twenty-first-century populism" points to far 
more than the mere rhetorical framing of issues implied in 
some usages. Indeed, it designates a specific and historically 
distinct strategic arrangement of groups and a distinct and 
considered understanding of the sharpening of issues 
required both to mobilize effective long-term political activity and to blunt inevitable elite-driven efforts to divide and 
conquer those striving for reform.
The politics of the intermediate form of change is inherently hospitable to the simultaneous and converging development of new Pluralist Commonwealth wealth-holding strategies and principles. Indeed, it requires the kinds of new 
economic approaches that, as we have seen, are now developing in all parts of the country. The new politics is thus also 
likely to accelerate and nurture the further development of 
practical system-shifting institutional efforts.


The overall arc of development also offers the promise of 
new ways to undergird individual choice-and the time and 
security to exercise such choice creatively and in the context 
of communities sustained by new political-economic strategies. It is not, accordingly, simply about social and economic 
matters or systemic change writ large. It is about individual 
fulfillment in the context of community.
Historian Lawrence Goodwyn's studies of nineteenthcentury populism suggest the emerging changes may offer 
one additional possibility. Individuals who come together to 
demand a new way forward, in so doing, may well also 
rebuild the foundations of "unintimidated self-respect ... the 
one essential ingredient of an authentic mass democracy." I


 


PART V
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TOWARD A MORALLY 

COHERENT POLITICS
AT THE TIME OF THE DECLARATION of Independence, the 
United States comprised a modest line of settlements along 
a thin shelf of land bordering the Atlantic Ocean, plus a 
smattering of inland farms and small community groupings. 
The first census in 1790 registered a total population of less 
than 4 million. Only five cities numbered more than ten 
thousand; the two largest, NewYork and Philadelphia, fewer 
than fifty thousand.I
The majority of Americans earned their living in agriculture; 
technologically, the horse and iron plow were standard. Commerce was mainly restricted to traders and small manufacturers. Neither men without significant property, nor women, 
nor slaves could vote. For them-a large majority of the population-there was no democracy. Government constituted a 
tiny percentage of the small postcolonial economy; federal 
spending had reached only a little over $7.5 million by 1795.2
By the year 2000 dramatic shifts in geographic scale and 
population had transformed the postcolonial settlements into a continental nation of over 280 million-more than 
seventy times the population at the time of the Declaration. 
Nearly 65 percent of Americans now lived in metropolitan 
areas of more than a million; with over a third (35 percent) 
living in areas of more than 2.5 million.3


Revolutionary changes had relegated the once dominant 
independent farmer and individual entrepreneur to the secondary margins of economic life. The large for-profit limited 
liability corporation had been elevated to a central role in 
ongoing American life, radically different from anything ever 
envisioned by classical free-market theory (the most important text of which, by Adam Smith, had just begun to circulate shortly after the Revolution).4
Transformative changes in technology had taken the 
nation from the horse and buggy to the steam locomotive to 
the automobile and on to manned flight and the jet airplane-to say nothing of penicillin, antibiotics, and DNA, on 
the one hand, and the development of computers and the 
Internet, on the other. The average person could now earn 
approximately seventeen times what his or her counterpart 
in the late eighteenth century could with roughly the same 
expenditure of time and energy.5
Evolutionary changes in public institutional structure had 
transformed government from a tiny force to almost 40 percent of direct activity in the modern economy-plus a vast 
array of regulations, loans, loan guarantees, tax provisions 
and related incentives, and other indirect activities. At the 
same time, extraordinary changes in culture forced the elimination of slavery and much (though hardly all) racial discrimination-and ended many (though hardly all) obstacles 
to women's equal participation in virtually every institution 
of modern society.
It would be surprising if the coming era did not experience 
large-order transformative shifts at least as great as these. 
Indeed, given that technological change is now extraordinarily rapid (there are more scientists alive today than in all of previous human history)-and given that the constitutional 
structure of the nation was scripted in the time of the horse 
and the plow-it would be even more surprising if far greater 
changes than had ever previously occurred were not to dominate the coming stages of American development.6


 


Conclusion
The Challenge 

of the Era of Technological Abundance
[image: ]I lHE UNITED STATES IS THE wealthiest nation in the his= tory of the world. By the end of the twenty-first century 
it will have the technological capacity to increase the income 
of all its citizens many times over or to radically reduce 
work-time and thereby allow a new flowering of democracy, 
liberty, and personal and community creativity. The new 
century could be-should be-one of innovation, hope, 
even excitement.I
Few Americans approach the century this way. The future 
is clouded by problems rather than opportunities; it appears 
as an era of great political difficulty and danger. At the most 
obvious level is the threat posed by terrorism and war-and 
the many challenges to liberty that overly zealous approaches 
to both have produced. At another level are the growing 
social, economic, racial, and other difficulties catalogued in 
the preceding pages. Critically, confidence that the great traditional values at the very heart of the American experience 
can be sustained has been declining rapidly.
A society committed to enhancing equality, liberty, and 
democracy that is unable to achieve such values in practiceindeed, that is moving in precisely the opposite direction-is 
committed to a morally incoherent politics. If such a politics 
continues through time, ever greater cynicism must develop; 
and with it, an ever deepening sense that American society 
has lost its moral compass, that government policies are 
merely the result of power plays and brokering between interested parties that do not and cannot claim any deeper 
democratic or moral legitimacy.


A political-economic system can continue to violate the 
values it affirms for a very long time without major consequences. It is unlikely, however, to be able to do so forever. 
The question is: can a meaningful, morally coherent, and 
ultimately positive politics be constructed in the emerging 
era of technological abundance?
Can a new direction be set that acknowledges the systemic 
nature of our problems and openly posits a concrete alternative and a process that might move in a new direction? Can 
the system be changed?
It is important to stand back from the current moment to 
consider underlying issues of principle that will frame the 
politics of the coming era-to and through times of war and 
terrorism ... and beyond. Leaving aside the question of 
near- or long-term political-economic feasibility, four fundamental contentions are suggested by the evolving politicaleconomic developments we have reviewed:
First, that there is no way to achieve movement toward 
greater equality without developing new institutions that 
hold wealth on behalf of small and large publics.
Second, that there is no way to rebuild Democracy with a big 
D in the system as a whole without nurturing the conditions of democracy with a small d in everyday lifeincluding the economic institutions that allow and sustain 
greater stability of local community life.
Third, that there is no way to achieve democracy in a 
continental-scale system with a population moving toward 
400 million people-and possibly a billion or beyondwithout radical decentralization, ultimately in all probability to some form of regional units.
Fourth, that there is no way to achieve meaningful individual 
liberty in the modern era without individual economic 
security and greater amounts of free time-and that neither of these, in turn, is possible without a change in the ownership of wealth and the income flows it permits.


These four contentions stand on their own. Indeed, at this 
point in American history, the ball is in the court of those who 
hold that equality, liberty, and meaningful democracy can be 
achieved without meeting the challenges suggested by the four 
basic points. Further related questions are whether there is 
any other way to achieve gender equality, ecological sustainability, and the sustained reality of meaningful community.
The Pluralist Commonwealth model holds, beyond this, 
that democratic control of large economic enterprise-a central problem confronting all political-economic systemscan never be achieved without transforming and making 
public the ownership of large-scale wealth and without 
developing a new culture-and further, that this can only be 
done by building on the four key elements.
Without local democracy, there can be no culture of democratic practice; without security and time, there can be only a 
weak citizenry; without decentralization, it is difficult to mobilize democratic practice and accountability; and without major 
and far-reaching new forms of wealth holding, there can never 
be adequate support for the conditions and policies needed to 
build a more egalitarian and free democratic culture.
Finally, the model is based on the judgment that greater 
equality, greater individual economic security, greater 
amounts of free time, and-upon this basis-the reconstitution of a culture of common responsibility are ultimately 
required if we are ever to reorient our community and 
national priorities in general.2
The central argument of this book is that the first decades of 
the twenty-first century are likely to open the way to a serious 
debate about these and other systemic questions-and further, 
that real-world conditions during the coming period are likely 
to offer opportunities for establishing substantial foundations 
for a possible longer-term systemic transformation thereafter.


The prospects for near-term change are obviously not 
great-especially when such change is conceived in traditional terms. Indeed, although there may be an occasional 
progressive electoral win, there is every reason to believe that 
the underlying trends will continue their decaying downward 
course. In many ways times are likely to get worse before 
they get better.
On the other hand, fundamental to the analysis presented 
in the preceding pages is the observation that for precisely 
such reasons, there is likely to be an intensified process of 
much deeper probing, much more serious political analysis, 
and much more fundamental institutional exploration and 
development. We have also noted that there are important 
signs of change in the traditional "laboratories" of democratic process. States from Alaska to California, and from 
Alabama to Ohio, have moved forward to create-and systematically build political support for-many new politicaleconomic experiments and strategies. Federal fiscal and 
other decisions are now producing pain and reassessment at 
every level.
Traditionally, a distinction has been made between 
reform, on the one hand, and revolution, on the other. The 
former implies nonviolent improvement in the outcomes of 
a given system-with no fundamental change in its basic 
institutional structure. It cleans up around the edges of the 
existing system, as it were-sometimes slowly, sometimes in 
major political outbursts. The latter commonly implies 
abrupt and often violent change-above all, of the fundamental institutional structures of the system.
The kind of change that appears in the various trajectories of emerging U.S. development involves an unusual 
combination of strategic approaches. Like reform, in the 
main it involves step-by-step nonviolent change. But like 
revolution, its process is oriented to the development of different institutional structures to replace traditional corporate 
forms over time. It might appropriately be called "evolutionary reconstruction."


A politics based on evolutionary reconstructive principles 
does not abandon reform when it can achieve important 
gains. On the other hand, such a politics explicitly seeks to 
understand-and to foster-the longer-term foundational 
requirements of the values it affirms. It is not satisfied with, 
or misled by, occasional electoral gains that do little to alter 
the direction of long-term trends. It is a politics of historical 
perspective and commitment to the long haul.
Few predicted either the upheavals of the 1960s or the conservative revolution that followed. Major eruptions and 
political realignments are the rule, not the exception in 
U.S. history. Large numbers of working Americans; blacks 
and Hispanics who will become a majority as the century 
develops; senior citizens (and those who shortly will 
become seniors); women who seek practical ways to achieve 
thoroughgoing gender equality; liberals and conservatives 
alike who value family and community; environmentalists 
who cannot secure protections either for endangered goals 
or sustainable growth along current lines of developmentall are finding it increasingly difficult to realize their objectives through traditional means.
A fundamental question is what may happen as various 
groups, each beginning with more narrowly defined interests, come to the realization that what they value most cannot be achieved without a new approach. If, as appears 
increasingly likely, such awareness begins to intersect with 
the knowledge and experience gained through the development of new strategies and ideas, new possibilities are likely 
to become available to politics in the coming era.
There are numerous indications of underlying political 
instability in the U.S. system. Millions have expressed their 
discontent by breaking with the major political parties to 
vote for Ross Perot, Pat Buchanan, and Ralph Nader; to elect 
Jesse Ventura in Minnesota; and to support Howard Dean's 
insurgent campaign for the Democratic Party nomination in 
2004. Such "unexpected" developments also suggest that beneath the surface level of politics-as-usual, it is by no 
means clear that the public is or will remain quiescent forever-especially if social and economic pain continues, if 
political elites continue to overreach, and if new directions 
begin to be clearly defined.3


The term "conjunktur" designates a coming together at one 
moment in time of diverse trends to create new, unforeseen, 
and often dramatic opportunities for change. A major electoral shift or political realignment is easily conceivable-and 
with it the truly interesting question of the first decades of the 
century: whether foundations for something much more farreaching might be established for the period beyond.
The legitimacy of the present economic arrangements and 
entitlements is also likely to be called into question by largeorder developments that intersect with-and strengthenongoing efforts to achieve change.
In the late 1990s economist William Baumol pointed out 
that per capita GDP in the United States had increased ninefold since 1870-and that almost 90 percent of this growth 
was due to innovations developed over the previous 130-year 
period. Even pre-1870 innovations such as the steam engine 
and the railroad, he observed, "still add to today's GDP."4
Nobel laureate Robert Solow has similarly pointed out 
that current economic growth must overwhelmingly be 
attributed to "residual" factors that, broadly speaking, 
involve the huge contributions of inherited technological 
knowledge. Again, research by economist Edward Denison 
has shown that advances in knowledge are "the biggest and 
most basic reason for the persistent long-term growth of output per unit of input."5
The moral-and hence, ultimately, political-implications 
of this growing understanding are beginning to be recognized. Above all, as historian Joel Mokyr observes, the vital 
knowledge we receive from the past comes to us through no 
effort of our own as a "free lunch." The implicit question is 
inherently explosive: if so, who should rightly benefit, and in what proportions, from this extraordinary inheritance-this 
free gift that produces so much of our common abundance?6


Seth Shulman, the author of Owning the Future, has made 
the obvious connection. The elites who hold most of the 
rights to modern technologies "are legally sanctioned, but 
the legitimacy of their claims often remains dubious because 
of the debt they owe to innovations that have been made possible only by years or decades of collective advances."7
The current technological contributions that produce such 
huge rewards for the fortunate few, in short, are a mere pebble placed atop a Gibraltar of received science and technology that makes the modern additions possible-and that was 
often paid for by the public, and that can be traced back 
through many generations, indeed, centuries. Current elites, 
William Gates Sr. urges, disproportionately reap the harvest 
of what is inherently a collective investment. Gates proposes 
their estates be taxed accordingly.8
The late Herbert Simon, another Nobel laureate, defined 
the central issue this way: "[A]ny causal analysis explaining 
why American GDP is about $25,000 per capita [1998] 
would show that at least two-thirds is due to the happy accident that the income recipient was born in the U.S." Simon 
termed the vast gift of the past a sort of "patrimony" received 
simply by the chance of birth-and like Gates, urged that 
this should be subject to large-order taxation.9
We have noted growing anger at the extreme wealth of 
some amid the great poverty of others-and, too, at the corrupt practices of many leading corporate executives. We have 
seen that elite ownership has very little to do with the 
demands of efficiency and productivity, and that a variety of 
institutional forms can manage wealth effectively-indeed, 
often more effectively than traditional forms.
The new understandings that the computer, satellite communication, and the World Wide Web increasingly underscore are the moral wild cards of the era of technological 
abundance. Nobel laureate Joseph Stiglitz urges in general 
that "just as the importance of land in production changed dramatically as the economy moved from agriculture to industry, so too does the movement to a knowledge economy necessitate a rethinking of economic fundamentals." As recognition that the sources of modern abundance are deeply rooted in the legacy we all commonly receive from the past continues to develop, it is likely to bring with it a powerful critique of all justifications of current wealth ownership patterns and a powerful rationale for new, broader allocations and institutional strategies.*lo  


Little has been said in the preceding pages about global issues and international relations. The reason is not only that this book is devoted primarily to U.S. developments. It is that it is extremely difficult to imagine a fundamental shift in America's stance toward the rest of the world absent a transformation of our own ways at home. The argument of Alexis de Tocqueville and John Stuart Mill-that ultimately democracy in a nation depends upon the development of democracy in its communities-is echoed in the judgment that America is unlikely to play a different role in the world until it is a different America-until it finds ways once again to realize values of equality, liberty, democracy, and, one day, perhaps even of community in our own land. Efforts to alter the excesses of America's international stance and to persuade the United States to respond more humanely to global problems are both essential and laudable. If we Americans truly hope to help others around the world, however, we have much hard work to do, first and foremost, here at home.


Large-order institutional restructuring, we tend to forget, is 
exceedingly common in the long sweep of world history. 
The difficulty lies in pulling ourselves out of the present 
moment to consider our own possibilities in broader historical perspective.
The current years of terrorism and war are not the first 
time our nation has been challenged by grave danger, nor is 
this the only time it has experienced great violence at home. 
Indeed, we have survived even civil war and losses many 
times those of recent years. The fundamental questions 
posed throughout this book may or may not be answered. 
They will not, however, go away.
We have begun a new century. The coming decades will 
establish the terms of reference for further, future change. It 
is not possible to know whether a new direction based on the 
developing ideas, models, practical experiments, and new 
alliance explorations can lay the foundations for the next 
political-economic system. Or whether, over time, a new 
basis can thereby be established for a politics capable of 
unleashing the moral energies that can flow from a renewed 
commitment to achieving equality, liberty, and democracy.
It is possible, however, for one person-each person-to 
help refine our understanding and our strategies and to help 
establish the practical and political elements needed in the first 
stage of any realistic forward-moving developmental process. 
Each step is valuable on its own terms, no matter what.
Long before the civil rights movement, there were many 
years of hard, quiet, dangerous work by those who came 
before. Long before the feminist explosion there were those 
who labored to establish new principles in earlier decades. It is 
within the possibilities of our own time in history that-working together and openly charting an explicit new course-this 
generation can establish the necessary foundations for an 
extraordinary future and for the release of new energies.
It may even be that far-reaching change will come much 
earlier and much faster than many now imagine.
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