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      FOREWORD


      Fixing the Broken Compass


      
        

      


      From roughly 1916 to 1932 the journalist-intellectual H. L. Mencken set the tone for much of American reporting by way of his thumb-sucking pieces on the American scene, collected in six volumes of his Prejudices. Most of the pieces were written from Mencken’s hometown of Baltimore, and on the unusual occasion when he traveled to observe the scene, as in his “coverage” of the famous Scopes trial, what he wrote was more a reflection of his prejudices than the events observed. Joel Kotkin is the anti-Mencken; for the past quarter century his richly grounded writings have been essential reading for anyone trying to make sense of American society and politics. Kotkin has toured the globe, and, more importantly for this volume, he has traveled across America to report on developments overlooked or more often misunderstood by the press. But where Mencken overwrote so that his prose often became the story, Kotkin writes in a fluid, transparent style in which the scene he is describing comes to life on the page unobscured by rhetorical pyrotechnics.


      Time and again, Kotkin, informed not only by on-the-ground observation but also by a firm grounding in the nation’s demographic changes, has challenged conventional accounts of American society. For example while a flood of articles from the New York Times and major magazines such as the Atlantic, the New Republic, and Harper’s evoked the supposed decline of suburbia and the repopulation of America’s downtowns over the past two decades, Kotkin has deflated these self-serving pretensions. The numbers he has patiently explained, time and again, do not demonstrate such a transformation. The stories being written reflect, he shows, the lifestyles and sense of self-importance of the people writing such articles and the interests of their friends and allies in “hip” architectural claques. A former New Yorker who has lived in Los Angeles for the past forty years, he has described both the city’s ascent in the 1980s and 1990s and its decline over the past twenty years. His personal attachments to his adopted home notwithstanding, the evidence and not emotion has imposed itself on the argument.


      In The New Class Conflict Kotkin picks up on a variety of themes he was the first to explore, from the hyping of the so-called “creative class,” to the oligarchy that tarnishes the shine of Silicon Valley, to the growth of gentry liberalism, which he then weaves together to make it clear that our contemporary political compass is broken. The standard assumptions that fill our “quality dailies” and their aural offshoots are guided by presuppositions about what constitutes left and right that have been eclipsed by the changes of the past quarter century. To be guided by their compass is to wander aimlessly in a welter of rhetorical posturing in which billionaires who have made their fortunes in coal become the leaders of the left-wing campaign against the Keystone pipeline.


      Kotkin guides the attentive reader down the byways of an unprecedented political structure in which the competing elites of the Obama era have attached themselves to dramatically different segments of society. In the new compass the true north of powerful elites points to both a new ruling class defined by the production of abstractions, digital and financial, and another rooted in the manufacture and manipulation of material objects. Similarly, when the arrow points east or west toward the middle class, it designates two dramatically different populations: one rooted in the public, the other in the private sector.


      As the country shambles into the post-Obama era, Kotkin’s writing serves as an essential guide to a new political landscape, one that no longer makes sense in conventional terms.


      



      


      Fred Siegel


      Scholar in Residence
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      Brooklyn, New York
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      More than most books, this one has had a difficult birth. It started as an idea that developed over the past decade, and which I expressed in numerous articles in such places as Forbes, Newsweek, the Wall Street Journal, The Daily Beast, and the Orange County Register, among others. As the ideas in the book did not fit neatly into either right or left perspectives, it proved a more difficult sale than usual.


      I owe a great deal of thanks to Fred Siegel, who was originally my coauthor but who remained a strong advisor throughout the process. He also arranged for Telos Press Publishing and Mary Piccone to take on the book. I want to thank Mary, Robert Richardson, Tim Luke, and others at Telos for their advice and support in this process.


      The book benefited from strong advice from a remarkable group of colleagues, including attorney David Friedman, a noted expert on land use and PhD in political science at MIT, author Aaron Renn, publisher of the Urbanophile blog, and demographer Wendell Cox. My brother Mark Kotkin, former head of survey research at Consumer Reports, provided much incisive and dispassionate analysis. Tim Luke at Telos was particularly helpful in sketching out the historical background.


      I am also in debt to my many editors from the magazine world, who helped hone this message. I would like to thank, in particular, Jeremy Bogaisky, Tunku Varadajan, and Dan Bigman at Forbes; Mike Tipping, Brian Calle, and Rory Cohen from the Orange County Register; Brian Anderson at City Journal; and The Daily Beast’s Malcolm Jones, Harry Siegel, and Jake Siegel.


      In terms of putting the book together, I want to thank Gary Girod, a graduate of Chapman University, without whose first-class research this effort would have been impossible. I also owe a debt to my assistant, Barbara Moroncini, who kept the files in order and did some significant research work on her own. My wife, Mandy, contributed many hours to copyediting the book, but this is hardly the extent of her contribution. Without her support and encouragement, The New Class Conflict would never have been finished.


      I also want to express my appreciation to my mother, Loretta Kotkin, and mother-in-law, Charlotte Shamis. Both grew up in very hard circumstances, one in Brownsville, Brooklyn, and the other in Paris and later Montreal, ultimately finding her American dream in my adopted hometown of Los Angeles. Their personal stories—built on hard work, perseverance, and a sense of fair play—are the core values expressed in this book.


      This effort also benefited from my relationship with Chapman University, where I serve as a fellow in urban futures. I have discussed these ideas with my fellow faculty members Chancellor Daniele Struppa and Professor Ann Gordon as well as my students.


      Young people are those who will most have to live under this new class system. I am hoping that they are able to find ways to reform the current oligarchy and provide a better future than many imagine for future generations. As the father of two wonderful girls, Ariel and Hannah, I am not remotely objective about this. More than our present, it’s their future we should fight for.

    


    

  


  
    
      CHAPTER ONE


      The New Class Order


      
        

      


      IN THE COMING DECADES, the greatest existential threat facing America lies with the rise of a new class order that leaves diminished prospects for the vast majority. In this emergent society, wealth and power are concentrated in ever fewer hands and threaten to erode much of the traditional appeal of America, its institutions, and sense of promise.


      Historically, the basic ethos of our modern capitalist society has rested on the premise that, with hard work and perseverance, people could reasonably hope to achieve a better future and greater material success. This was the great triumph of the second half of the twentieth century.


      And indeed, until the past twenty years, Americans remained more economically mobile, except at the lower ends, than the citizens of most other advanced nations. To be sure, as Charles and Mary Beard noted in 1930, poverty in America still remains “stark and galling enough to blast human nature.” But the idea that a better tomorrow beckoned was widely shared. “All save the most wretched had aspirations,” they noted. There was, as they put it, “a baton in every toolkit” that could inspire aspirants up the social ladder.1


      This legacy has allowed conservatives, such as Irving Kristol, as late as in 1997 to proclaim, with some justification, that American capitalism had created “an affluent society [that] squelches the class conflicts it was supposed to generate.” Inequality may grow, he suggested, but “without class conflict,” since most Americans still possessed a “set of attitudes and an intuitive understanding” that upward mobility was not only possible but normative.2


      This condition, which arguably most distinguished America from other countries, increasingly no longer defines our society. Once a beacon to the world, America, according to recent research, now suffers levels of income mobility worse than those in Europe.3 More than anything, it is a loss of confidence in upward mobility, not (as some suggest) inequality per se, that defines our current dilemma.


      In contrast to the norms of the past, most Americans do not feel that their children will do better than themselves.4 By 2013 a majority of Americans expected life to get worse by 2050, almost three times as many as those who thought things would improve.5


      This is a reasonable response to economic trends since the 1980s.6 Since 1973, the rate of growth of the “typical family’s income” in the United States has slowed dramatically, when adjusted for inflation. In contrast, in 2012 the top one percent of the population accounted for one quarter of all American income, the highest percentage in the past century.7


      The Emerging American Class Structure


      This trend toward greater concentration of wealth and diminished opportunity is not unique to America and is more common around the world. It portends an ever more deeply stratified America, with increasingly well-defined classes.8


      This new reality is being driven by many things, such as globalization, the growth in the return to capital as opposed to labor and immigration, and the rising role of technology. Together they threaten to create a new social order that in some ways more closely resembles feudal structures—with its often unassailable barriers to mobility—than the chaotic emergence of industrial capitalism.


      Rather than birth, connections, or military prowess, as was the case in feudal society, our current class structure reflects what one economist has defined as the “strong comeback of capital” relative to labor. This can be seen as well by the increased capture of income by financial firms and those running large public firms. In 2013 alone, nine private equity investors took home over $2.6 billion in compensation just by themselves, an amount unprecedented for such a small group. In addition, there has been a rapid increase in compensation to corporate management; since 1978, pay for CEOs rose a remarkable 725 percent, more than one hundred times the increase in worker compensation.9


      In this sense, the new class order represents the apotheosis of economic centralization, as well as a growing alliance between the ultra-wealthy and the instruments of state power. This is reflected, and glaringly so, in finance. In 1995, the assets of the six largest bank holding companies accounted for 15 percent of gross domestic product; by 2011, aided by the massive bailout of “too big to fail” banks, this percentage had soared to 64 percent. For such state-dependent banks, preserving and inflating assets, and winning friends in Washington, constitute the key business priorities; overall economic growth that creates jobs and greater wealth among the populace often seems secondary at best.10


      This shift has been exacerbated by a Fed monetary policy that, purposely or not, has favored the interests of the wealthy over those of the middle class. “Qualitative easing,” notes one former high-level official, essentially constituted a “too big to fail” windfall to the largest Wall Street firms. Before leaving office, Ben Bernanke, the architect of the policy, admitted that “there are . . . many people after the crisis who still feel that it was unfair that some companies got helped and small banks and small business and average families didn’t get direct help.” This perception has been strengthened by the fact that pay for executives at the largest banking firms hit new records by 2011, just three years after the financial “wizards” left the world economy on the brink of economic catastrophe.11


      Politicians in both parties often denounce such profiteering by what Theodore Roosevelt would have labeled “malefactors of great wealth.”12 But in reality both parties share much of the blame for the widening social divide since both cater to the interests of the super-wealthy, albeit often different groups. Tax policy has served to increase this gap, in part by allowing the investor class to pay lower rates through capital gains even as the middle class and small business owners have been hit with rising tax rates.13


      For the most part, it’s not surprising that Republicans, with their long, historic ties to Wall Street and laissez-faire ideology, would accept such inequity. But there’s something mildly risible about this discordant message of populism among a progressive administration that has targeted corporate and individual greed among the “one percent,” hurting the feelings of some oligarchs, even in Silicon Valley, while pursuing an agenda that has greatly expanded their share of the national economy.14


      Indeed, rather than a shift to a broader distribution of income, some 95 percent of the income gains during President Obama’s first term have gone to barely one percent of the population while incomes have declined for the lower 93 percent.15 As one writer at the left-leaning Huffington Post put it, “the rising tide has lifted fewer boats during the Obama years—and the ones it’s lifted have been mostly yachts.”16


      This discrepancy between rhetoric and reality clearly exposes many progressives to charges of outrageous hypocrisy. But there is also not much here that the right should be giddy about. The inability of market capitalism, even under conservative rule, to provide a higher standard of living and increased opportunity undermines the fundamental promise of free markets. In the period between 1950 and 2000, conservative, even libertarian, perspectives were bolstered by the expansion of middle-class prosperity and property ownership. But now, with home ownership in decline and middle-class incomes stagnating, the case for “democratic capitalism,” long advocated by the right, has been somewhat diminished.


      The New Oligarchs


      A potentially greater source of class stratification, particularly in the future, could be the melding of technology with powerful sources of capital. The current digitization of the economy, manifested in the shift of physical products and services into cyberspace, has engendered the emergence of what I will describe as a new, and potentially potent, Oligarchy, with influence that extends to the media and the political world.


      Despite the many crimes committed in his name, Karl Marx possessed a unique foresight about how technological change, conjoined to new economic institutions such as joint stock corporations, can undermine an existing social order. The change he chronicled most closely spanned the time from the end of the Middle Ages to the beginnings of modern industrial capitalism.


      At first, change came from the rise of a new group of artisans and mechanics, who increasingly led the initial transition to an industrial economy. By the early 1800s, as Marx noted, these creators of smaller scale capitalism, particularly in Britain, began to lose ground, as further mechanization associated with the industrial revolution—and the impact of the European global conquest—reordered the class system. The industrial era that drove the preponderance of wealth and power from the landowning aristocracy and the old merchant class to manufacturers and financiers also weakened the status of weavers, artisans, and small farmers.17


      Today, our existing class order is being similarly jostled by the shift to the information-based economy. At the turn of the century, H. G. Wells identified the ascendency of a “primary and initiating nucleus of engineers and skilled mechanics” as a new force in history.18 Over seven decades later, Daniel Bell noted that with the “rise of intellectual technology,” we were witnessing “the pre-eminence of the professional and technical class” over the rest of society.19 The emerging “post-industrial society,” Bell predicted in The Coming of Post-Industrial Society (1973), would mean a decreased reliance on the “mass mobilization of labor,” both unskilled and skilled. These inputs, he reasoned, would be supplanted by mechanization, for the benefit of those who designed and owned the machines.20


      In our era, as in the industrial age, we are witnessing the growth of vast new fortunes among a relative handful of companies and individuals. As early as 2004, technology firm founders, largely in computer-related fields, emerged among the top ranks of the richest people on the planet. This trend has continued into recent years, with tech entrepreneurs dominating the list of moguls who are not merely inheritors. Over the coming decades, the new Oligarchs’ impact will be enhanced by the fact that so many have achieved their fortunes at an early age; tech Oligarchs, mostly from Silicon Valley, represent the lion’s share of billionaires under forty who are not inheritors of family fortunes. In 2014 alone at least ten new billionaires emerged from this sector.21


      In the future, the domination of cyberspace by this rising class threatens to accelerate the consolidation of wealth, power, and influence in ways unprecedented since the height of the industrial revolution.22 Some of the companies may fade in time, and others may rise to take their place, but the shift in wealth and power to the tech moguls will continue to shape the country, and its class structure, for decades to come.


      At the same time we are now witnessing a growing sense among the tech Oligarchs—like those of the industrial era a century earlier—that they should try to shape the country’s future direction. “It’s becoming excruciatingly, obviously clear to everyone else that where value is created is no longer in New York, it’s no longer in Washington, it’s no longer in LA. It’s in San Francisco and the Bay Area,” suggests one venture capitalist.23


      In the future this confluence of accumulated wealth will also express itself most effectively through the growing and increasingly politicized nonprofit sector. Yet today’s “philanthrocapitalism” differs markedly from the philanthropy of the past. Instead of helping hospitals, building libraries, or supporting soup kitchens, the new Oligarchs have risen to what author David Callahan calls “affluent super-citizens,” able to use their money to craft their own solutions to social problems.24


      What Makes the New Oligarchy Different from the Old?


      The characteristics of this emerging Oligarchy are critical to understanding their peculiar class nature. Rather than concentrate simplistically on the rise of the “one percent,” it is more useful to focus on the differences, sometimes subtle, between this Oligarchy and those that preceded them. This takes our discussion beyond the conventional, often hackneyed analysis of the distribution of wealth and instead focuses on significant changes within the upper classes.


      For one thing, the tech Oligarchs’ relationship to the general population, as both consumers and workers, diverges from that of traditional plutocrats. In the last century, many old-line industries, particularly larger firms, were forced to deal with their employees and their demands, often in the form of union agreements.


      As a result, whether unionized or not, large American firms that developed in the early and mid-twentieth century tended to be “very broad at the base and uncomfortably pointed at the top,” as one commentator observed. The old plutocracy—the oil barons, the heads of major manufacturing firms, the owners of major utilities—may have been reactionary in many of their views, but their operations depended heavily on middle- and working-class people, both as employees and as consumers.25


      The new Oligarchs, although they also depend on mass consumerism, base their fortunes primarily on the sale of essentially ephemeral goods: media, advertising, and entertainment. These products and services consume time and leisure more than physical space; they are less reliant on low-cost domestic energy sources, as their products are either software or built elsewhere. Indeed, many of the new Oligarchs have profited through investment in very expensive renewable energy sources that have enjoyed often lavish public subsidies.26


      Nor do the new Oligarchs actually require a large and thriving middle class. The mass market may still be important for some products, but for the new Oligarchs mass affluence is no longer a prerequisite. There is no need for the kind of disposable income required to buy a home, or a car, or a washing machine. Even a young person working part-time as a barista or car park attendant can afford the latest smartphone, the newest video game, or, in the future, a device to lose themselves in virtual reality.27


      The role of labor for the tech Oligarchs is also demonstrably different than for more traditional industries. For the most part, these industries employ relatively few Americans, and those that are critical to their operations are largely drawn from the ranks of the very well-educated. Overall, as of 2013, the leading social media firms directly employ less than 60,000 people total in the United States; in comparison, even a shrunken GM employs 200,000, Ford 164,000, and Exxon over 100,000. Put another way, Google at the end of 2013 had a market cap six times that of General Motors while having one-fifth as many American workers.28


      The tech firms also have very different requirements for the workers they do employ. The bulk of the old industrial age companies have depended on highly trained workers, truck drivers, and other more blue-collar employees to make their companies work. Such employees are largely marginal in the new technocracy. As we will see later, in Silicon Valley many of these basic tasks are performed by service firms or by industrial contractors in Asia that often pay pitifully poor wages.


      The Rise of the Clerisy and the Emergence of Gentry Liberalism


      In the current era, the other ascendant group is what I call the Clerisy, based largely in the worlds of academia, media, government, and the nonprofit sector. The Clerisy’s rise, as I will demonstrate later, reflects the increased influence—and employment—in such key sectors as education, government, and media. These groups, for the most part, have expanded as much of the middle class has declined.


      The power of the Clerisy stems primarily not from money or the control of technology, but from persuading, instructing, and regulating the rest of society. This has particular impact given that the vast majority of the Clerisy are increasingly uniform in their worldview, especially in political matters, their approach to environmental issues, and their social values. In practical terms, such as in their support of President Obama and the Democratic Party, they are both broadly allied with the tech Oligarchs and are themselves becoming a huge center of power and influence, much as the clergy was in medieval and early modern times.


      The Clerisy’s power has been particularly critical in the evolution of what can best be described as gentry liberalism, a branch of progressive politics sponsored and largely shaped by the rising class of Oligarchs and their Clerical allies.


      There have always, of course, been affluent individuals who backed liberal or Democratic causes out of a mixture of philosophy and self-interest. These have included those who needed government subsidies (such as urban developers) and those who sought tax breaks (such as energy companies), as well as the parts of Wall Street involved in government finance. They constituted, in the words of one leftist scholar, an odd alliance of “Jews and Cowboys,” which financed the Democratic Party from the New Deal era to the presidency of Bill Clinton.29


      These “new rich” emerged after World War II and predominantly appeared in the “tangible” sectors of the economy: oil, engineering and construction, agribusiness, and suburban real estate. Today their ties to the Democratic Party have faded, as have those of the many blue- and white-collar workers that they employ. Instead these tangible industries have now become the bulwark of mainstream Republican conservatism, including, most notably, the energy mogul Harold Simmons, the Koch brothers, and Texas homebuilder Bob Perry.30


      As the old industries have consolidated on the right, the left or progressive tendency now relies on an alliance between the new Oligarchs, increasingly concentrated in places like Silicon Valley and Wall Street, and their Clerical allies. This represents a forceful new power grouping with the potential to reshape society and politics. They may clash on specific issues and other privileges, such as the regulation of financial institutions. Yet, ultimately, the things holding them together—largely the ambition to shape the future of society—are more important than their occasional differences.


      Gentry liberalism effectively amounts to a sea change in what is now widely referred to as progressive politics. In the new formulation, the great raison d’être for left-wing politics—advocating for the middle and working classes—has been refocused to attend more closely to the policy imperatives and interests of small, highly affluent classes as well as the powerful public sector.31 These interests, once closely linked, now seem to be diverging.


      The discrepancies between the new progressive policies and social realities have been among the most unfortunate manifestations of the Obama era. In his first term, household incomes dropped by $2,600, poverty soared by six million, and food stamp rolls continued to swell.32 Meanwhile the wealthy prospered as the stock market soared.33


      If this had occurred during a Republican administration, many progressives would have been horrified, as indeed they should. Yet despite his occasional populist rhetoric, both before and after taking office, the president has drawn much of his political support from the ultra-rich. Indeed at his first inaugural, notes one sympathetic chronicler, the biggest problem for donors was to find sufficient parking space for their private jets.34


      This has created a new political reality that differs from the struggle that divided Democrats in the past, which focused on issues of foreign policy, the role of labor, and the conflict between rights and obligations. In the past, Democrats and progressives still aimed their appeal largely to the middle-class yeomanry; now, progressivism depends increasingly on the largesse and support of the wealthy, notably from the media and tech sectors, as well as largely lock-step backing from the Clerisy.


      Rather than an expression of working- or middle-class concerns, gentry liberalism essentially reflects the perspective of rising classes: socially liberal, “green,” but also protective of their privileges. By examining campaign contributions, the vast majority of America’s wealthiest households tilt in this direction. Among the “one percent of the one percent,” who increasingly dominate political giving, the leading donation recipients, aside from the conservative Club for Growth, were liberal groups such as Emily’s List, Act Blue, and Moveon.org. Indeed, liberal groups accounted for eight of the top ten ideological causes of the ultra-rich, and seven of the ten congressional candidates most dependent on money from such people were Democrats.35


      In our present “age of elites,” as author Chrystia Freeland has dubbed it, this ideological shift among the rich, particularly the new rich, is critical to understanding the new class order. Some of the nation’s wealthiest regions, many of which were once Republican strongholds, are now among the most reliably Democratic. In 2012, for example, President Obama won eight of the country’s ten wealthiest counties, sometimes by margins of two-to-one or better. He also triumphed easily in virtually all of the top counties with the highest concentrations of millionaires, as well as among managers of hedge funds.36


      Every society needs its oligarchs, those who are able to take leadership and invest in the future; they are also necessary as creators and investors in new economic potential. It likewise needs a clerical class to serve as enforcers of social norms and spreaders of philanthropy. The great nineteenth-century robber barons, although often exceedingly unpleasant as individuals, left an enormous legacy in the form of industries, such as steel, utilities, and the railroads, that underpinned the industrial era. Only later, due to reforms and the further expansion of the economy, did that legacy translate into mass affluence.


      Whether we are discussing then or now, it is critical to understand that the wealthy are not disinterested observers. They tend to push politics in a direction amenable to both their interests and their personal tastes. The railroad tycoons, who famously controlled most legislatures and much of the Senate during the post–Civil War expansion, believed they should control the direction of the country, adhering to what one lobbyist called “the politics of business.” As one plutocrat said with amazing candor: “We are the rich; we own America; we got it, God knows how, but we intend to keep it.”37


      The new Oligarchy, and their allies in the Clerisy, are more subtle in their pronouncements. Nor should their efforts be dismissed as largely conspiratorial, or even malicious in intent. But throughout history, classes maintain a common interest in protecting and expanding their superior status, often at the expense, albeit unwittingly, of the lower orders. The new ruling class may not see themselves as defending their own peculiar interests, but instead they may perceive their agenda as reflecting science and the global public interest.


      The Changing Attitude to Growth


      Perhaps the biggest difference between the ruling classes of the nineteenth century and those emerging in the twenty-first can be seen in attitudes toward economic progress. The old plutocracy—notably energy, manufacturing, mass agriculture, and construction—generally supported and even encouraged economic progress among those below them, who also served as their customers. This fixation on growth was also shared by many on the left, including labor leaders such as Walter Reuther. Agreement that broad-based expansion was a good thing remained largely universal, at least until the late 1960s.38


      Such industries should not be considered backwards. Indeed they are often leaders in the application of technology to their businesses. Houston, the energy capital, boasts a per capita population of engineers second only to that of San Jose. But these industries find themselves in conflict with the agenda on environmental issues, for example, embraced by much of the information technology industry, the media, and those segments of financial world, notably venture capital, that fund them.39


      This approach has implications for the nature of growth, according to economist Benjamin Friedman. Growth, Friedman notes, is critical to maintaining a socially just order, increasing opportunity both for individuals and regions, particularly those historically left behind. For all its many environmental and social shortcomings, the old economic regime emphasized growth and upward mobility. In contrast the new economic order focuses more on the notion of “sustainability”—so reflective of the feudal worldview—over rapid economic expansion.40


      This shift in emphasis can be seen in many of the often palpably good causes touted by Oligarchs—notably, contemporary environmentalism. Yet while progressive in their intent, these policies in practice turn out to be socially regressive in their application. Take up less space, make a smaller impact, consume less: this has replaced the notion of accelerating economic mobility. This behavior often hurts most those “tangible” industries, such as energy, manufacturing, logistics, and housing, that heavily employ blue-collar workers. Ironically, the mandate to “live small” frequently comes from individuals who are ensconced on huge estates or in incredibly expensive trophy apartments and who travel by private jet.41 For all the trappings of progressivism, the current ideology is remarkably degenerative.


      The Embattled Yeomanry


      This alliance between the Clerisy and the tech Oligarchs threatens most of all the position of America’s once ascendant and still extensive Yeoman class. This class consists largely of small business owners, sole proprietors, and those with small property holdings. They have gone through periods of decline in the past—notably in the Gilded Age—but this class, defined largely by ownership of hard assets, has always been the critical bastion of American and other democracies. But their economic and political power has faded in the past few decades.42


      From the origins of capitalism, the Yeomanry, often peasants or immigrants, played a critical role. At the dawn of the modern era, many of these lower- or middle-class people started businesses, in the words of one historian, “like fitful flies.” They were the driving force of the market, the creators of modern cities, and among the primary beneficiaries of economic progress. The most enterprising, or connected, of these “new men” gradually overthrew the old “artisan-like” traders, and they eventually even supplanted the aristocracy, including in many countries the royal families as well. In most cases, their ascendency, although at times exploitative, generally promoted the expansion of both freedom and individual choice.43


      But after a long, albeit sometimes bumpy, ascent, lasting well into the early 1970s, conditions for the Yeomanry clearly have worsened. Although exacerbated in recent years, this problem has remained vexing for at least the past several decades. Even at the height of the latest economic expansion, the typical middle-class American saw only one percent income growth, adjusted for inflation, compared to six percent in the period from 1995 to 2000.44 Throughout at least the last two decades, economic change has benefited top workers at financial services companies, technology firms, and the highest-end businesses, while incomes for the middle and working classes have suffered as low-wage jobs have proliferated.45


      At the same time the Yeomanry has endured huge increases in fixed costs (healthcare, housing, and education), as well as the demise of real pensions, the decline in unionization, mergers, and the offshoring of work to other countries. In fact, the leading causes of bankruptcy were not profligate spending habits but rather necessary spending on basic needs such as healthcare and housing.46


      These costs have surged as overall median incomes for Americans fell seven percent for the decade since 2000, and they are not expected to recover, according to some economic models, until 2021.47


      The Expanding Lower Classes


      This fading of the Yeomanry threatens to create a more bifurcated society, with an increasing number of formerly middle-class people becoming, in a sense, proletarianized. Already a large portion—almost one-third of the public, according to Pew—considers themselves “lower” class as opposed to middle class, up from barely one-quarter in 2008.48


      Indeed as the Yeomanry have struggled, the lower parts of the economic spectrum have expanded. In the five years following the Great Recession, the percentage of people living in poverty rose to 15 percent, the highest level in 20 years, although it was significantly higher in 1960. Equally troubling, the ability of less-skilled workers to break into high-wage work has slowed, trapping many in a kind of permanent status as working poor. Increasingly these workers are older and better educated than low-wage workers in the past. Some 43 percent of non-college-educated whites now complain they are downwardly mobile.49


      Particularly hard hit are many minorities, notably African Americans and Latinos, whose income has also dropped more than most and whose unemployment has remained stubbornly higher. Despite the election of the nation’s first African American president, in itself a considerable achievement, the gap between Anglo incomes on the one side and those of blacks and Hispanics has doubled since the recession. The black unemployment rate remains more than double the white jobless rate and reaches 40 percent among youths.


      Rule from Our Betters?


      The hardening of class lines, and the growing concentration of disposable income, sends signals through everything from the political economy to consumer culture. Many theorists, both on the right and the left, suggest the time has come to accept a more stratified, less permeable social order. Conservatives and libertarians, such as economist Tyler Cowen, argue that “average” intelligence and skills are no longer sufficient for social advance. Some 15 percent of the population may do very well, he argues, but the vast majority will have to accept limited prospects for themselves and their offspring.


      The prospect he lays out essentially recalls the hierarchies of the Middle Ages, or at best the Victorian era. The most suitable niche for the lower orders, he notes, lies in servicing the needs of high earners, “for example as trainers, nannies, and cleaners.” Rather than look to themselves for a future, “everyone who isn’t at the very top will be scrambling for the attention of those who are.”50


      In Cowen’s projected future, Americans should expect what they have historically resisted: deference and hierarchy. As he puts it: “There is no high morality without exclusion, no integrity without exclusion, and no corporate culture without exclusion.” This defense of hierarchy would not have been out of place in America’s Gilded Age, nor among many traditional conservatives as well.51


      Ironically, a somewhat similar embrace of a culture of deference is also widely supported on the progressive left, particularly in places like Silicon Valley and among their allies in the well-funded green movement.52 In a way reminiscent of the industrial barons of the late nineteenth and early twentieth century, who embraced the traditional Calvinist approach of the “elect,” or like the early progressives, some of whom embraced the more modern Darwinian notion of natural selection, the current tech community increasingly sees itself as a natural-born elite, whose model represents the template for the economic and social future.53


      Sadly, the vast majority of progressives generally offer little that would allow for greater upward mobility, relying instead largely on redistribution as the answer to social ills. Progressive theorists often write off the industries that have long driven private-sector middle-class incomes, in part for environmental reasons. They also, sometimes for the same reasons, denigrate any potential rise in typically better paying blue-collar jobs in such fields as energy, manufacturing, construction, or logistics. Since the 1970s, concerns about environmental constraints, noted Christopher Lasch, undermined the notion for the rising “new class” that their definition of the “good life” could be “made universally available.”54


      Thus ends the romance between upward mobility and the progressive idea. Rather than be helped in the new economic order, the once independent Yeoman class is expected to accept its new role as home care providers, hairdressers, dog walkers, and toenail painters for the “innovative class.” Walter Russell Mead aptly describes this perspective as a “Downton Abbey vision of the American future.”55


      If left unchecked, this trend will change not only our politics but also our consumer culture. In an environment where wealth is concentrated, companies focus on the affluent minority, as opposed to the middle-class mass, which has increasingly limited purchasing power. Demographer Peter Francese points out that the “mass affluent,” which comprises roughly ten percent of households, boosted spending annually last decade at a seven percent rate while overall household growth remained at a mere one percent. Even in the midst of the worst of the recession, it was luxury brands that did best, while those selling to the middle class did poorly.56 In the years between 1992 and 2012, the share of consumption accounted for by the top five percent of earners grew from 27 to 38 percent.57


      Ultimately, we are moving to a society where the very few dominate not only spending but also the entire political economy. Two Citigroup economists have defined this as the rise of a “plutonomy,” an economy built around the spending of a relatively few affluent people, a phenomenon particularly evident in global cities such as New York or London.58 This approach has led some, such as former New York Mayor Michael Bloomberg, to suggest that the best way to take care of the poor is not to help them find the means to enter the middle class but instead to have more wealthy people settle in your city. “If we can find a bunch of billionaires around the world to move here, that would be a godsend,” Bloomberg, himself a multi-billionaire, suggests. “Because that’s where the revenue comes to take care of everybody else.”


      Will the Middle Orders Revolt?


      For good reason the middle orders increasingly feel alienated by people in power, in both parties, whom they perceive to have abandoned them. Almost every institution of power, from government and large corporations to banks and Wall Street, suffers the lowest public esteem ever recorded.59 Only 17 percent, according to one recent poll, even believe the government acts with their “consent.”60 Similar levels of distrust can be seen in the European Union, Japan, India, and China.61


      These concerns have helped shape the Tea Party on the right and the Occupy Wall Street movement on the left. It is at the core of the appeal of such disparate figures as Sarah Palin and Elizabeth Warren, even though their supporters remain divided on key social issues. Growth, and the prospect of upward mobility, notes Benjamin Friedman, has bolstered “the moral character” of the country and promoted tolerance and democracy.62 The collapse of this widespread prosperity, along with a growing chasm between the classes, augurs a potential shift to a far less attractive social order.


      The challenges of this new political epoch also undermine traditional descriptions of “left” and “right,” progressive and conservative. Self-described progressives, for example, frequently side with policies that restrain middle-class upward mobility. At the same time, some conservatives embrace policies that blatantly favor the dominant corporations who use their political and financial power to limit market entries, for example for unconventional autos, and to obstruct innovative companies. They can be counted on to defend privilege, such as allowing generous tax deductions even for mansions and second homes.63


      But the situation is not hopeless if the Yeomanry begins to understand what exactly is happening to them. Often radicals, like Marx, underestimate the ability of capitalism, through political reform, to be susceptible to significant reform and greater diffusion of economic benefits. By the end of the nineteenth century, the extreme inequality that Marx witnessed in Great Britain and other European countries was already beginning to diminish, as income gains rose for the middle and working classes.64 This provides some hope that reform and new thinking could produce greater income and social mobility in the current era.


      The solution to the class crisis of the twenty-first century will differ from that of the twentieth. In the industrial era, centralized systems and bureaucracies were critical to overcome the entrenched power of large corporations and monopoly capital. But the digital age—if it can be wrested from the control of the new Oligarchs—opens greater possibilities for decentralization. Today, centralized news sources, universities, and institutes no longer possess a monopoly on information and thought. Orthodoxies may have become easier to preserve, but at the same time it is proving more difficult to halt the spread of contrary ideas.


      Technology’s dual character may prove critical to any attempt to undermine the new class order. Just as technology can be harnessed to concentrate wealth and power, it can also provide opportunities for an unprecedented diffusion of authority and the empowerment of individuals, families, and communities. Hierarchy is not an inevitable product of a science-based age.


      Technology can also create the conditions for dispersed prosperity and, even more significantly, for increased physical and social mobility. Communities and families no longer have to cringe before centralized authority; they can shape their disparate futures in ways that reflect their own desires. Decentralization is the key as jobs spread. By some recent estimates, upwards of 50 percent of the workforce can operate largely at home, and some 70 percent of millennials, according to one Oracle survey, think of the traditional office as antiquated.65


      To create this future requires a renewed focus on broad-based economic growth. Until the last decade, this would have seemed commonsensical. Socialists, liberals, and conservatives, of course, vigorously debated how best to achieve this goal. But the goal remained the same: how to shrink slums and increase opportunity for a better quality of life for the middle or working class.


      This focus on growth needs to be allied with ways to promote the dispersion of property and wealth. This may mean a greater emphasis not on particular elite geographies but on how to provide greater opportunities for ownership and autonomy in a broad section of the country and across the social classes.


      Dispersed intelligence, as Alexis de Tocqueville famously observed, is the key to effective democracy.66 In contrast, we are threatened by the concentration of intelligence and information in the hands of ever fewer companies—such as Google, Amazon, and Facebook—who then mine the collective data bounty to further their own very private ends.


      In the end, the real issue lies in whether we seek to freeze class relations or re-ignite an era of upward mobility. To do the latter requires a blending of capitalist methods but in the service of fundamentally social democratic ends. It’s clear from the examples of Europe and blue-state America that, by itself, a focus on welfarism and government regulation stymies mobility by discouraging risk-taking and innovation. But without preserving the prospect of progress for the working and middle classes, capitalism, in this as in earlier times, may lose both its moral compass and its base for popular support.


      Is the American Dream Dead?


      In his classic 1893 essay, “The Significance of the Frontier in American History,” Frederick Jackson Turner spoke of “the expansive character of American life.” Turner proclaimed that even as the physical frontier was shrinking, Americans would likely look elsewhere to find “a new field of opportunity.”67


      For all its limitations, the “expansive” spirit of America generated a century or more of relentless technological improvements, the gradual creation of a mass middle class, and the integration of ever more diverse immigrants into the national narrative. At times, a snapshot would reveal sometimes awful iniquities, but the overall trajectory showed a steady improvement of conditions for the middle and, later, the working classes.


      Yet today, many feel this modern period of “expansiveness” is doomed, much like the prairie frontier culture whose denouement Turner portrayed. Some argue that it is better for Americans to shift from their historically “expansive” view and embrace a more modest déclassé future. This is critical not only because of the implications at home, but also for the fate of the historically radical notion—so intrinsic to the American identity—that upward mobility remains probable for those who work hard at their jobs, invest in their farms or businesses, and save diligently for the future.


      It remains questionable if this ideal can make it through the new century, even in America. Rather than seek new worlds to conquer, or even hope to retain the accomplishments of prior generations, the new conventional wisdom seems to be an acceptance of ever narrowing opportunity, a kind of fatalistic acceptance of class distinction and societal stagnation.


      Yet the culture of aspiration in America is not quite dead, and it may be harder to squelch than many, on both the left and the right, suggest today. As Turner contended at the end of his famous essay, it would be “a rash prophet who would assert that the expansive character of American life has now entirely ceased.”68


      The real priority is not to assert the eroded validity of the American notion of aspiration, but finding ways to overcome the economic, political, and social factors stifling its continuing health. Similar challenges—the concentration of wealth of the Gilded Age, the Great Depression, war, and environmental angst—have periodically appeared and were eventually addressed through technological innovation, as well as critical political and social changes. Rather than accept the shrinkage of the American prospect, we should seek to restore it for those who will inherit the Republic and also preserve the dream that has animated millions to come here from well outside our borders.

    

  


  
    
      CHAPTER TWO


      Valley of the Oligarchs


      
        

      


      LOOKING BACK FROM the future, perhaps as little as a decade from now, our era may become best known for ushering in the emergence of a new American ruling class. This new force, forged largely in the marriage of technology and media, represents the most potentially dominant upper class in modern American history.


      Unlike past elites in tangible industries such as energy, agribusiness, manufacturing, and construction, the emerging tech Oligarchy employ relatively few Americans, having a need largely for only highly trained workers and those who provide personal services, from accountants and gardeners to dog walkers and pedicurists. Rather than being spread out across the country, they are concentrated primarily on the peninsula between San Francisco and San Jose, with a secondary concentration in the greater Seattle area.


      Indeed the top five firms of social media—Facebook, Twitter, Pinterest, Google, and LinkedIn—are located in either Silicon Valley or its urban satellite city, San Francisco.1 As Americans disperse, seeking out affordable places and fresh opportunities, the new hegemons have tended to concentrate in what are among the most expensive, and exclusive, regions of the country.


      The current tech Oligarchs differ greatly from the traditional “propeller heads” who once populated Silicon Valley. Many of those engineers were in the aeronautics, aviation, or aerospace industries that arose from the 1940s through the 1970s, and which reflected a very different, more practical attention to the real world than the new breed, whose fortunes were often made from software, social media, and Internet marketing.


      Despite their technical brilliance, the old techies, whom I interviewed extensively in the 1970s and 1980s, tended to be engineering types who were relatively uninterested in politics. Even those who were more politically active, such as David Packard and Robert Noyce, were usually moderate in their politics and identified with many of the same concerns as other industrial firms. Later on, many of the earliest firms in the personal computer and Internet space were not only indifferent to governance, but even vaguely anarchistic.2


      In contrast, the new autocrats boast far broader and more sweeping ambitions to influence politics and public policies. Like Skynet in the Terminator movie series, the tech Oligarchs can be said to have achieved “self-consciousness,” and now recognize their ability to influence the public and the political class. “Politics for me is the most obvious area [to be disrupted by the Web],” suggests former Facebook president Sean Parker. The success with which the tech firm’s technology assisted President Obama’s re-election effort offers clear support to Parker’s assertion.3 Some tech entrepreneurs, following the tradition of the old British aristocracy, have even moved into districts where they could run for office, using their vast wealth to win in places with which they sometimes have little ties.4


      This power is all the more frightening given the ability of what Rebecca MacKinnon calls “the sovereigns of cyberspace” to uncover and market our most intimate details.5 Moving beyond the construction of more efficient platforms for communication and work, their efforts now center on breaking into the personal code of every individual who uses their technology. Historian Manuel Castells envisioned this development over fifteen years ago. “The new power,” Castells wrote in 1997, “lies in the codes of information and in the images of representation around which societies organize their institutions, and people build their lives and decide their behavior.”6


      The Oligarchic Moment


      Oligarchies tend to arise at critical points of economic transition. America’s most significant generation of moguls—Morgan, Harriman, Rockefeller, Carnegie, and Ford—emerged as the United States transformed itself from a rather decentralized, largely agrarian economy into a mass-production-oriented industrial juggernaut.


      Seizing control of a now mechanized economy, these moguls soon supplanted the old mercantile and agriculture elites that had dominated early America. By the dawn of the twentieth century, noted historians Charles and Mary Beard, masters of great urban wealth formed a “young plutocracy” with riches beyond the dreams of Midas, garnered from mines of the West, the factories of the Midwest, and the forests of the Pacific, and spent it in “the most powerful center of accumulation, New York City.”7


      In the nineteenth century, for example, vast wealth gained from cotton, silver, and other commodities helped create the foundation for such investment banking firms as Goldman Sachs, Oppenheimer, and Lehman Brothers, and for such publishing industry giants as the Hearst empire. Many of these people also went into politics, often entering the “millionaire’s club” of the U.S. Senate. Their wealth, in the era before income taxes, was immense; by the 1880s the revenues of Cornelius Vanderbilt’s railroad empire were greater than those of the federal government.8


      Like John D. Rockefeller (Standard Oil), J. P. Morgan, and railway mogul Edward Harriman, the tech Oligarchs have taken advantage of the shift in the economic paradigm to garner enormous wealth and power. The information economy’s emergence is allowing them to establish sway over vast sections of the economy, including such areas as advertising, media, entertainment, and, increasingly, the political system as well.


      In some senses the new tech hegemons share some similarities to the oligarchs that arose to dominate the post-Soviet Russian economy. As Russia privatized its vast industrial and resource economy, certain aggressive figures, many of them quite young and some connected to the security apparatus, seized control of critical assets. In consequence, the former Communist country became dominated by ultra-rich oligarchs who controlled the country’s industrial and, most importantly, enormous natural resources. Moscow, not New York or London, is now home to more of the world’s billionaires than any major city.9


      Rather than buy or steal assets from the state, as in Russia, America’s tech Oligarchs benefit from access to limited pools of risk capital—nearly half of which is concentrated in Silicon Valley10—which for two generations has dominated the funding of major technology companies. In this sense, notes economist Umair Haque, “Tech is something like the new Wall Street. Mostly white dudes getting rich by making stuff of limited social purpose and impact.” The new boss, it turns out, looks very much like the old one.11


      The Roots of Oligarchy


      Like the Russian oligarchs, the moguls of turn-of-the-twentieth-century America have become so powerful because, unlike many firms in other industries, software giants such as Google, Facebook, Microsoft, and Oracle face still limited foreign or domestic competition. They enjoy market shares greater than the more traditional capitalists in such industries as steel, oil, gas, or automotive. Google, for example, accounts for over two-thirds of all Internet searches.12 The fantastic wealth of Bill Gates over the past twenty years, like that of the other Oligarchs, stems in large part from these kinds of “monopoly rents.”13


      Of course, these Oligarchs, like feudal lords or rival gangs, sometimes fight among themselves—for example, the battle between Google and Apple over operating systems or, increasingly, on the hardware side of the industry. Yet this struggle between Oligarchs is far from a competitive free for all; together these two firms provide almost 90 percent of the operating systems for smartphones.14 Similarly, over half of American and Canadian computer users use Facebook, making it easily the world’s dominant social media site.15


      By comparison, more traditional industries, such as the auto industry, appear as relative hotbeds of competition, with no firm controlling more than one-fifth of the U.S. market.16 Major competitors, such as the Korean firm Hyundai, emerge periodically. The oil and gas business, associated with oligopoly from the days of John Rockefeller, is far more competitive; the world’s top ten oil companies account for some forty percent of the world’s production.17


      More important still, the tech Oligarchs control portions of their companies that would turn most oilmen or auto executives green with envy. The largest single stockholder at Exxon, the world’s largest oil company, is its CEO and chairman, Rex Tillerson, who controls .04 percent of Exxon stock. The largest automotive company, General Motors, doesn’t have a single direct shareholder with over 1 percent of the stock.18


      In contrast, Sergey Brin, Larry Page, and Eric Schmidt control roughly two-thirds of the voting stock in Google.19 Brin and Page alone are worth over $20 billion each. Larry Ellison, the founder of Oracle, owns just under 23 percent of his company and is worth over $50 billion; in 2013 Forbes ranked him the country’s third richest man.20 Bill Gates, the country’s richest man, is worth $78 billion and still controls 7 percent of his firm.21 Mark Zuckerberg’s 29.3 percent stake in Facebook is worth upwards of $25 billion.22


      As a result, like their far less admired counterparts on Wall Street, America’s elite tech firms—and their owners—have become fantastically cash rich. Besides GE, a classic conglomerate, the largest cash hordes now belong to Apple, Microsoft, Cisco, Oracle, and Google, all of whom sometimes have more dollars on hand than the U.S. government. Seven of the eight biggest individual winners from stock gains in 2013 were tech entrepreneurs, led by Jeff Bezos, who added $12 billion to his paper wealth; Mark Zuckerberg, who raked in an additional $11.9 billion; and Sergey Brin and Larry Page, who saw their wallets expand by roughly $9 billion.23


      Of course, these numbers can rise and fall with market shifts, but the long-term impact of this accumulation of wealth will be profound. Perhaps most critically, the new Oligarchs have made their fortunes both quickly and at an early age. In fact, out of the 29 billionaires in the world under 40 years old, ten come from the tech sector, four of them from Facebook (whose founders are just over 30), and two from Google. The bulk of the other new rich either inherited their fortunes or are drawn from the ranks of the Russian oligarchs.24


      The Favored .01 Percent


      Great wealth and high status, particularly at a young age, often persuade people that they know best about the future and about how society should be governed. “One needs imagination to confront a revolution,” observed Alvin Toffler.25 Twitter founder Jack Dorsey, a 37-year-old resident of San Francisco, announced in 2013 that he aspires to become mayor—of New York. He hopes to follow in the footsteps of billionaire Michael Bloomberg. Like his fellow Oligarch, he maintains that his business expertise qualifies him to run the nation’s biggest city, even if he hasn’t quite gotten around to living there.26


      The tech Oligarch’s ascendency has made them feel somehow different—and superior. Such thinking, notes the leftist economist Thomas Piketty, has been used in the contemporary setting to “justify the extreme inequalities and to defend the privileges of the winners.”27


      This self-regard has been reinforced by public perception.28 In 2011, over 72 percent of Americans had positive feelings about the computer industry, as opposed to a mere 30 percent for banking and 20 percent for oil and gas.29 Even during the Occupy protests in 2012, few criticisms were hurled by the “screwed generation” at tech titans. Indeed, when Steve Jobs, a .000001 percenter worth $7 billion and a rugged capitalist of the classic type, passed away, protestors openly mourned his demise.30


      Unlike the grandees of Wall Street or the energy industry, the tech Oligarchs have so far experienced relatively little of the criticism commonly directed at Wall Street or energy executives for their huge compensation levels. They, it appears, are different even than the other rich. Whereas the wealthy on Wall Street and elsewhere are viewed as illegitimate and greedy, the tech moguls have managed to retain an aura of earned success and enjoy almost universal admiration.31


      “We live in a bubble, and I don’t mean a tech bubble or a valuation bubble. I mean a bubble as in our own little world,” Google’s Schmidt boasted in 2011 to Bloomberg Businessweek. “And what a world it is. Companies can’t hire people fast enough. Young people can work hard and make a fortune. Homes hold their value. Occupy Wall Street isn’t really something that comes up in a daily discussion, because their issues are not our daily reality.”32


      One explanation lies in the relationship between consumers and the tech industry. Our society, Christopher Lasch once noted, teaches “people to want a never-ending supply of new toys.”33 People like Jobs made the kinds of toys—smartphones, iPods, iPads—that are bright spots for the new generation. These technologies, of course, have serious business uses, but those may be limited for young people unable to pay off their college debts, start companies, buy houses, or even leave their parents’ basements.


      But even if they cannot achieve the traditional milestones of middle-class life, the millennials can genuflect to those creating the products and services that occupy their time and keep them in touch with friends. Indeed in a recent survey of high-performing high school seniors, Apple, Google, and Microsoft ranked among the most preferred private companies, beaten only by the traditional maker of puerile dreams, the Walt Disney Company.34


      Technological Utopianism


      The innate sense of superiority and elevated status within the information hierarchy reflects attitudes about technology as the primary driver of societal change. First nurtured in the late nineteenth and early twentieth centuries, the notion that technological change constitutes the great hope of mankind was widely shared across a broad spectrum of otherwise incompatible, even hostile, ideologies.


      The development of railways, mass-production industries, the steamship, and the telegraph opened new markets as well as communications across the world. In this sense, like the Internet that followed a century later, these technologies created new business models and, for many at the time, the prospect of a more prosperous economy and an infinitely more perfect society.35


      Electricity, according to Edison, would reduce the need for sleep, help improve the senses, and promote the equality of women. Many Americans, noted historian David Nye, believed that new technology would eliminate toil and allow Americans to settle in a pastoral utopia. Of course, much of this did not happen. Cities grew even faster and factories more oppressive as new technology allowed bosses to monitor work, and the private information of their customers, ever more closely.36


      The Second World War, followed by the Cold War, accelerated the rise of technology-based business in the economic hierarchy. In both wars the opposing sides worked rapidly and successfully to develop technological innovations, such as radar, jet engines, and nuclear power, and to make huge advances in information processing. Out of these conflicts rose a whole new set of industries dependent on the development and exploitation of science. As a prescient Winston Churchill remarked, “The new empires are those of the mind.”37


      Despite the threat of thermonuclear war, the 1950s and 1960s were suffused with a spirit of technological optimism. In his classic study The Technological Society (1967), French philosopher Jacques Ellul drew a contemporary picture of the world of 2000, complete with regular shuttle service to the moon, widespread synthetic foods, and an end to both hunger and poverty.38 These assumptions, of course, have not been fulfilled even now, but the promise of such improvements—as is the case today—captivated many observers at the time.


      Both large corporations and government dominated this period of technical development. “The imperatives of technology,” economist John Kenneth Galbraith suggested, would enhance centralization, fostering a “technostructure” of well-financed, highly organized firms, often closely linked to the government. “No individual genius arranged the flight to moon,” Galbraith asserted. “It was the work of organization—bureaucracy.”39


      The California Model


      The early days of Silicon Valley more or less followed the Galbraithian model. NASA and the Defense Department40 were dominant among early customers, while Lockheed Missiles and Space remained easily the Valley’s largest employer as late as the 1980s.41 But as the technological revolution shifted from hardware to software, and federal spending dropped, Silicon Valley began to diverge from the Galbraithian model. These new players were animated not by conventional business thinking but by something defined by Richard Barbrook and Andy Cameron as “the California ideology,” a unique amalgam of free market conservatism, social liberalism, and technological utopianism.42


      This synthesis differed from the Galbraithian ideal in terms of corporate culture. On the individual level, the new California executives cast a very different image than the company men of earlier science-based aerospace and computer firms. Top executives no longer stayed in firms for decades or a lifetime, but shifted between companies, often starting their own. They often dressed in jeans, not suits. Even more pronounced were their differences with their rivals in Europe and Asia, who were trapped by rigid corporate structures.43 What they relied on were not long established ties, notes analyst Anna Lee Saxenian, but “the social and technical networks” that provided funding and the critical pool of expertise.44


      This networked system, which included a large number of specialized firms, was also markedly more supportive of younger entrepreneurs, among them the then twenty-something Steve Jobs. This helped consolidate the Valley’s supremacy over its traditional rival, the greater Boston area. By 1990, the Valley accounted for 39 of the nation’s fastest growing electronics companies, compared to just four along Boston’s Route 128. Over the ensuing decade, Valley firms, largely through the application of software, also overcame what had once been considered insurmountable competition from Japan.45


      The great hope promised by this emerging, post-industrial information economy was perhaps best stated by futurist Alvin Toffler. He distinguished between bureaucratic, top-down “Second Wave” industrial firms—which still remain powerful in their own right—and the flatter, more dispersed, and fundamentally less hierarchical “Third Wave” firms. The decentralization of technology, allowing people to communicate without going through a centralized computer, Toffler reasoned, would weaken the power of “Big Brother,” promoting instead the decentralization of power.46 Being simply the medium of the message, software companies could not control it, it was believed, and few considered how such companies’ activities could prove harmful to the consumer.47


      These new Third Wave companies, noted one journalist, were seen as “wildly productive but humane,” headed by entrepreneurs who embraced an “egalitarian” ethos that saw senior executives hobnobbing with janitors in an almost comradely fashion. Driven by the assumption of ever higher productivity through information technology—often referred to as Moore’s Law—these executives were widely portrayed not as greedy capitalists but as “artists” seeking ever greater perfection. They are here not just to make money but “change the world.” Technology enthusiast Nicholas Negroponte even suggested that “digital technology” could turn into “a natural force drawing people into greater world harmony.”48


      From Artists to Prying Oligarchs


      This sense of optimism and benevolence is increasingly hard to justify. Rather than revolutionaries creating new paradigms of social justice and growth, the Valley, suggests social media theorist Nathan Jurgenson, increasingly engages in a kind of “anti-capitalist capitalism” that mints sometimes instant fortunes less on actual profits and revenues than on the promise of being “game changers.” This has worked out fine for companies that, without profits or discernible ways of becoming profitable, have made vast fortunes selling themselves to more established tech companies. He compares the Valley’s pretensions with those of firms that make T-shirts with Che Guevera’s picture, for sale at the local mall:


      



      Presumably, some people really believe Silicon Valley entrepreneurs when they say they don’t care about making money. This appears to be a capitalist attempt to hide capitalism, to exploit its wealth-generating capabilities without having to assume its responsibilities and drawbacks. The post-profit Silicon Valley has, for some, been quite profitable.49


      



      Yet despite its countercultural trappings and progressive ideological leanings, Silicon Valley has turned out to be every bit as cutthroat and greedy as any capitalist region—as I will demonstrate below. The technological revolution may have changed the locus of power and influence, but it did not change the fundamentally acquisitive and self-seeking realities of human nature. As Daniel Bell observed, “after one generation a meritocracy merely becomes an enclaved class.”50


      The economic fortunes of specific companies may ebb and flow, but the benefits, and the highest profits, have accrued to the same basic array of financiers, serial entrepreneurs, lawyers, and other specialists. Ultimately, any company could fail—a Facebook, a Twitter, or even a Google—but the essential tech power structure will remain in place, with built-in advantages to start newer ventures and companies, most notably due to their vast fortunes.51


      Technology executives, however decent their initial intentions, also remain subject to the basic forces of human nature, and technology’s impact is only as benign as the people implementing and controlling it. As computer industry pioneer Willis Ware warned almost four decades ago, the new communication technology, rather than simply making information more universally available, could also increase the “intensive and personal surveillance” of individuals.


      Ware’s proposals for greater controls for privacy were largely ignored, and they seem unlikely to be re-imposed given the economic benefits of personal data for both Oligarchs and advertisers, not to mention the requirements of the state security apparat.52 Essentially we now have not so much a “surveillance state” as what David Lyons has termed a “surveillance society,” where those who control information include not only state players but also certain well-positioned private ones.53


      Similarly, hopeful models of entrepreneurship and competition from technology have morphed more to an oligarchic structure, with huge concentrations of both corporate market share and enormous wealth. The hopes for a more open, less intrusive reality for computer users—now the vast majority of people—have vanished, not only due to government but through the profit-seeking activities of the Oligarchal class. “The clamor for online attention only turns into money,” notes technology analyst Jaron Lanier, for “a new tiny class of people who always benefit.”54


      Lanier suggests that the current Oligarchical ascendency rests increasingly on efforts to penetrate the private lives of every individual consumer. Google has already been caught bypassing Apple’s privacy controls on phones and computers, and handing the data over to advertisers. The Huffington Post has constructed a long list of the firm’s privacy violations.55 Google, too, is renowned for mining personal information. The company’s bid to use Google Plus as a platform for its other offerings represents just another attempt to create a “database for affinity” that might prove irresistible to prying advertisers.56 As one wag tweeted in 2013: “Google motto 2004: Don’t be evil. Google motto 2010: Evil is tricky to define. Google motto 2013: We make military robots.” It may be time, as blogger Joshua Rivera put it, to call Google “an evil empire.”57


      But Google is hardly alone in pushing these violations of privacy. Apple has been hauled in front of the courts for its violations, while Consumer Reports has documented Facebook’s pervasive, and often deepening, privacy breaches, including such details as health conditions (which an insurer could use against someone), travel plans (convenient for burglars), and information about a person’s sexual orientation, religious affiliation, and ethnicity. Ironically, one blogger noted, even as Facebook has been loosening privacy restrictions for teenagers, company founder Zuckerberg bought several houses around his Palo Alto estate to ensure his own.58


      It’s no surprise, then, that Silicon Valley firms have worked to quell bills addressing Internet privacy both in Europe and closer to home.59 In Washington the Oligarchs have cultivated support in the White House, which has been eager to gain the support of tech firms and venture capitalists; and among those Republicans who rarely say no to donors with dollars.


      Even faced with charges related to the release of data to the government, lobbyists for firms like Google continue to work assiduously—including with Republicans—to dampen attempts to shield consumers from prying firms’ use of such data for private profits.60 The rights of the individual computer user look increasingly like those faced by farmers or small businesspeople shipping products by rail at the turn of the twentieth century. Sitting at a home office or kitchen table, the individual user has precious little leverage.61


      This exploitation of the Internet is central to the rise of the tech Oligarchs and their long-term strategies. Notions of control go well beyond the physical world, as was the case with past oligarchies, to the monitoring of people’s personal lives in intense detail. As Google’s Eric Schmidt put it: “We know where you are. We know where you’ve been. We can more or less know what you’re thinking about.”62


      American Keiretsu


      The fortunes that have been built in the Valley over the past few decades—even with the regular popping of bubbles—will shape our politics, culture, and relationship to technology for the foreseeable future. The new gusher of wealth also allows the Valley’s investors and companies to place bets on a host of other, somewhat indirectly related industries.


      In many ways today’s tech Oligarchs operate in an “insider” environment that resembles nothing so much as Japan keiretsu—such as Mitsubishi, Sumitomo, and Toyota—which operate through what long-time journalist Karel van Wolferen calls a “combination of intertwined hierarchies.” Like the tech Oligarchs, elite Japanse companies enjoyed, following the Second World War, unique access to capital and powerful links to both media and political power, and they have not been reluctant to seize their advantage.63


      Similarly, many Valley companies maintain close, arguably incestuous ties between other tech firms and key venture firms, with many directors spread between what might even be somewhat competitive companies. This “directors club” is one way that Valley Oligarchs maintain and extend their control over the tech world.64 Another is to develop elaborate schemes to prevent the poaching of employees so that while the top guns shift from company to company the mass of employees remain in their place. Such informal agreements between key companies such as Google or Apple are designed not only to keep technology inside companies, but also, it is alleged, to restrain wages for engineers.65 Google and Microsoft have been accused repeatedly of using anti-competitive practices to keep out rivals, in part by refusing to license technology or through the acquisition of potential competitors.66


      These collusive practices provide the base for the evolution of a powerful new set of dominant Oligarchic powers. As they gather huge technical and financial resources, firms such as Google have begun to utilize their dominance of critical software niches, including but not limited to Internet search, to gather enormous financial and technical resources. This has allowed them to move into a host of fields, such as robotics, energy, mapping, driverless cars, and aging, that have great potential but which are not directly related to their core business. Other tech firms, such as Apple, have made similar forays.67


      In many ways, the shift of resources from social media and advertising to such fields as robotics and space travel has to be considered a basically positive development. The social media revolution may thrill people with games and virtual community, but it appears to have done relatively little to enhance the overall productivity of the economy. Viewed this way, investing in more significant breakthroughs, such as space travel or driverless cars, certainly represents a significant improvement in the potential returns to society of the top tech firms.68


      This is not to say that these firms’ investments will all work out well. Microsoft and Google, for example, have had their share of failures as they have sought to break out of their core businesses. But what these firms have that others don’t is almost unlimited capital resources, and credibility, to enter new, often risky markets; and they frequently do so through the acquisition of companies, and talent, that lack such financial or technological resources. Google’s sale in early 2014 of Motorola’s mobile division, for example, at a paper loss of nearly $10 billion, would have led to bankruptcy and head-rolling at many firms. But this failure barely threatens the company, whose last quarterly revenues neared $17 billion, whose cash on hand exceeds $56.5 billion, and whose 2014 market cap topped $400 billion.69


      Indeed, if any of the tech powers is to become a full-fledged keiretsu, it’s likely to be Google. In addition to their other ventures, Google’s recent acquisition of Nest, a company founded by Apple alum Tony Fadell, brings Google into the “smart home” marketplace, part of the so-called “Internet of things,” with its almost infinite capacity for ever greater information hauls from your once “dumb,” but at least private, household appliances.70 In splendid keiretsu fashion, the acquisition also helped Kleiner Perkins, one of the early investors in both Google and Amazon, gain a return of twenty times their original investment.71


      In the process, as industry veteran Michael Mace observes, Google has stopped being a “unified product company” and is turning instead into what he calls “a post-modern conglomerate.” Its goal, he notes, is no longer to dominate search, or even the Internet, but to invest in and control anything that uses information technology, from logistics and medical devices to the most mundane household appliances. In this respect, notes the Economist, Google recalls nothing more than an old-style industrial conglomerate such as GE.72


      In the future, a British commentator notes, we could find ourselves literally living in a place called “Googlestan,” in which the company dominates much of our daily lives:


      



      You will drive to work (or rather be driven to work) by your Google car. Your home and office will be automated by Google—and literally powered by Google’s green energy technology. When you’re not talking to your car or home, your computing will be done through a wearable Google computer. The streets will be policed, industry will be automated, and possibly even wars will be fought with Google robots. It’s hard to say with any kind of certainty, but Google also has tendrils in academia and government. It’s not entirely impossible that, in the future, whole countries will be powered by Google.73


      



      But the Oligarch’s consolidation of the economy is likely to extend well beyond the activities of one firm. Nigel Walton has dubbed “the Gang of Four” Internet companies—Microsoft, Apple, Facebook, and Google—as fitting into the conglomerate model.74 Valley firms and investors, for example, now account for half of all venture funding invested in robotics; they also account for a whopping 90 percent of market cap in this sector. Facebook is making a similarly bold move, spending $2 billion on a startup that makes virtual reality gear.75


      Others are turning to fields such as automobiles, which have been dominated in the past by older industrial firms. Elon Musk, billionaire co-founder of PayPal, founded Tesla, which has emerged as a dynamic player in the electric car market, with plans to build a $5 billion electric battery plant.76 Both Google and Apple have also made moves into the automotive market, focusing on driverless cars.77


      In the long run, the most important drive by the Oligarchs is the one toward a field once dominated by one of the early Valley’s key contractors, NASA. Although headquartered in Los Angeles, the traditional center of the aerospace industry, Space X, the largest of the space startups, was founded by Tesla’s Musk, with some 1500 employees at a former Boeing plant in Hawthorne, California.78


      Musk is not the only Oligarch with interests in space. Amazon CEO Jeff Bezos founded his own private space exploration company, Blue Origin, which has launched two vehicles into space, Charon and Goddard. It intends to build orbital space stations, and it has contracted for NASA. Critically, these two firms, as well as a third new player, Richard Branson’s Virgin Galactic, are the pet projects of billionaires fascinated by space, both for travel and business purposes. If NASA continues to retreat from many areas of space exploration, it is likely that, in the future, the heavens may end up belonging to the Oligarchs as well.79


      The New Media Empires


      The Oligarchs’ increasing control of the information network itself also gives them a potential influence greater than more traditional industries. A prospectus for a new lobbying group, headed up by Mark Zuckerberg’s former Harvard roommate, suggests that tech will become “one of the most powerful political forces.” The new group’s “tactical assets” include not only popularity and great wealth but the fact that “we control massive distribution channels, both as companies and individuals.”80


      The growing media power of the new Oligarchs reflects a major transformation in the traditional structure of the information industry. In the past, more hardware-oriented companies provided the “pipelines” through which traditional media disseminated their products. But increasingly these industries are being subsumed by the Oligarchs. On the hardware side, they seek to supplant the traditional telecommunications companies with their own series of global pipelines; at the same time, they are looking to gain control over large parts of entertainment, news, and other media.81


      The transformation of media to online platforms has also occasioned an enormous shift from traditional advertising—largely through television and print media—to Valley-based companies. By 2013 Google’s ad revenues surpassed those of both newspapers and magazines. This shift has been devastating not only to older media but also to traditional advertising agencies, whose revenues have been lost in this shift of platforms, both in print and in television. Google also has the power to further consolidate its dominance; although it has barely one-third the number of employees as the largest ad firm, Publicis Omnicom, its market cap in 2014 was roughly ten times as large.82


      This shift also previews a shift in geographic power from centers such as New York and Los Angeles and to the centers of tech influence, most notably Silicon Valley/San Francisco, as well as the Puget Sound area. Even as the new software-based media expanded over the last decade, the newspaper, music, and publishing industries have endured massive losses that are many times larger than the gains made by social media firms. Since 2001, for example, book, periodical, and newspaper publishing—all traditionally concentrated in the New York area—have lost some 250,000 jobs, while Internet publishing and portals generated some 70,000 new positions, many of them in the Bay Area or Seattle.83


      To the new Oligarchs, older industries are holdovers from what one venture capitalist derisively called “the paper economy” that is destined soon to be swept away by the new digital aristocracy.84 As relatively young people—even Bill Gates is barely sixty—they will have the money, and the time, to disseminate their views to the public, both the mass market and the influential higher echelons.85 Another new $250 million venture, First Look Media, with a specific mission to support largely left-of-center investigative reporting, is being backed by another Oligarch, eBay founder Pierre Omidyar.86


      One way to consolidate such influence—previously used by Gilded Age moguls like William Randolph Hearst—has been to buy up the former bastions of the old media. Facebook billionaire and Obama tech guru Chris Hughes87 has bought the venerable New Republic. Perhaps more importantly, the purchase of the Washington Post by Amazon’s Jeff Bezos has brought not only resources to that struggling, still influential paper but also technical savvy and a certain entrepreneurial aura. Moreover, it places the tech Oligarchy at the center of the media in the nation’s capital.88


      Yet over time the purchase of existing media may prove to be just a sideshow. Far more critical will be the growth of their own Oligarch-controlled news media. Yahoo is now the top news site in the United States with 110 million monthly viewers, and Google News isn’t far behind, in fourth place with 65 million users. The Valleyites are also moving into the culture business with both YouTube (owned by Google) and Netflix beginning to develop original entertainment content. Given the often limited skills of tech people in terms of writing, music, or fashion, the Oligarchs may need to source from more established vendors on the East Coast or Hollywood, but they increasingly will control the financial purse strings as well as the critical pipelines.89


      The intrusion of tech firms into media is likely to become even more pervasive as the millennial generation ages and the older cohorts begin to die off. Among those over 50, only 15 percent get their news over the Internet, according to a Pew report; among those under 30, the number rises to 65 percent.90


      Should the New Oligarchs Rule?


      “We’re the best thing happening in America,” one tech entrepreneur told the Los Angeles Times in 2012.91 Some, on both right and left, believe that the Valley’s geeks should reform the nation and recreate the government in their image.92 This view, not surprisingly, is frequently embraced by the tech hegemons, who sometimes even propose the idea of creating their own country outside the control of the federal government, or at least of separating themselves from the poorer regions of California.93


      “We need to run the experiment, to show what a society run by Silicon Valley looks like,” venture capitalist Chamath Palihapitiya recently argued.94 The notion here is that Silicon Valley might do best detached from the limitations of American citizenship, with firms essentially running their own countries out of islands or man-made offshore facilities.95


      However bloated and distorted their self-image may seem to outsiders, oligarchs, past and present, generally see themselves as huge assets to society. They rarely see themselves as crowding out competition, restraining innovation, or fleecing their customers. In this, as in many ways, they resemble the old industrial oligarchs of the late nineteenth century. Edward Harriman, the great railway financier, once insisted that it would be “suicidal” for the firms under his control, supported by his minions in government, to gouge their customers. Yet this “discriminating monopolist,” in the words of economic historian Jonathan Hughes, could not resist raising rates that ended up “transferring money en masse from railroad users to railroad owners.”96


      Historically, such brazenly monopolistic power-mongering might have been looked down upon in Silicon Valley. But in recent years, the tech elite has established a powerful presence in the Washington lobbying community, hiring many of the professional parasites that Valley denizens used to demean.97 “Something new has come about,” said Reed Hundt, a former chair of the Federal Communications Commission turned technology consultant. “The new generation of leaders in the valley is much more interested in public policy than their predecessors.”98


      Facebook’s lobbying budget, for example, grew from $351,000 in 2010 to $2.45 million just in the first quarter of 2014. The commitment to “progressive” ideals may prove less compelling when in conflict with an aggressive, dominating business culture that, outside of social policy, seems more akin to the laissez-faire right than the anti-capitalist left.99


      This represents more than a traditional bid for mere political influence by a new industry. It is also driven by the notion that technology firms should reshape the entire structure of government. One tech booster foresees a new era in which the old “nexus” between Wall Street and Washington is replaced by a supposedly more productive one between the Valley and the Federal leviathan, which “will usher the world into a new age of abundance, connectivity, innovation and sharing.”100


      The Green Age


      This reflects a shift from the traditionally conservative or libertarian ethos of the entrepreneurial class to one more in line with the nominally populist Democratic Party and its regulatory agenda. The Bay Area, particularly the Silicon Valley–San Francisco corridor, has become one of the most solidly and reliably liberal regions in the country, with leading tech companies sending four-fifths of their contributions to Democratic candidates.101 Along with the public sector, they present California as “the spiritual inspiration” for modern “progressives”—that is, reliable backers of President Obama and the mainstream Democratic Party—across the country.102


      Energy and the environment represent arguably the most critical part of the tech political agenda. In their embrace of a strong opposition to fossil fuels, the Oligarchs are facing off against some of the nation’s most powerful, long-established plutocratic interests and wealthiest individuals. This assault on traditional energy reflects in part the relative lack of sensitivity by many tech firms to high electricity prices. If California electricity is too unreliable or expensive, firms such as Google or Yahoo can shift their power-consuming server farms to places with cheap electricity, such as the Pacific Northwest, Utah, or the Great Plains.103


      Some of this shift is also driven by legitimate concerns about climate change. Eric Schmidt of Google believes not only oil and coal but even natural gas should be terminated.104 Similarly San Francisco hedge fund manager Tom Steyer has spent millions of dollars attacking the Keystone pipeline for being environmentally unfriendly, even if he made some of his fortune in oil and natural gas.105


      Besides climate change, there are other reasons why these firms embrace the hyper-regulatory regime.106 For one thing, the Oligarchs have also sought to directly benefit from policies that favor renewable energy. They have developed a great self-interest in assuring a safe, and guaranteed, market through mandates and subsidies for generally high-cost “renewable” energy companies, including such failed ventures as Solyndra and Fisker Automotive.107 Google alone has invested $1 billion in renewable energy developments.108


      And finally, they have been primary backers of California legislation, passed in 2006, that has imposed strict regulatory powers over both fossil fuel and suburban development. A 2010 attempt by fossil fuel firms to overturn this effort was repulsed in large measure by contributions from eBay and TechNet, a technology-led lobbying group that includes Apple, Google, and Yahoo, venture capitalist John Doerr, and billionaire Vinod Kholsa, formerly of Sun Microsystems.109


      Do No Evil, but Leave My Private Jet Alone


      The very rich, as F. Scott Fitzgerald once put it,


      



      are different from you and me. They possess and enjoy early, and it does something to them, makes them soft where we are hard, and cynical where we are trustful, in a way that, unless you were born rich, it is very difficult to understand. They think, deep in their hearts, that they are better than we are because we had to discover the compensations and refuges of life for ourselves. Even when they enter deep into our world or sink below us, they still think that they are better than we are.110


      



      Despite the its patina of bohemian anti-establishment “coolness,” Jay Gatsby would not be totally out of place in Silicon Valley. Like their early twentieth-century counterparts, or today’s Russian oligarchs, those at top of the tech upper class live very well, occupying some of the most expensive and attractive real estate in the country. They travel in style: Google maintains a fleet of private jets at San Jose airport, making enough of a racket to become a nuisance to their working-class neighbors. The top executives have even proposed an $85 million flight center, called Blue City Holdings, which would manage airplanes belonging to Google’s founders, Larry Page and Sergey Brin, and its executive chairman, Eric Schmidt, who also enjoys numerous estates.111 Similarly John Doerr, a major venture capitalist and strong advocate of green policies, owns his own Gulfstream and resides in a spacious manor in tony Woodside.112


      The fact that Google executives, between 2007 and 2013, have burned the equivalent of upwards of 59 million gallons of crude oil on these jets—at subsidized federal rates—seems somewhat less than consistent from a company that touts its green agenda.113 Of course, the wealthy of the past, and more traditional plutocrats today, also consume at a high level, but they at least do so without lecturing everyone else to cut their consumption.


      Essentially there appear to be two sets of rules, one for oligarchs and another for everyone else. Yahoo’s Marissa Mayer, a former Google executive, banned telecommuting options for many of her employees—particularly critical for those unable to house their families anywhere close to ultra-pricey Palo Alto. Yet Mayer, herself pregnant at the time, saw no contradiction in building a nursery in her own office.114


      But perhaps nothing so mimics the arrogance and hubris of the old oligarchs than the successful efforts of tech firms to avoid taxation. Rather than “share the pain,” tech firms are notorious for not paying much in the way in taxes, including on their property.115


      To be sure, the very wealthy have long found ways to lower or even avoid taxes through various dodges, such as trusts, and this pattern of avoidance has not changed under the tech-led regime. Individuals like Bill Gates have voiced public support for higher taxes on the rich. Yet at the same time, the individual companies and organizations in Silicon Valley have bargained and evaded paying their own taxes while the higher taxes fall on the heads of the middle class.116 Founders of even newer companies, such as Twitter, have developed elaborate plans to avoid taxation and protect their suddenly vast estates as their companies went public.117


      Facebook, for example, paid no taxes in 2012, despite making a profit of over $1 billion.118 Apple, which the New York Times recently described as “a pioneer in tactics to avoid taxes,”119 has kept much of its cash hoard abroad to help avoid taxes.120 Microsoft has shaved nearly $7 billion off its U.S. tax bill since 2009 by using loopholes to shift profits offshore, a Senate panel said in a recent report.121


      People: “Flies in the Ointment”


      “People are the flies in Moore’s Law’s ointment,” notes Jaron Lanier, referring to the oft-cited principle of inexorably greater computer power.122 Technological change has had a devastating effect on many workers, yet the Oligarchs have not, at least until recently, faced any strong criticism for how they deal with their own employees.


      Ironically, one reason lies with the nature and relatively small size of their workforce. Unlike the moguls of the last century, they do not employ large numbers of poor domestically based workers (those whom they employ abroad often labor in harsh conditions).123 Andrew Carnegie and Henry Ford mostly exploited workers in Pittsburgh or Detroit, not in Chengdu or Guangzhou.


      As a result, the elite tech firms have never had to deal with such problems as factory fires or employees working themselves to exhaustion or even death—except in occasional exposés about their plants in China and other developing countries.124 Keeping the worst exploitation far away, firms like Apple have avoided the kind of domestic scrutiny—and labor activism—that has plagued automakers, petrochemical processors, port operators, and, in the past, the more industrially oriented firms that created Silicon Valley in the first place.


      A critical difference with traditional industries has been the almost total absence of organized labor. Not so much anti-union as post-union, the new Oligarchs have lived in an atmosphere untroubled by the labor activism that has cast firms such as Walmart and McDonald’s in a negative light. “Remaining non-union is an essential for survival for most of our companies,” Intel founder Bob Noyce said over two decades ago. More recently, venture capitalist Marc Andreessen declared that “there doesn’t seem to be a role” for unions in the modern economy because people are “marketing themselves and their skills.” Amazon, which has the kind of warehouse facilities that could be organized, has battled unions not only in the United States but also in more union-friendly Europe as well.125


      The good news for the tech sector is that they need less people than ever before. Between 1959 and 1971, the Valley produced 100,000 tech jobs; by 1990 it generated 150,000 more, and during the 1990s boom, another 170,000. But between 2000 and 2008, the industry lost over 108,000 high-tech jobs. Even the social media boom has created perhaps a net of no more than 20,000 to 30,000 new positions since 2007. Overall, even amidst the social boom, the Valley in 2012 has 40,000 fewer jobs than it had in 2001.126


      The reasons for this drop-off vary. Certainly offshoring is a factor. Only 30 of the about 16,000 production workers for the iPod are based in the United States.127 The Valley’s shift from a production to a software orientation, as well as its growing dependence on social media, has changed its character, with much of its remaining industrial equipment already carted off to other parts of the country and the world.128


      The Rise of the Technocoolies


      The lack of reliance on large numbers of workers reflects the realities of the tech industry, which increasingly resembles that of the “gold rush,” where some people make fortunes and far more are periodically displaced from their jobs, as occurred most dramatically after the first dot.com crash.129 One way to avoid laying off workers has been to look abroad, not only for factory operations but for skilled labor as well.


      This can be seen in the tech Oligarchy’s practice of importing temporary programmers from Asia. They claim that the use of what Indians have called “technocoolies”130 is necessary to offset a critical shortage of skilled computer workers. Yet this notion may be exaggerated, if it is not entirely specious. A 2013 report from the labor-aligned Economic Policy Institute found that the country is producing 50 percent more IT professionals each year than are being employed. Another report, this one from the economic consulting firm EMSI, estimates that there are now three times as many new IT graduates as job openings.131


      But many in the Valley, notes EPI, would rather hire “guest workers,” who now account for one-third to one-half of all new IT job holders, than recruit Americans. Some of this reflects a preference for hiring younger workers. Even as thousands of older, American-born workers have lost jobs in the Valley’s transformation, firms seek out young workers, frequently from abroad, who don’t have families here and don’t need the affordable housing or expensive health plans of mature workers. This is particularly true for social media firms.132 “I want to stress the importance of being young and technical,” said Mark Zuckerberg at a Stanford University event in 2007. “Young people are just smarter. Why are most chess masters under 30? I don’t know. Young people just have simpler lives. We may not own a car. We may not have family. Simplicity in life allows you to focus on what’s important.”133


      This approach also has an impact on wages. Even amidst a powerful tech bubble, programmer salaries have not skyrocketed but have risen only modestly over the past few decades, notes the Economic Policy Institute. The new, young, heavily immigrant tech workforce, unlike many middle-class Americans, are often willing to live in crowded apartment complexes or to buy or rent a house in an almost absurdly distant periphery of the region.134


      In the end, technocoolies may prove as valuable today as Chinese and Irish railway workers were to the railroad builders or as New England farm girls were to the early textile mills: they provide a largely compliant and cheap labor force to complement the swelling numbers overseas.135 But what they do not seem to do is add much to the upward mobility of the vast majority of Americans, including those in Silicon Valley itself.


      The Two Valleys: Precursors of the American Future?


      Tech industry boosters such as U.C. Berkeley’s Enrico Moretti extol the broad societal virtues of the new tech Oligarchy, claiming they constitute the key to a growing economy and greater regional well-being. This is also the widespread conventional wisdom in both parties, among both left and right, and throughout the media.136


      Yet in reality, high-technology industries have long been characterized by what one researcher described as “a highly unequal structure of employment,” with sharp divisions between the top employees and low-wage workers in retail and other service industries such as janitors, clerks, and cashiers.137 Valley boosters speak of the “glorious cocktail of prosperity” they have concocted, but they have been very slow to address the social problems festering at their feet, apparently out of their line of sight. In terms of philanthropy, with some exceptions, notes E. Chris Wilder, executive director of the Valley Medical Center Foundation, Silicon Valley “underperforms when it comes to giving.”138


      This social divide has expanded greatly as the Valley has de-industrialized, losing over 80,000 jobs in manufacturing since 2000.139 The social impacts of this process have been so severe, even amidst a boom, that some parts of the Valley—particularly San Jose, where manufacturing firms were clustered—look more like “Rust Belt” cities than exemplars of tech prosperity, observes geographer Jim Russell.140


      “The job creation has changed,” notes longtime San Jose economic development official Leslie Parks. “We used to be the whole food chain and create all sorts of middle-class jobs. Now, increasingly, we don’t design the future—we just think about it. That makes some people rich, but not many.”141


      Rather than the old somewhat egalitarian culture, the Valley is now increasingly bifurcated. Employees at firms like Facebook and Google enjoy gourmet meals, childcare services, even complimentary house-cleaning that is supposed to create, as one Google executive put it, “the happiest most productive workplace in the world,” something of a techie Disneyland.142 With all of these well-paid and largely male geeks around, there’s even a burgeoning sex industry, with rates upwards of $500 an hour, providing that which the company cannot be reasonably expected to provide.143


      And despite their progressive image, many large tech firms are also notoriously skittish about revealing their diversity data.144 A San Jose Mercury News report found that the numbers of Hispanic and African American employees, already far below their percentage in the population, have actually been declining in recent years. Hispanics, roughly one-quarter of the local workforce, account for barely five percent of those working at the Valley’s ten largest companies. The share of women, despite the rise of high-profile figures in management, also showed declines.145


      The mostly white and Asian geeks in Palo Alto and San Francisco may celebrate their IPO windfalls, but wages for the region’s African American and large Latino populations, roughly one-third of the population, have actually dropped, down 18 percent for blacks and 5 percent for Latinos between 2009 and 2011, notes a 2013 Joint Venture Silicon Valley report.146 Overall, most new jobs in the Valley, according to an analysis by the liberal Center for American Progress, earn less than $50,000 annually, far below what is needed to live a decent life in this ultra-high cost area.147


      This situation reflects the reality faced by many of those who inhabit the bottom rungs of the Valley economy. Part-time security workers often have no health or retirement benefits, no paid sick leave, and no vacation. Much the same applies to the janitors who clean up behind the tech elites.148


      So, despite record prosperity at the top, poverty rates in Santa Clara County since 2001 have soared from 8 to 14 percent, a 75 percent jump. By 2013 one out of four people in the San Jose area is underemployed, up from a mere 5 percent just a decade ago. The food stamp population in Santa Clara County, meanwhile, has mushroomed: from 25,000 a decade ago to almost 125,000 in 2013. San Jose is also locale of the largest homeless camp, known as “the Jungle,” in North America.149 As Russell Hancock, president of Joint Venture Silicon Valley, admitted: “Silicon Valley is two valleys. There is a valley of haves, and a valley of have-nots.”150


      Even in San Francisco, where Silicon Valley companies provide free and more luxurious transport for the privileged few, the San Francisco Chronicle observes that the Google buses have become a “daily reminder” of the growing segregation between rich and poor. This might seem “nonsensical” to the Oligarchs and their supporters in the media and financial community. Indeed, they seem oblivious to the fact that the “growth” created by the tech firms increasingly has little benefit to the middle- or working-class people who have long lived in the city. It also make San Franciscans “resentful about the technology industry’s lack of civic and community engagement,” the Chronicle concludes. Yet tech power in the city has continued to rise, in part precisely because they have invested in local politics and walked away, not surprisingly, with some nifty tax breaks.151


      Increasingly, large sections of the Bay Area—with an economy as large as that of Switzerland—resemble a “gated” community, where those without the proper academic credentials, and without access to venture funding, are forced into a kind of marginal nether-existence. They live in crowded houses and even in their cars, or they commute huge distances to jobs that serve the Valley’s upper crust. With the highest real estate prices of any American region, it has become almost impossible for any but the wealthiest to afford a house, while many working-class neighborhoods face enormous rent pressure on their residents.152


      There is no denying that the Valley does play a critical role in the American economy. The country similarly benefited from the often ruthless actions of the industrial moguls. But at some point, the public has to weigh how much power and money can be concentrated in a relative handful of companies and people without undermining upward mobility and the health of the political system.


      Innovation and entrepreneurship remain critical values that contribute mightily to the overall vitality of a society. But given their dangerous hubris, disdain for privacy rights, low rates of tax compliance, and minimal ability to create middle-class jobs, the Valley Oligarchs should not be held up as the supreme role models of the Republic, any more than the Gilded Age moguls were early in the last century. That is, unless we have decided that we wish to live in a high-tech, twenty-first century version of a highly ossified, stratified society.

    

  


  
    
      CHAPTER THREE


      The New Clerisy


      
        

      


      WITH THE RISE OF knowledge-based industries, expertise, and education in the economy, Daniel Bell, in his landmark study The Coming of Post-Industrial Society (1973), prophesied the inevitable “pre-eminence of the professional and technical class.” This emergent new “priesthood of power” would eventually overturn the traditional hierarchies based on land, corporate, and financial assets.


      The aim of this “priesthood,” Bell suggested, would be the rational “ordering of mass society.” Although some of the new priestly class are directly tied to the tech Oligarchy, others inhabit the realms of governmental institutions, universities, the mainstream media, law firms, and major foundations. If property and wealth serves as the coin of the realm for the more traditional Oligarchs, knowledge and authority are the basis for power of this rising class, although they also often seek to translate these assets into property, capital, and social status.1


      This new class resembles the old clerical First Estate in pre-revolutionary France, which in the words of the historian George Lefebvre “possessed a control over thought in the interests of the Church and king.” Like today’s Clerisy the medieval church exercised considerable economic power, owning vast tracks of land, maintaining “a monopoly” in education and poor relief, and, to a large extent, censoring unapproved thoughts.2 This is not to suggest that anything quite like such a monopoly exists today, although, as will be shown below, there are certain orthodoxies that seem to have gained semi-universal embrace throughout the modern Clerisy.


      The very term clerisy has its origins somewhat later, appearing first in 1830 in the work of Samuel Taylor Coleridge, who described this group as bearers of the highest ideals of society, charged in part with transmitting them to the less enlightened orders.3 They played a central role in maintaining social order amidst the chaos of the industrial revolution, adopting the notion of noblesse oblige, which sometimes included taking steps to mitigate the worst impacts of the new economic order, primarily through charitable works.


      Unlike aristocrats and bishops of the Middle Ages, or even the pastier nineteenth-century version of Coleridge’s “clerisy,” today’s version obtains the right to rule not so much from God or King but from their assumed superior command of science and information. There remains, of course, a still potent conservative camp in the Clerisy, including some important think tanks, such as the Heritage Foundation, and a host of publications and broadcasters, most notably the media empire controlled by the Murdoch family.


      But although the conservative movement took an early lead in the policy debates in the 1970s and 1980s,4 over the past decades the vast preponderance of the Clerisy has coalesced on the “progressive” side of the political divide. Educated along similar ideological lines at major universities, the Clerisy is concentrated in very “progressive,” albeit rich, places, and embraces a socially liberal, environmentally self-conscious, and globally oriented perspective.5 As such, they live, as analyst Walter Russell Mead suggests, “within a cocoon.” Inside that cocoon, they operate from a “thoroughly absorbed and internalized . . . set of beliefs and behavioral norms” that follow “the standard upper-middle-class gentry American set of progressive ideas.”6


      This ideological tilt matters greatly in terms of the future direction and culture of the nation. In much the same way as its predecessors, today’s Clerisy attempts to distill for the masses today’s distinctly secular “truths” on a range of issues, including economics, justice, race, gender, and the environment. This is particularly critical in persuading large sections of the middle or working class to accept policies that, in some cases, work against their material interests or traditional beliefs.


      Even as the American economy and employment levels have lagged, two of the critical linchpins of the Clerisy—academia and the federal bureaucracy—have grown enormously. Since 1990, the number of government workers has expanded by some five million to some twenty million, four times the number who were employed by the government at the end of the Second World War, a growth roughly twice that of the population as a whole.7


      Similarly, academia has also expanded rapidly in recent decades. In 1958 universities and colleges employed under 370,000 people. By 2014 that number had expanded to roughly 1.7 million, and they currently serve roughly twenty million full- and part-time students. Each year they influence a growing number of young Americans, as the percentage of people over 22 with four-year degrees has tripled since 1970.8 This makes the ideological tilt among academics more critical as they increasingly regulate speech along politically correct lines and indoctrinate the young.


      Although they share many ideas, particularly on the environment and social issues, with the tech Oligarchs, large portions of the Clerisy—especially academia and the regulatory bureaucracy—are divorced from the worst rigors of the capitalist system itself. Tenured faculty enjoy close considerable immunity from economic downturns, while public sector workers enjoy pension protections that, at least to date, have survived even the Great Recession. This separation from economic reality can be seen in those causes that have animated campus protests, which for the most part are centered on either social or environmental issues, or in some cases on special causes such as tuition. In contrast, the class-conscious Occupy Wall Street movement gained remarkably little traction on college campuses compared to other protest movements in the past, or, for that matter, the 2008 presidential campaign of Barack Obama.9


      To be sure, many in the Clerisy share attitudes toward the economy that differ from those of traditional business leaders and, on occasion, even those of the tech moguls. For example, some elements of the Clerisy, notably in academia and the media, are less sanguine about technological change than many among the new Oligarchs. There remains some sentiment, reminiscent of the 1960s hippie movement, of nostalgia for aspects of the pre-industrial past. The Clerisy, for example, often object to things like genetically modified foods, while the new Oligarchs are more sympathetic, naturally, to the imperatives of a science-led future. In this way, suspicion of technology remains a significant force dividing parts of the Clerisy from each other, and even more so from the Oligarchs.10


      But the mainstream Clerisy also shares many basic beliefs with the new Oligarchs—particularly on social and environmental issues—even though motivations and interests are different. This class reflects Karl Polanyi’s notion that many people act not primarily to protect their money but “to safeguard” their “social assets” and their status. But the Clerisy still help to confirm the position of the new Oligarchs, much as the bishops and parish priests did for the rulers of medieval Europe, or as the public intellectuals, university dons, and Anglican worthies of early nineteenth-century Britain justified the ruling classes of their day.


      The attempts by the Clerisy to distill today’s secular “truths” often appear to restrict discussion on the matters they address, such as gay marriage, climate change, and race and gender issues. Those who dissent from the “accepted” point of view may not suffer excommunication, but they can expect their work to be vilified, or in some cases simply ignored.11 In some Clerical bastions, such as San Francisco, an actress with unsuitable views can be pilloried and a campaign launched to remove her from work.12 Rather than embrace the traditional liberal ideal of diversity of viewpoint, the Clerisy appears increasingly like the old church establishment—ironic given that its ideology, particularly in the elite universities, ranges from secular to openly anti-religious.13


      From Religious to Scientific Faith


      Throughout history, class structures have been held up not only by economic forces but also by patterns of belief. “One person with a belief,” observed John Stuart Mill, “is a social power equal to ninety-nine who have only interests.”14


      In the past, this notion of belief—for example, in the ancient Mediterranean world—was built around religious ideas, as well as those of the home and hearth. In the medieval period, the Church often influenced the political realm, making alliances with powerful princes; they could at times bolster some political leaders or undermine them. But overall, great power stemmed from control of thought. As late as the seventeenth century, notes historian William Gibson, “philosophy, science, religion, and politics could still be treated as a unity.”15


      As the old moral and economic order of the Middle Ages declined and faded, belief systems became less religiously based but also more inclusive of figures from the literary, journalistic, and academic worlds. Rather than the unique bearers of celestial order, the Protestant clergy served, as one historian noted, “as a group of professional men not unlike lawyers and doctors.” But like their medieval counterparts, Coleridge’s more broadly based clerisy also played an important social role; in this case, they helped defend and justify, but at times also challenged, the emerging capitalist order.16


      In the Victorian era, public intellectuals, university dons, and Anglican worthies not only espoused ideals supportive of the values of emergent capitalism, but they also provided theological support for colonialism and even in some cases the expansion of slavery. The late nineteenth-century clergymen Josiah Strong, for example, embraced what he described as “a race of unequaled energy”—that is, the white Anglo-Saxon—to conquer lesser races and bring with them the blessings of Christianity.17


      Yet as the vestiges of the feudal order collapsed, new, more secularly derived ideas emerged to take the place of the divinely based ones. As early as the nineteenth century, secular-minded reformers such as Henri de Saint-Simon advocated the formation of a multi-national European state, whose prime directive would be to follow a “corporate will” for self-improvement. Saint-Simon believed the clergy’s belief system had been made irrelevant by advances in scientific and technical knowledge. The ideal future state—what he saw as the impending “Golden Age of the human race”—would be shaped, in large part, by an elite corps of scientists, administrators, businesspeople, and magistrates.18


      This technocratic approach appealed to the early Progressive reformers, who also saw the need for what H. G. Wells envisioned as “the New Republic,” in which the most talented and enlightened citizens would work to shape a better society. They would function, he suggested, as a kind of “secret society,” reforming the key institutions of society from both within and without. Wells was prescient in maintaining that the biggest challenge facing these secular clerics would be to find ways to relieve the sufferings of the poor, what he labeled “the Abyss,” made up of what he called “the sweepings of Europe,” as well as the brown and yellow races.19


      Wells’s notions appealed particularly to rapidly modernizing societies, such as the United States, where highly materialistic culture conflicted with traditional spiritual ideals of piety and self-abnegation. Americans regularly embraced a “religion of action,” and this admixture of Christianity and reform was common among progressives like Theodore Roosevelt. In some senses Christianity appealed to reformers in part because it “ran counter to the acquisitive drift in American life” and offered some alternative beyond materialism.20


      Economic Roots of the New Clerisy: The Social-Industrial Complex


      In a commercial and individualist society like America’s, Tocqueville noted, voluntary association, family, and religion were necessary to moderate egoism and serve community needs. He marveled at the ability of Americans to meet challenges without state interference.21 But as these bulwarks have weakened, many traditional functions of family and community began to be taken over, first by the corporations, including for their top executives, and then increasingly by the state starting in the 1960s.22


      This may have brought some benefits to the most beleaguered part of society, although poverty rates eventually returned to close to pre-1960s levels.23 Yet the role of government has increasingly blurred into attempts to regulate even the most personal of behaviors, not to achieve some spiritual goal, or even to improve material wealth, as was common in the past, but to shift behavior in order to achieve some perceived social “good.”


      To be sure, efforts to influence some behaviors, such as cigarette smoking and obesity, should continue, but the expansion of government fiat on a whole range of social behaviors extends the state into areas that were once primarily the province of families, churches, and various communal associations. This shift in influence to the wisdom of government-sanctioned regulators and media has been critical to the increasing power and influence of the Clerisy and its constituent parts.


      The emergence of a “politics of happiness,” as one British author puts it, has proven a boon for the public sector and those parts of the private sector that work with government.24 Just as the Second World War sparked the growth of federally funded science for defense purposes, the onset of the Great Society two decades later gave birth to what the socialist writer Michael Harrington would dub “the social-industrial complex.”25


      Harrington, whose writings, notably The Other America, helped usher in the “war on poverty,” lived to witness the extraordinary expansion of the social welfare state. Between 1950 and 1980, social welfare spending grew twentyfold, ten times the rate of the population increase. Such spending may have ameliorated some of the worst results of poverty and discrimination, but Harrington perceived that the largest beneficiaries were not the poor but those—both inside and outside government—who serviced them.26


      In essence, the private sector increasingly sought to make addressing social problems “the new business of business,” as one top IBM executive put it. Developers seeking housing subsidies, or in some cases building new cities, all rushed to feed at the trough, and they have continued to do so. Harrington, although supportive of many of these initiatives, plainly saw the dangers of “private alliances between self-interested executives and ambitious bureaucrats.”27


      This commingling of private and public sectors, John Kenneth Galbraith suggested, was a natural expression of technology—“the enemy of the market is not ideology but the engineer.” In his mind, and those of many contemporaries, this applied as much to capitalist America as the Soviet Union. The technostructure made up of private firms, governmental institutions, and universities would evolve, he predicted, beyond a primary concern with “pecuniary motivation” and focus more on meeting social goals. Rather than ownership, as Ralf Dahrendorf suggested, “authority” is what matters—and authority is the very essence of the Clerisy’s power.28


      Yet this optimistic view, believing that the well-trained would also be naturally selfless, ignores the realities of both history and human nature. For example, the legal profession, whose influence over daily life and business has risen with the regulatory regime, now clearly benefits from an expanding state. Although some lawyers are linked with conservative causes, as a group they have emerged as strong backers of an expanded government, which tends to create demand for their services; as such, roughly three-quarters of all contributions by lawyers go to the Democratic Party.29


      But arguably the biggest beneficiaries of expansive government have been those at the highest levels of the bureaucracy. The number of workers, particularly at the federal level, continued to rise even at the height of the Great Recession. Between late 2007 and mid-2009, the number of U.S. federal workers earning at least $150,000 more than doubled. Even as private sector and state government employment fell, the ranks of federal nomenklatura—including many private contractors—have swelled so much that by 2012 Washington, DC, replaced New York as the wealthiest region in the country, with the average top lobbyist earning in excess of $2.3 million.30 Much of this has been sparked by a large increase in expenditures by private firms, notably tech companies, as well as by increased spending by nonprofits on lobbying.31


      This regulatory state has grown also at the local levels, expanding sixfold since 1980. In California, where the public sector is particularly dominant, state workers are allowed such special privileges as having their Department of Motor Vehicle records kept confidential—a sensible precaution for those, like police, who deal with criminals, but which has now expanded to cover a vast array of public servants, including supervisors and social workers. Naturally, as beneficiaries of an expanded government, public sector unions have been among the strongest backers of regulatory growth and governmental privilege as well as ever more social services. Their political power has also been on the rise; since 1989, public sector unions have accounted for two of the top three donors to political candidates.32


      The regulatory state administered by government workers has expanded rapidly in recent decades, greatly enhancing the power of the Clerisy and its generally uniform ideology. By 2013, the over 300 federal independent and regulatory agencies publish more than 75,000 pages of new and proposed rules every year. The current edition of the Code of Federal Regulations is more than 200 volumes in length, far larger than the U.S. Code, which contains all the laws passed by Congress and signed by the president, and is roughly 35 volumes.33


      These agencies at the various levels of government, notably in areas such as planning and the environment, often stand apart from traditional political constraints. This has given them the power to undermine unfriendly conservative organizations, as with the IRS’s targeting of Tea Party groups, or to monitor the populace’s private conversations, as with the NSA’s domestic spying program. This has been reflective of a growing militarization of police power as well as a gradual expansion of surveillance that has concerned both liberals and conservatives.34


      Increasingly, where persuasion is insufficient, some well-placed members of the Clerisy have advocated greater power of the state to enforce their views. Indeed, many of its leading figures, such as former Obama budget advisor Peter Orszag and New York Times columnist Thomas Friedman, argue that power should shift from naturally contentious elected bodies—subject to pressure from the lower orders—to credentialed “experts” operating in Washington, Brussels, or the United Nations. This reflects the view that the general populace is lacking in scientific judgment and societal wisdom.35


      The Creative Elite


      Not all of the Clerisy exists primarily by clinging to the regulatory teat. It is also includes a significant part of the upper-middle classes, particularly those with elite educations or who are engaged in culture-based industries. Arnold Toynbee identified the “creative genius” as the historic leader and savior of society, the person who sustains the current order or creates new social paradigms.36


      In modern times, this “creative” element has grown as media has become ever more pervasive, often at the expense of family, ethnicity, local community, and religion, which some consider to be in an inexorable decline. The notion of media and culture as profitable, as opposed to dependent on plutocratic patronage, is itself a product of modern times. “An industrial culture,” noted sociologist Norman Birnbaum, “rests on the industrialization of culture.” Not all cultural workers can be considered to be part of the Clerisy, but their largely homogeneous worldview fits the pattern that they share with the public sector bureaucracy and academia.37


      With this increased reach, the media has become ever more influential in shaping popular perceptions. Artists, writers, fashion designers, and actors have achieved enormous status in our society, and a handful have become very wealthy. More important still has been the rise of media Oligarchs, some tied to the tech establishment, who now rank among the wealthiest Americans. Indeed of the world’s 25 richest people, a majority come from either the information sector, the fashion industry, or the media. Combined with the tech Oligarchy, they could well emerge as the dominant part of the twenty-first century’s economic elite, pushing aside fortunes made in energy, manufacturing, or housing.38


      At the same time, the media itself, particularly in its most visible manifestations, is increasingly populated by the children of prominent politicians and by those who come from the ranks of the plutocracy. These include the offspring of the Reagans, GOP standard-bearer John McCain, various Kennedys, and Nancy Pelosi. In Hollywood, meanwhile, some of the new powerful producers come from the ranks of the ultra-rich, including heirs to the Pritzker fortune and the daughter of Oracle founder Larry Ellison, one of the world’s ten richest men.39


      This creative community, as Daniel Bell observed over half a century ago, now serves as something of a permanent conscious “avant-garde.”40 As Thomas Frank has shown, even the term “hip,” once seen as anti-materialistic and hostile to the establishment, has devolved into an advertising technique. Today, the values of the alienated bohemian have been transformed into a marketing strategy that creates “powerful imperatives of brand loyalty and accelerated consumption.” Frank notes that “hip consumerism” solves the problem, identified by Bell in the 1970s, of the disjunction between mass society and the artistic avant-garde.41


      The Academic State: The Real College of Cardinals


      The expanding university system has provided the Clerisy with enormous power over elite jobs and professions, and their power as a central institution has waxed even if doubts about its effectiveness for many students have grown. Even in tough times, high-level academics are something of a protected class, enjoying tenure that insulates them from job cuts.


      As seen in so many realms, time has eroded the democratic intent of higher education. Initially, U.S. universities, particularly the land-grant colleges, were designed for popular needs, providing practical solutions to the problems of newly formed states while offering valuable training to middle- and working-class youngsters.


      But as higher education expanded rapidly, the role of the university enlarged even further. This confluence was central to the ideal of the “multiversity” that Clark Kerr developed in California. In his estimation, universities would play the role of solving societies’ problems, creating a more prosperous and democratic future.42


      This commingling of interests has also been embarrassing at times. Various universities, for example, have been involved in trials of new drugs with patients, some of which had disastrous effects on the patients. Whether over pharmaceuticals, the climate, planning, or a host of other issues, the confluence of government and business interests with the university has a tendency to weaken the traditional notion of the University as a neutral and objective research institution.43


      The influence of universities, particularly large research institutions, has been enhanced by their ties to the burgeoning tech industry. Over the past half century, the technical aspects of the university have grown as demand for engineers exploded. Between 1930 and 1986, the number of engineers grew by 350 percent, seven times the growth of the overall workforce. The role of universities such as MIT and Stanford in the evolution of the tech Oligarchy, first around Boston and then in Silicon Valley, has influenced many business and political leaders to support universities for largely economic reasons.44


      Yet increasingly, despite its patina of egalitarian beliefs, the academic world now epitomizes the new hierarchical class order as much as any major institution. There are roughly 1.4 million instructors in the university system, but they are divided along what one writer calls “the great stratification” between roughly 500,000 largely older tenured “alpha” professors and a vast “beta” of low-paid teaching assistants, contingent faculty, and those working in extension programs. Between 1975 and 2011, these generally poorly paid instructors grew from 30 to 51 percent of all faculty.45


      At the same time, the bureaucracy of the university, like that of the government, has exploded, even more so at elite (and tax-favored) private schools than among public ones. Whereas there were about 250,000 administrators and professional staff members in 1975, about half the number of professors, by 2005 there were over 750,000, easily outnumbering tenure-stream professors. As the university has gained in power, it has increasingly taken on the trappings of an institution whose primary mission is self-preservation, a pattern that would not have been absent in the upper reaches of the European clergy.46


      The class nature of the university also extends to the student body. Recent studies reveal that even land-grant colleges are providing less aid to students from needy families and more to wealthier students; the latter are often judged as better prepared and also as better prospects for future fundraising. As both conservative social critic Charles Murray and leftist economist Thomas Piketty have observed, this has helped make universities, particularly the elite ones, less a means to upward mobility and more a determinant of class status. The average income of parents of Harvard students, estimates Piketty, now surpasses $450,000.47


      At the same time, the returns on education are falling, particularly for those largely less affluent students attending what are often referred to as second-tier institutions. The long-heralded education bonus started to decline in 2006, narrowing the gap between college and high school graduates. This trend will be discussed at length in the chapter that addresses the challenges facing the new generation.48


      The Enforcers of Orthodoxy


      As its utility as an engine of upward mobility has waned, the university’s role as an enforcer of orthodoxy has waxed. Mid-century intellectuals such as Galbraith and Bell optimistically believed that educated people would be, by nature, both objective and open to skepticism. But this ignores the tendency, as the Beards noted over eighty years ago, for science to become “a kind of dogmatic religion itself whose votaries often behaved in the manner of theologians, pretending to possess the one true key to the riddle of the universe.”49


      In recent times this has been particularly notable in the area of climate change, where serious debate would seem prudent not only on the root causes and effects but also on what may present the best solutions.50 Similarly, orthodoxies can be seen in issues such as gender, sexual preference, and urban planning. Issues of great import, for example, generally are deemed “settled,” and those who do not agree are simply ignored or pilloried.51 Indeed, this closing of debate is so strong that a 2010 survey of 24,000 college students found that barely a third thought it “safe to hold unpopular views on campus.”52


      Various studies of the political orientation of academics have found that liberals outnumber conservatives by between eight and fourteen to one. Whether this is simply a reflection of the natural preferences of the well-educated or at least partially a sign of blatant discrimination remains debatable, but some research suggests that roughly two out of every five professors would be less well-inclined to hire an evangelical or conservative colleague than a more conventionally liberal one.53


      A remarkable 96 percent of all presidential donations from the nation’s Ivy League schools went to Barack Obama, something more reminiscent of Soviet Russia—or the rightward tilt in donations made by the Clerisy’s enemies among white Christian evangelicals54—than a properly functioning pluralistic academy. Nor is there any sign that this trend is slowing: between 2007 and 2010, a University of California study revealed, “far left” and liberal views grew from 55 percent to almost 63 percent of full-time faculty, while the conservative segment dropped from roughly 16 percent to less than 12 percent.55


      This tendency is, if anything, greater at the most elite institutions. Academia may have long had a “progressive” tilt, but in recent years this has spawned an increasingly political cast. This reality is reflected by the very high, and unprecedented in recent history, proportion of Ivy Leaguers, as opposed to graduates of state or regional private colleges, within the Obama administration. A National Journal survey showed that the administration had more graduates of Oxford (United Kingdom) in key positions than any U.S. public university.56


      In the future, some university partisans envision an expanded role for their institutions in the further shaping of society. The authors of the visionary text Planet U see schools as the new center of a “postmodernist” perspective committed to a series of basic beliefs common among the Clerisy—concerning the environment, the wickedness of the suburbs, ambivalence about economic growth, and acceptably progressive views of gender, race, and sexual orientation. This agenda has been increasingly applied not only at the university level but down to grade schools as well.57


      The Culture of the Media


      A similar, if less uniform, Clerical consensus suffuses the entire media culture, led by the networks and the major newspapers. In fact nearly half of all Americans consider the media too liberal, more than three times as many as those who see it as too conservative. Overall, the percentage who feel news is tilted to one side has grown dramatically, from 53 percent in 1985 to 77 percent in 2011, according to a Pew study.58


      There remain many important exceptions to this rule, notably Fox News, talk radio, and the editorial pages of the Wall Street Journal. Sadly they, too, tend to follow news in a “party line” manner, albeit from the right. On the whole, the media shows little desire to look at both sides of the issues. Like their conservative counterparts, the traditional mainstream media like to proclaim their “objectivity,” but in practice they maintain the basic Clerical bias that follows a fairly predictable progressive line. A detailed UCLA study found that of the twenty leading news outlets in the country, eighteen were left-of-center, including not only the New York Times, NPR, and the Los Angeles Times but also, surprisingly, the news pages of the Wall Street Journal.59


      This reflects not just management but the personal preference of those who do the reporting and editing. Despite the journalistic embrace of diversity, notes a recent Indiana University study, journalists themselves have become less so; they are far more likely to be college educated than journalists in 1970, and, surprisingly, there are fewer minorities than just a decade ago. But the biggest similarity has been an ideological one: barely seven percent in 2013 were Republican, compared to nearly a quarter in 1971.60


      Indeed, it is almost impossible to find a major news outlet, outside the Murdoch empire, that is not largely committed to this basic agenda: support for even draconian steps to battle climate change, opposition to suburban lifestyles, social liberalism, and the politics of racial redress. These positions are all reflected in, among other things, the almost lock-step support for President Obama. Over sixteen prominent journalists joined the Obama administration, which was something of a record, and in 2012 employees at the major networks contributed almost eight times as much to President Obama as they did to his Republican opponent.61


      Longtime Democrats like Pat Caddell have observed how media coverage in the election amounted largely to running interference for the administration. “This press corps,” notes the former Carter pollster, “serves at the pleasure of this White House and president.”62 This tendency for the press to follow the lead of the administration has led one wag to suggest that we are entering an era of “secretarial journalism,” where reporters essentially shill for their preferred ideologies, right or left.63


      The fact that Republicans continue to maintain considerable power in both Washington and the states suggests that this alliance is not yet determinative. And certainly, the development of Internet-based media has allowed for the growth of alternative news sources.64 Yet in most of the centers of power for media and culture, the secular trend tilts clearly, and increasingly so, to the progressive side.65 Even Arnold Brisbane, the former ombudsman of the country’s premier news source, the New York Times, has noted the group-think that now overshadows objectivity, long cherished by that most important of America media outlets. Brisbane observed that “so many share a kind of political and cultural progressivism—for lack of a better term—that this worldview virtually bleeds through the fabric of the Times.”66


      Indeed, in the last days of the 2012 presidential campaign, Obama appeared to campaign more with cultural icons, like Bruce Springsteen, than with the often less appealing figures from his own party. His most widely covered fundraisers featured such figures as Anna Wintour, the editor of the fashionista bible Vogue, movie moguls such as Dreamworks principal Jeffrey Katzenberg, and stars like George Clooney and Sarah Jessica Parker. Obama’s success reflected not just on his views but on his persona, which Ishmael Reed characterized as “the president of the Cool.” This cultural linkage also proved decisive in communicating with younger “low information” voters, who turned out overwhelmingly for both the president and his party.67


      After President Obama leaves office, the power of the Clerisy may be temporarily diminished, but its ability to set the social and political agenda on a host of issues will likely persist. Entertainment and media firms have already shown their ability to push favored issues—such as steps to combat climate change—on the public. As the liberal author Jonathan Chait suggests, the media increasingly reflects the values of the progressives. The screen now reflects not just commercial values but “a vast left-wing conspiracy”: “You don’t have to be an especially devoted consumer of film or television (I’m not) to detect a pervasive, if not total, liberalism,” writes Chait.


      Sadly, this trend impacts how we discuss the weightiest public issues. In the case of climate change, even mild skeptics of the Clerical consensus have been banned from key website forums, while papers such as the Los Angeles Times refuse to publish their letters. Whatever one’s feelings about the issue, it seems fairly clear that coverage has been tilted toward the conventional thesis that the planet is getting hotter, with humans being the primary cause. Even nuanced discussion of such topics as the decade-long “plateau” of temperatures, acknowledged by the United Nations, has been sparse outside of conservative media, which, to be sure, has its own energy industry–oriented biases, extending also to financing.68


      The Ascent of the Trustifarians


      In the coming decades, the power of the Clerisy will likely be further enhanced by the growth in inherited money. As the “Greatest Generation” dies off, they are set to pass on $8.4 to $11.6 trillion to the “baby boomer” generation, according to a study by MetLife. This inheritance will likely accelerate class divisions, as the top decile will inherit upwards of a million while those in the lower class will at best count their bequests in the thousands. Boomers who will receive an inheritance that will be highly concentrated, with the top 10 percent receiving more than every other decile combined.69


      The millennial generation is set for an even greater inheritance. The Social Welfare Research Institute at Boston College estimated that a minimum of $41 trillion dollars would pass between generations from 1998 to 2052. This huge transfer, the researchers believe, will usher in what they call “a golden age of philanthropy.” As the bulk of younger Americans struggle to obtain decent jobs and secure property, the Social Welfare Research Institute concluded that America is moving toward an “inheritance-based economy,” where access to the last generations’ wealth could prove a critical determinant of both influence and power.70


      This can already be seen in the rise of nonprofit foundations, which have been growing rapidly in size and influence since the late 1960s, paralleling the expansion of other parts of the Clerisy like the universities and government.71 Between 2001 and 2011, the number of nonprofits increased 25 percent to over 1.5 million today. Their total employment has also soared and at 10.7 million in 2010 was larger than that of the construction and finance sectors combined, expanding far more rapidly, adding two million jobs since 2002, than the rest of the economy.72 By 2010 the nonprofit sector accounted for an economy of roughly $780 billion and paid upwards of nine percent of wages and ten percent of jobs.73 Nonprofits, due to their accumulated wealth, are able to thrive in tough times, adding jobs even in the worst years of the Great Recession.74


      The direction of this rapidly expanding part of the Clerisy will be increasingly important in the future. Historically, much inherited wealth followed the old notions of noblesse oblige; they supported traditional aid to the poor, such as scholarships and food banks. But this has been changing for decades, with many of the largest foundations—Ford, Rockefeller, Carnegie, and MacArthur—veering far toward a left social action agenda, ironic since their founders were conservative, or even reactionary, and many held strong, sometimes fundamentalist religious beliefs.75


      Much of this shift reflects the social phenomena of inheritors in general. Not involved with, or even embarrassed by, how their fortunes were made, the new generation of “trust-fund progressives” often adopt viewpoints at odds with those of their founders; they sometimes even “see what they have received as unfair.”76 This trend is likely to accelerate as millennials—who will inherit the most money and may be the most inheritance-dominated generation in recent American history—enter adulthood.


      Agendas are increasingly common among nonprofits. This includes some well-known conservative groups, such as the Koch brothers, who wield their fortunes for highly partisan causes. But roughly seventy-five percent of the political contributions of nonprofits tend more to the left, green, or progressive direction. In some cases, this has been described as “philanthropy for show,” with a larger impact on generating positive media than delivering concrete results.77


      Author Chrystia Freeland sees the emergence over time of “the Silicon Valley school” of philanthropy, which stresses technocratic, data-driven solutions to complex social problems, even though it may not appeal very much to a majority that may be suspicious of help that “arrive[s] in a wrapper of remote benevolence.” Coming from atop an ever sharper pyramid, their solutions may help in incremental ways but, as essentially beneficiaries of the new class order, they are unlikely to challenge the fundamental chasm now dividing society.78


      Endgame: The Technological Religion


      As befits a technological age, the new Clerisy also enjoys the sanction of what Bell defined as the “creative elite of scientists.” Often the scientific community has had a strong case to make, particularly in countering some notions among the religious and extreme right on issues such as evolution, the critical nature of protecting the environment, or even the relevance of natural history.


      Whether their views are right or wrong on a particular issue, the scientific community has taken on a partly theological character, with top scientists achieving something of the role of supreme clerics.79 This approach ignores the reality that widely held “truths” are often found to be, if not untrue, significantly flawed. The numerous assumptions made by prominent academics, such as the MIT team behind the 1972 Limits to Growth study, turned out to be far off-base, as new technologies both made more resources available and increased the efficiency of their use. Similarly the bold predictions of mass starvation due to overpopulation made by the then celebrated Paul Ehrlich in the late 1960s also provided remarkably inaccurate. His call for draconian birth control, including the introduction of sterilants into the water supply, fortunately never was applied.80


      This is occurring at a time when science is increasingly the domain of specialists, whose knowledge cannot be widely shared and is difficult for laymen to challenge. As early as 1900, Henry Adams noted that the rapid pace of change was making knowledge of many topics indecipherable for even well-educated people. In this respect, science takes on the cloak of mystery, like “a religious order,” since only its adherents can understand its secrets.81


      This drift toward what might be called a theology of science has been so marked that a British judge in 2014 ruled that scientific beliefs—specifically about climate change—can now be accorded the same protections of religion. There is a growing embrace of what one writer has called the “sacralization” of particular lifestyles that are approved by the Clerisy and sanctified as reflecting the values of science.82 The once proud role of the French First Estate as the arbiter of values and beliefs has been transferred from the church and its mysteries to the precepts of the practitioners of official science.


      Clerical Dreams: A High-Tech Nirvana


      For at least a century or more, some scientists have dreamed of a society that was driven by the imperatives of technology, as opposed to the often messy, frequently irrational dynamics of mass democracy. This notion was noted in 1950 by the early computer designer John von Neumann, who saw that “the ever accelerating progress of technology . . . gives the appearance of approaching some essential singularity in the history of the race beyond which human affairs, as we know them, could not continue.”83


      In this new formulation, technology essentially supplants divinity, community, and family as the driving force in history. This viewpoint embraces the notion of a relentlessly improved society, powered and shaped by ever more intrusive technology, and, as a result, dominated by those who design or control them.


      Perhaps the most advanced voice for this new vision is Ray Kurzweil, a longtime entrepreneur and inventor. Now the director of engineering at Google, he predicts the ever more rapid evolution of humanity through technology, with the end being the merging of biological and machine intelligences. Eventually, he predicts, “the entire universe will become saturated by our intelligence.”84


      Kurzweil promotes “the singularity” not only as allowing for the perfectibility of mankind—long a goal of theological speculation—but also as a step toward immortality, with our brain patterns imprinted as software and preserved permanently. This “transhumanist” vision also reflects an almost obsessive concern to the aging inventor, who takes around 150 vitamin supplements a day in the hopes of delaying his own demise.85


      This may sound like something for the far-off future, but we are clearly on a path that could lead to this objective. Google, along with other companies, has already moved heavily into “biological computing,” which seeks to duplicate the brain’s functions in machine language.86


      There is little question that such research could have powerful, and often positive, impacts, but the insistence on seeing information technology as the solution to human problems is troubling in part because it diverts resources from things that may improve the material lives of people today. Increasingly, notes one Yale computer scientist, the new vision of humanity is wrapped up with computer intelligence as determinative. In contrast, the importance of subjective notions tied to emotions and sentiments fades with the embrace of the idea that “we are machines.” Following this logic, all questions of human behavior have objective answers—except perhaps those that violate the belief systems of the Clerics.87


      More disturbing are the potential class implications of Kurzweil’s “transhumanist” project. The agenda of melding human and machine intelligence has within it the potential to create a kind of high-tech feudalism, in which technology replaces faith or civic virtue as the justification for an increasingly stratified society. As media, technology, and ideology merge, we could be headed to a greater chasm between the scientific “elect” and those destined to inhabit the subsidiary realms.


      In the foreseeable future, the drive toward ever longer lives or even immortality will not be easily achieved by those beyond the very rich, who will have access to these technologies arguably decades before the others. Kurzweil suggests this gap between first adopters and later ones will shorten over time. But those who refuse or are incapable of cybernetically augmenting themselves are described by the scientist as Mostly Original Substrate Humans, or MOSHs. “Humans who do not utilize such implants are unable to meaningfully participate in dialogues with those who do,” writes Kurzweil.88


      These technologies could exacerbate class divisions in unique and disturbing ways. “Due to improved techniques the elite will have greater control over the masses; and because human work will no longer be necessary the masses will be superfluous, a useless burden on the system,” predicts futurist Bill Joy, a founder of Sun Microsystems. The priesthood could choose to eliminate or systematically cull the unneeded masses; or, “if the elite consists of softhearted liberals,” they could play the role of “good shepherds to the rest of the human race.” But under any circumstance, he predicts, the mass of humanity “will have been reduced to the status of domestic animals.”89

    

  


  
    
      CHAPTER FOUR


      The Proletarianization of the Middle Class


      
        

      


      FROM EARLY IN ITS HISTORY, the United States rested on the notion of a society based upon a large class of small proprietors and owners. “The small landholders,” Jefferson wrote to his fellow Virginian James Madison, “are the most precious part of a state.” To Jefferson and Madison, both the widespread dispersion of property and limits on its concentration—“the possession of different degrees and kinds of property”—were necessary to a functioning republic.


      Jefferson, admitting that the “equal division of property” was “impractical,” also believed “the consequences of this enormous inequality producing so much misery to the bulk of mankind” that “legislators cannot invent too many devices for subdividing property.”1 The notion of a dispersed base of ownership became the central principle around which the Republic was, at least ostensibly, built. As one delegate to the 1821 New York constitutional convention put it, property was “infinitely divided,” and even laborers “expect soon to be freeholders,” which was a bulwark for the democratic order.2


      This notion of American opportunity has ebbed and flowed, but generally gained ground well into the 1960s and 1970s. The very fact that the United States was more demographically dynamic, notes Thomas Piketty, naturally reduced the role of inherited wealth compared to Europe, especially France, where population growth was slower. Mass prosperity hit a high point in America in the first decades after the Second World War, the period when the country achieved its highest share of world GDP at some forty percent. By the mid-1950s the percentage of households earning middle incomes doubled to 60 percent compared with the boom years of the 1920s. By 1962 over 60 percent of Americans owned their own homes; the increase in homeownership between 1946 and 1956, notes historian Stephanie Coontz, was greater than that achieved in the preceding century and a half.3


      But today, after decades of expanding property ownership, the middle orders—what might be seen as the inheritors of Jefferson’s yeoman class—now appear in a secular retreat. Homeownership, which peaked in 2002 at nearly 70 percent, has dropped, according to the U.S. Census, to 65 percent in 2013, the lowest in almost two decades. Although some of this may be seen as a correction for the abuses of the housing bubble, rising costs, stagnant incomes, and a drop-off of younger first-time buyers suggest that ownership may continue to fall in the years ahead.4


      The weakness of the property-owning Yeomanry comes at a time when other classes, notably the Oligarchs and the Clerisy, have gained power and influence. Over twenty years ago, Christopher Lasch argued that a “new class” was arising that “begins and ends with the knowledge industry.” For this group, the rest of society, he suggested, exists only “as images and stereotypes.”5 Progressive theorists, such as Ruy Teixeira, have suggested that, in the evolving class structure, the traditional middle and working classes are of little importance compared to the rise of a mass “upper-middle class” consisting largely of professionals, tech workers, academics, and high-end government bureaucrats.6


      The Economic Decline of the Yeomanry


      All this suggests what could be seen as the proletarianization of the Yeoman class. In the four decades since 1971, the percentage of those earning between two-thirds and twice the national median income has shrunk, according to Pew, from over sixty to barely fifty percent of the population. While middle-class incomes have fallen relative to the upper-income groups, house prices and the costs of health insurance, utilities, and college tuition have all soared.7


      This reflects some very dramatic changes in the nature of the employment market. For over a decade, job gains have been concentrated largely in the low-wage service sector, such as in retail or hospitality, which alone accounted for nearly sixty percent of job gains; in contrast middle-income positions actually have been declining. Meanwhile, taxes on corporate profits, which are at an all-time high, have fallen to near historic lows.8


      This trend has continued even in the recovery. Between 2010 and 2012, the middle sixty percent of households did worse than not only the wealthy but even the poorest quintile during that period. In the years of the recovery from the Great Recession, the middle quintile’s income dropped by 1.2 percent while those of the top five percent grew by over five percent. Overall the middle sixty percent have seen their share of the national pie fall from 53 percent in 1970 to barely 45 percent in 2012.9 Roughly one in three people born into middle-class households, those earning between the 30th and 70th percent of income, now fall out of that status as adults.10


      This decline, not surprisingly, has engendered a dour mood among much of the Yeomanry. For many, according to a 2013 Bloomberg poll, the American dream seems increasingly out of reach. This opinion was held by a margin of two to one among all Americans, and three to one among those making under $50,000, but also a majority earning over $100,000 annually.11 By margins of more than two to one, more Americans believe that they enjoy fewer economic opportunities than their parents, and that they will have far less job security and disposable income. This pessimism is particularly intense among white working-class voters and large sections of the middle class.12


      Many people who once had decent incomes, and who may have owned or hoped to own a house or start a business, have slipped to the lower rungs of the economy. In the past decade, the number of people working part-time and receiving such benefits as food stamps has expanded well beyond inner cities and impoverished rural hamlets. Many of the long-term unemployed are older and often well-educated workers who have fallen from the middle class over the past decade. The curse of poverty has also expanded further into suburban locations—a development widely cited by the urban-centric Clerisy, but which nevertheless further confirms the Yeomanry’s stark decline.13


      The Assault on Small Business


      Perhaps nothing reflects the descent of the Yeomanry better than the fading role of the ten million small businesses with under 20 employees, which currently employ upwards of forty million Americans.14 Long a key source of new jobs, small business startups have declined as a portion of all business growth from 50 percent in the early 1980s to 35 percent in 2010.15 Indeed, a 2014 Brookings report revealed that small business “dynamism,” measured by the growth of new firms compared with the closing of older ones, has declined significantly over the past decade, with more firms closing than starting for the first time in a quarter century.16


      Instead of stemming from the grassroots, the recovery after the latest crash was led, unlike in previous expansions, by larger firms while small company hiring remained relatively paltry. Self-employment rose, but increasingly this took the form of sole proprietorships as opposed to expanding smaller companies with employees.17 By 2013, smaller firms with under one hundred employees added far fewer jobs than in the prior decade. Unlike prior postwar recoveries, since 2007, grassroots companies did not lead the way out of recession and continued to lose ground compared with larger companies that could either afford the costs or avoid the taxes imposed by the Clerical regime.18


      This decline in entrepreneurial activity marks a historic turnaround. In 1977, Small Business Administration figures show, Americans started 563,325 businesses with employees. In 2009, they launched barely 400,000 business startups, long a key source of new jobs, which have declined as a portion of all businesses from 50 percent in the early 1980s to 35 percent in 2010.19


      There are many explanations for this decline, including the impact of offshoring, globalization, and technology. But in part it reflects the impact of the ever more powerful Clerical regime, whose expansive regulatory power undermines small firms. Indeed, according to a 2010 report by the Small Business Administration, federal regulations cost firms with less than 20 employees over $10,000 each year per employee, while bigger firms paid roughly $7,500 per employee. The biggest hit to small business comes in the form of environmental regulations, which cost 364 percent more per employee for small firms than for large ones. Small companies spend $4,101 per employee, compared to $1,294 at medium-sized companies (20 to 499 employees) and $883 at the largest companies, to meet these requirements.20


      The nature of federal policy in regard to finance further worsened the situation for the small-scale entrepreneur. The large “too big to fail” banks received huge bailouts, yet they have remained reluctant to loan to small business. The rapid decline of community banks, for example, down by half since 1990, particularly hurts small businesspeople who have depended historically on loans from these institutions.21


      The Descent of the Yeomanry, with Cheers from the Clerisy


      Despite America’s egalitarian roots, the prospect of mass downward mobility has been embraced widely by some business Oligarchs and much of the Clerisy. The future being envisioned is one dominated by automated factories and computer-empowered service industries that will continue to pressure both jobs and wages. In this scenario, productivity will rise but wages may stagnate or decline.22 This leads some to propose that the American middle and working classes have become economically passé. Steve Case, founder of America Online, has even suggested that future labor needs can be filled not by current residents but by some thirty million immigrants.23


      Arguably the first group to feel the downward pressure has been blue-collar workers, whose lot has declined over the past few decades. After World War II, as the United Auto Workers’ Walter Reuther noted, “the union contract became the passport to a better life” and was creating “a whole new middle class.” But with the shifting of industry overseas and the decline of private sector unions, the path for blue-collar workers to enter the middle class has become more difficult.24


      Although they often claim to defend the middle class, the political stance adopted by the Clerisy, as well as by the tech Oligarchs and investors, tends to worsen this trajectory. Environmental concerns impose themselves most against basic industries such as fossil fuels, agriculture, and much of manufacturing. These employ many in highly paid blue-collar fields, with average salaries of close to $100,000. In the last decade, top U.S. firms, notes the liberal Center for American Progress, have cut almost three million domestic jobs. Automation also leads to the diminution of traditional white-collar professions as well as the shift of high-end service jobs offshore.25


      Overall, it has become increasingly common to regard the middle class as threatened and even doomed. Indeed, as early as 1988 Time magazine featured a cover story on the “declining middle class,” which at that time was considerably healthier than it is today. After the Great Recession, the American blue-collar worker has been pitied, but certainly not helped, by the Clerisy, many of whom believe that there is no hope for manufacturing or similar outmoded jobs in an information age. Blue-collar workers were described in major media as “bitter” and “psychologically scarred,” and even as an “endangered species.” Americans, noted one economist, suffered a “recession,” but those with blue collars endured a “depression.”26


      This perspective extends across ideological lines. Libertarian economist Tyler Cowen suggests that an “average” skilled worker can expect to subsist on little but rice and beans in the future U.S. economy. If they choose to live on the East or West Coast, they may never be able to buy a house and will remain marginal renters for life.27 Left-leaning Slate in 2012 declared that manufacturing and construction jobs, sectors that powered the Yeomanry’s upward mobility in the past, “aren’t coming back.”28 Rather than a republic of Yeoman, we could end up instead, as one left-wing writer put it, living at the sufferance of our “robot overlords,” as well as those who program and manufacture them, likely using other robots to do so.29


      Contempt for the middle orders is often barely concealed among those most comfortably ensconced in the emerging class order. Financial Times columnist Richard Tomkins declared that the middle class, “after a good run” of some two centuries, now faces “relative decline” and even extinction. This historical shift toward mass downward mobility elicited only derision, not concern: “Classes come and classes go,” and when the middle orders disappear the only ones who will be sorry to see them go might be the “middle classes themselves. Boo hoo.”30


      The Rise of the Yeomanry


      This reversal in class mobility and the slowing diffusion of property ownership in America, if not addressed, threaten to undermine the country’s traditional role as a beacon of opportunity. Equally important, the diminution of the middle orders threatens one of the historic sources of economic vitality and innovation.


      The roots of America’s middle class reflect the critical role such smallholders have played throughout history. Dynamic civilizations tend to produce more than their share of “new men.” But nowhere was this middle-class ascendency more dramatic than in Europe, first in Italy and later in northern Europe.


      Initially, this was a comparatively small group, with much of the activity conducted by outsiders such as Jews and, later, Christian dissenters.31 They were the driving force of the expanding capitalist market, the creators of cities, and among the primary beneficiaries of economic progress. Peter Hall quotes a historian of fifteenth-century Florence:


      



      Apprentices became masters, successful craftsmen became entrepreneurs, new men made fortunes in commerce and money-lending, merchants and bankers enlarged their business. The middle class waxed more and more prosperous in a seemingly inexhaustible boom.32


      



      These “new men,” who included some landless peasants, gradually overthrew the older traders and eventually even superseded the aristocracy. They were also among the first commoners to seek out land, often in the periphery, in part as a business decision but also to mimic the lifestyles of the traditional aristocracy.33


      As occurs in every economic transition some benefited at the expense of others. Some “new men” from peasant and artisan backgrounds rose, but others became part of an impoverished proletariat.34 Many urban artisans lost their jobs to machines, but many others used their expertise to move into the middle class, often through technical innovations that, in the words of the French sociologist Marcel Mauss, constituted “a traditional action made effective,” notably in agriculture, metallurgy, and energy.35


      As a colony of Britain, America reflected that island’s rapid ascendancy of smallholders in the seventeenth and eighteenth century, which linked liberation from feudalism with a less hierarchical order and the dispersion of ownership.36 The rise of the yeoman class in Britain was particularly critical in foreshadowing the evolution of America. These small landowners played a critical role in the overthrow of the monarchy under Cromwell, and they consistently pushed for greater power for those outside the gentry.


      Yet ultimately many paid a great price for liberal reform, such as laws allowing for enclosures of what had been communal pastures. In the process productivity rose. Some benefited, becoming gentry themselves, while many smallholders lost their lands and flowed into the towns, where they joined the swelling proletariat. Others, notably large merchants, bought political influence and marriage into old families. By 1750, according to Marx, the yeomanry had disappeared, a claim denied by some who believed this class persisted, albeit weakened, well into the nineteenth century.37


      The American Model


      Many of these displaced yeoman found a more opportune environment in America, where diffusion of ownership, as both Jefferson and Madison noted, remained central to the very concept of the nation. Smallholders served, in the words of economic historian Jonathan Hughes, as “the seat of Republican government and democratic institutions.”38


      America’s focus on dispersed ownership was further enhanced by government actions throughout the country’s history. In contrast to their counterparts in Britain, the yeomanry in the United States enjoyed access to a greater and still largely economically underutilized land mass, as well as a persistently growing economy. “In America,” Tocqueville noted, “land costs little, and anyone can become a landowner.”39


      The Homestead Act was signed by President Lincoln in 1862. By granting land to settlers across the Western states, Lincoln was extending the notion of what historian Henry Nash Smith described as an “agrarian utopia” ever further into the continental frontier.40 Yet in reality the Homestead Act, which offered 160 acres for a $1.25 per acre fee, proved more symbolic than effective, impacting at most two million people in a nation of over 30 million. Railways, using their land grants, actually sold more land than the government gave away.41


      The westward expansion of the Republic created huge opportunities for expansion of land ownership. Jefferson wanted the land sold to the public to be a source of one-time revenue and a permanent holding for the buyer. In many ways, at least until the 1890s, a far higher proportion of Americans owned land—almost 48 percent—than in countries such as Britain, where ownership was far more concentrated.42 These lands, not surprisingly, also became the source of often wild speculative booms and busts, both on the agricultural frontier and the burgeoning cities.43


      Many factors ultimately undermined the first old agrarian Jeffersonian dream. Capitalist-led industrial growth shifted the proportion of the population living in cities. Only 5 percent in 1790, the urban population rose to almost 20 percent in 1850 and nearly 40 percent by 1900.44 The new order, as in England, also weakened the position of the old artisanal professions, which often made up the ranks of the small-scale owners. In many cases they were replaced by women, children, and new migrants from the countryside or from abroad. They became, as the British reformist paper The Morning Star wrote, “our white slaves, who are toiled into the grave, [and] for the most part silently pine and die.”45


      The movement into cities, as well as the industrial economy, turned many workers from owners to renters. In the new industrial centers, it became far harder to start a business or own property. Even white-collar workers often lost out, as the instrumental economic rationality of capitalism displaced a more locally focused economy based on tradition, religion, and small-scale production.


      In the United States, conditions were generally less gruesome than in Britain or the rest of Europe, but this did not slow the tendency toward ever greater concentration of ownership. The rise of great entrepreneurs like Morgan, Vanderbilt, and Carnegie drove parts of the economy into the hands of a relatively small number of people. This concentration of power and land ownership engendered a powerful protest in both rural and urban areas. Henry George’s influential Progress and Poverty, published in 1879, maintained that “the ownership of land” was the “fundamental fact” determining the social, political, and “moral condition of a people.” Land, he asserted, should be owned by the public and government funded by rents.46


      George’s approach appealed to a population that was seeing land ownership slipping from their grasp. Even on the land, as farming itself modernized, there was a gradual shift toward tenancy as farms mechanized and markets became more global; by 1900 one in three American farmers were landless tenants. The concentration of property ownership continually grew from the 1870s on well into the 1920s.47


      By the early twentieth century, as the original rustic yeoman dream was weakening, there was increased pressure for change from the growing urban population. Much of the pressure came from a middle and upper-middle class who felt threatened by the concentration of ownership and political power in the hands of the industrial and financial oligarchies.48


      The Homeownership Revolution


      As the nation moved from its agricultural roots, the Yeoman class interest in property would find a new main expression in the form of homeownership. This would represent an opportunity either to escape the crowded city or, for the migrant from rural areas, to live in a less dense urban environment.49 This drive was supported by both conservatives and New Dealers, who promulgated legislation that expanded homeownership to record levels. “A nation of homeowners,” Franklin Roosevelt believed, “of people who own a real share in their land, is unconquerable.”50


      The great social uplift that occurred then, coming to full flower after the Second World War, saw a working class—not only in America but in Europe and parts of East Asia—enjoying benefits previously available only to the affluent. In 1966, author and New Yorker reporter John Brooks observed in The Great Leap: The Past Twenty-Five Years in America that the “middle class was enlarging itself and ever encroaching on the two extremes—the very rich and the very poor.”51 Indeed, in the middle decades of the twentieth century, the share of income held by the middle class expanded while that of the wealthiest actually fell.52


      New Deal legislation—the National Housing Act of 1934, the Federal Housing Administration (FHA), and the Federal National Mortgage Association (Fannie Mae)—set the stage for the great housing boom of the 1950s. This was further augmented by the GI Bill, which also provided low-interest loans to returning veterans. The success of the private financial and construction interests who benefited from this boom, suggests author Eric John Abrahamson, was largely fostered by what he describes as a “planned” economy that consciously sought to expand ownership both during the New Deal and particularly in the ensuing decades. Almost half of suburban housing, notes historian Alan Wolfe, depended on some form of federal financing.53 This egalitarian impulse was in part driven by people returning from World War II and Korea, many of whom benefited from the GI Bill.


      This resulted in an unprecedented dispersion of property ownership. This process was aided by a strong economy and the expansion of automobile ownership, which greatly enhanced the Yeomanry’s mobility. Increasing numbers of the middle class and even working-class people became homeowners, sparking an enormous surge in homebuilding. By 1953, the number of Americans owning their own homes climbed to twenty-five million, up from eighteen million in 1948. A country of renters was transformed into a nation of owners. Between 1940 and 1960 non-farm homeownership rose from 43 percent to over 58 percent. It was an accomplishment of historic proportions, notes historian Abrahamson, of “a transformed Jeffersonian vision.”54


      New Class Conflict over the Form and Nature of Growth


      In recent decades, this vision of widening prosperity and property ownership has become increasingly threatened, as most evidenced by the housing bust of 2007–8. It also has come under increased attack from among the ranks of the Clerisy. To be sure, many of those who bought homes in the last decade were not economically prepared, as some analysts suggest.55 But in the wake of the housing bust, the attack on homeownership expanded to include not only planners and pundits but also parts of the investment community, who have seen the Yeomanry’s decline as an opportunity to expand the base of renters for their own developments.


      The ideal of homeownership, particularly in the suburbs, has long raised the ire of many academics and intellectuals in particular. Some have sought to de-emphasize increased wealth and seek instead to embrace what they consider a more moral, even spiritual standard. This movement, not so far from old feudal concepts, had its earliest modern expression in E. F. Schumacher’s influential Small Is Beautiful (1973) and in the writings of the London School of Economics’ E. J. Mishan.


      Both writers rightly criticized the sometimes cruelly mechanistic nature of much technological change, but they also revealed a dislike of the very kind of expansive growth that lifted so many into the Yeoman class after the Second World War. “The single-minded pursuit of individual advancement, the craving for material success,” Mishan wrote, “may be exacting a fearful toll in terms of human happiness.”


      In the search for an alternative, both writers looked not forward but backward. Schumacher described “the good qualities of an earlier civilization,” that is, the old rural English society identified not so much with progressivism or socialism but with the old Tory class order.56


      More recently, many advocates of slow or no growth are finding inspiration in even less enlightened settings than old England. Some point to the small Himalayan kingdom of Bhutan, the site of a 2014 pilgrimage by Oregon Governor John Kitzhaber. This “happiness” poster child makes an odd exemplar for the twenty-first century. In contrast to the praise heaped on the tiny nation by Kitzhaber, one Asian development expert recently described the country as “still mired by extreme poverty, chronic unemployment and economic stupor that paints a glaring irony of the ‘happiness’ the government wants to portray.” In this “happiest place on earth,” one in four lives in poverty, nearly forty percent of the population is illiterate, and the infant mortality rate is five times higher than in the United States. It also has a nasty civil rights record of expelling its Nepalese minority from the country.57


      Bhutan, of course, is a pastoral country, but some urbanists also increasingly apply their “happiness” ideal to cities, particularly poorer ones. Canadian academic Charles Montgomery, for example, celebrates what he sees as high levels of happiness in the city slums of developing countries. Montgomery points to impoverished Bogotá, for example, as “a happy city” that shows the way to urban development. If we can’t replicate a Bhutanese village, maybe we can be compelled to evacuate suburbia for the pleasures of life in a setting that resembles a crowded favela.58


      Although this emphasis on happiness certainly has its virtues, and should be a consideration in how a society grows, lack of economic growth, along with low levels of affluence, seems an unlikely way to make people more content. Recent research, in fact, finds that, for the most part, wealthier countries are not only richer but happier than those assaulted by poverty. Indeed the happiest countries are not impoverished at all, according to the Earth Institute, but highly affluent countries, led by Denmark, Norway, Switzerland, the Netherlands, and Sweden, while the countries ranked least happy were all very low-income countries in Africa.59


      The argument against growth has gained currency with the rise of environmentalism, long focused, often with justification, on the negative impacts of economic expansion. This has engendered an understandable search for an alternative method to measure societal well-being. Climate change campaigners, such as the Guardian’s George Monbiot, propose “a battle to redefine humanity,” essentially replacing the era of “expanders” with one of “restrainers.” Some economists, particularly in Europe, have embraced the notion of what they call “de-growth,” that is, a planned ratcheting down of mass material prosperity.60


      Winners and Losers in the “Happiness” Game


      In any conflict over the preferred shape of society, there are usually winners and losers. The shift from a focus on growth to one on what is fashioned as sustainability has proven a boon both for the public sector, particularly those working in regulatory agencies and politicians who now have new ways to elicit contributions, and for those parts of the private sector that work most closely with government. Other beneficiaries include connected investors, such as the many who benefit from “green” energy subsidies, which, particularly when measured by their production of energy, are considerably higher than those secured over the past century by oil and gas interests.61


      The downsizing of growth, naturally, also appeals to many who already enjoy wealth, such as Ted Turner, who then promote anti-growth policies62 through their foundations and, as a bonus, get to feel very good about themselves. Other winners include the media Clerisy, notably in Hollywood—who propagandize such views while living in unimaginable luxury—as well as academics. The successful and well-compensated producer and director James Cameron complains about “too many people making money out of the system” and warns that growth must stop to save the planet.63


      So who loses in the new anti-growth regime? Certainly these include large parts of the working class—farm workers, lumberjacks, factory operatives, oil field workers, and their families—who work in the extractive industries most subject to regulatory constraints and higher energy prices. Particularly hard hit may well be young families who, perhaps forsaking the “slacker” life, now find their aspirations of a house and a decent job blocked by the generally older, and better off, advocates for “happiness.”


      Wall Street and “Progressives” Find Common Ground


      The rise of neo-feudalism and the decline of the Yeomanry are best understood as the consolidation of ownership in ever fewer hands. This process has been greeted with enthusiasm by financial hegemons, who have stepped in with billions to buy and then rent out foreclosed homes. In some states this has accounted for upwards of twenty percent of all new house purchases. Having undermined the housing market with their “innovations,” notably subprime and zero-down loans, they now look to profit from the middle orders’ decline by getting them to pay the investment classes’ mortgages through rents.


      In the wake of the housing bust, and the longer than expected weak economy following the Great Recession, many financial analysts insisted that we were headed toward a “rentership society,” as homeownership rates plunged from historic highs in the three years following the crash.64 Part of this shift has been exacerbated by the movement of large investment groups like Blackstone to buy up single-family houses in order to rent them, representing a kind of neo-feudalist landscape, where landlords replace owner-occupiers, perhaps for the long term.


      The impact of the investor move into housing has had a negative effect on potential middle- and working-class buyers, who find themselves frequently outbid by large equity firms. In a 2013 Washington Post article, Jack McCabe, a Florida real estate consultant, remarked, “There is the possibility that Wall Street and the banks and the affluent one percent stand to gain the most from this. . . . Meanwhile, lower-income Americans will lose their opportunity for the American Dream of building wealth through owning a home.”65


      But however convenient these developments may prove to investors on Wall Street, for society, and for the future of the democracy, the concentration of ownership in fewer hands is highly problematic. Rather than the Yeoman with his own place, and the social commitment that comes with it, we could be creating a vast, non-property-owning lower class that is permanently forced to tip their hats—and empty their wallets—for the benefit of their economic betters.66


      One would expect that this diminution of the middle class would offend those on the left, which historically supported both the expansion of ownership and the creation of a better life for the middle class. Yet some progressives, going back to the period before the Second World War, have disliked the very idea of dispersed ownership; many intellectuals, notes Christopher Lasch, found a society of “small proprietors” and owners “narrow, provincial, and reactionary.”


      Increasingly, the media and many urbanists, who see a new generation of permanent renters as part of their dream of a denser America, also embrace this vision as being more environmentally benign than traditional suburban sprawl.67 The very idea of homeownership is widely ridiculed in the media as a bad investment, and many journalists, on both the left and the right, deride the investment in homes as misplaced. Instead, they suggest that people invest their resources on Wall Street, which, of course, would be of great benefit to the plutocracy. One New York Times writer even proposed that people should buy housing like food, largely ignoring homeownership’s societal benefits to children and the stability of communities. Traditional American notions of independence, permanency, and identity with one’s neighborhood are given short shrift in this approach.68


      This odd alliance between the Clerisy and Wall Street works directly against the interest of the middle and aspiring working class. After all, the house is the primary asset of the middle orders, who have far less in terms of stocks and other financial assets than the highly affluent.69 Having deemed high-density housing and renting superior, the confluence of Clerical ideals and Wall Street money has the effect of creating an ever greater, and perhaps long-lasting, gap between the investor class and the Yeomanry.70


      This shift toward renting also is widely portrayed in the media, and by some pundits, as something that people actually want. Yet in reality, the desire for homeownership has not ebbed. Research for the Woodrow Wilson Center indicated a continuing aspirational preference for homeownership. In fact, homeownership was generally considered more important even after the housing bubble than before. Indeed the desire to own becomes more important as people get older and richer. If homeownership were not preferred, it would be expected that as people become more affluent the rates of homeownership would decline, or would be rejected as they matured.71


      The First Great Social Unraveling


      The pressures placed on the Yeoman class, exacerbated by technological changes and globalization, also have exacted a social cost that could accelerate their downward trajectory. Traditionally, the middle orders were characterized by a high degree of family and community cohesion. When the old feudal order worked against the interests of the rising class of smallholders, the coherence of their families and religious communities gave them an edge over the often less morally upright aristocracies. The early capitalist enterprises tended to be built around strong kinship ties, and generally this worked best in cultures that embraced the ethic of moral regulation, particularly in the Protestant world.


      As has occurred in the new technological age, the onset of the industrial era undermined many of these values, displacing male breadwinners from their place in the family, turning proud artisans into a proletariat dependent on wages and locked in ferocious competition not only with other men but with women and children as well. In Britain, the homeland of the industrial age, pauperism surged more than four-fold as a percentage of the population between 1760 and 1818. The industrial revolution, as one late nineteenth-century historian noted, could “produce wealth without producing well-being.”72 It would take decades before the benefits of the new economic paradigm reached the working classes.


      One reason for this slow progress lay in how the new paradigm impacted the social conditions of the emerging proletariat in particular. Part of this can be seen in the decline of religion; by the 1850s, religious attendance in Britain fell to below 50 percent,whereas in earlier times it had been nearly universal. It was lower still in the major industrial cities, such as Manchester.73


      In The Condition of the Working Class in England, Engels portrays the impact of the early industrial revolution on family and moral life. In the first half of the nineteenth century, there was a marked increase in crime, drunkenness, and dysfunctional family life, with children frequently abandoned, abused, and left to their own devices. Since they lacked any sense of security, asked Engels, “why on earth should they be provident in any way?”74


      This breakdown of family life—along with old kinship-based trades and agriculture—raised the specter of an excessive individualism propelled by capitalism. For his part, Tocqueville saw American family and religious culture as the key means to curbing the excessive greed and individualism inherent in our culture. Through the “natural bonds and legitimate pleasures of home,” the aspirational American would be constrained from socially destructive behavior.75


      As in Britain, family and religious ties were undermined by the industrial transformation that broke down the social mores of the old middle class and, perhaps even more so, that of immigrants, many of whom arrived from far less developed countries. In a world where household authority was being supplanted by economic forces, the sociologist Max Weber suggested, the family lost its historic role as “the bearer of cultural values.”76 The number of children living in fatherless homes grew 25 percent during the period of rapid industrialization in the 1870s. Divorce rates also soared from one in twelve in 1900 to one in seven in 1924.


      To a large extent, this decline reversed in the years after the Second World War. Although the influence of the traditional extended family ebbed with greater prosperity, the 1950s and 1960s were “a profamily period if there ever was one,” according to historian Stephanie Coontz. The percentage of children living with unmarried mothers actually declined by nearly a quarter from the 1880 levels. Many factors underpinned this development, such as the expansion of the welfare state, longer lifespans, and powerful unions, all of which nurtured a moral and familial climate far more secure than in the early industrial era.


      There were, of course, numerous negative aspects to this era, notably the consignment of women to the home, the exclusion of African Americans and other minorities, and, at times, what could be seen as a certain stultifying conformity. Yet despite these limitations this period ushered in a unique boom for the middle-class family, including those rising from the working class, notably industrial workers, who also were able to buy homes in the very suburbs now so widely detested by the Clerisy.77


      The Rise of Post-Familialism and the Decline of the Yeomanry


      Clearly broad-based economic growth brought significant benefits for the Yeoman class and their families. As Coontz has argued, the heyday of the nuclear family in the 1950s and 1960s was predicated on widespread economic growth; it created a peculiar social environment that was seen neither in the past nor since. Indeed, the decline of the economic position of the middle class has accompanied, and paralleled, a deterioration of such social indicators as crime and divorce, not only in the United States but also Europe. By the 1980s, non-family households surpassed family households, a trend that continued through much of the following decades.78


      For the better part of a half century, this breakdown has been a core concern of social conservatives, who regard themselves as waging a desperate war to defend “family values.” However well-intentioned, this effort has to be written off as something of a failure, in part due to the unfortunate concentration of religious fundamentalism on divisive issues such as school prayer, gay marriage, and absolute bans on abortions. These views are increasingly marginal in an era where the real issue is not so much theology but the dynamic, particularly in economic terms, of class relations.79


      Yet if the tactics of the right have been ham-handed, the connection between the changing economic order and the fate of the middle orders cannot be easily dismissed. After the period of stability in the postwar era, we have seen a ratcheting up of social dysfunction through the middle and working classes. The number of children from single mothers continues to soar. In 1970, 11 percent of births were to unmarried mothers; by 1990, that number had risen to 28 percent. Today, 41 percent of all births are to unmarried women. Most frightening of all, for mothers under 30, the rate is 53 percent.80


      This has long-term implications for both the unmarried parents and their progeny. As Charles Murray, among others, has noted, conditions once associated with minorities are now becoming commonplace among large swaths of the Yeoman class. Rates of illegitimacy among the white working and lower classes, he notes, have reached the levels experienced by African Americans a half century ago. This could have disastrous social consequences. Murray points out that the deterioration of family life—as measured by illegitimacy and low marriage rates—now has reached particularly high levels among white American women with only a high school education: 44 percent of births are out of wedlock, up from 6 percent in 1970.81


      Looking backward, the parallels with the first era of proletarianization are fairly chilling. As during the industrial revolution, religious affiliation, if not in a free fall, is clearly on the downward trend, most dramatically among white working- and lower-class Americans.82 Declining job prospects and financial security also affect marriage stability.83 With incomes dropping and higher unemployment, Murray predicts the emergence of a growing “white underclass” in the coming decade.84


      Much of this decline can be ascribed to the economic conditions that have made what was once seen as normal family life more difficult. Households with steady incomes, a degree of security, and a stronger sense of a better future have a greater propensity to stay together. Similarly, family dysfunction grows with economic insecurity, loss of property, and in some cases the decline in blue-collar unionization.


      “Working-class people with insecure work and few resources, little stability and no ability to plan for a foreseeable future become concerned with their own survival and often become unable to imagine being able to provide materially and emotionally for others,” notes Sarah Corse, an associate professor of sociology in University of Virginia’s College of Arts and Sciences and author of a 2013 study on declining family structure in the working class.85


      Such dysfunction is, if anything, more profound in minority communities, particularly among immigrants and, most critically, the next generation. The foreign-born and their offspring have accounted for one-third of the nation’s population growth over the past three decades, but the longer they stay, the more marriage and childbearing decline over time. Even more seriously, 44 percent of all millennials think marriage is becoming “obsolete”; among the baby boomer parents, the number is 35 percent. And fewer young people think childbearing is even important in a marriage.86


      Is Mass Serfdom the Future?


      Given these trends, what is the future for the Yeoman class? Some see a growing role for the state as the ultimate replacement for the family or the traditional community. If you want to glimpse the worldview of the progressive Clerisy, watch the inane online slideshow called “The Life of Julia,” presented in 2012 by the Obama campaign. In “Julia,” virtually every step in life is predicated on some government service. She “decides” to have a child although a man is never mentioned (it’s dubious that progressive Clerics accept the notion of immaculate conception), and the child, once sent off to government-funded preschool, never reappears. Although hardly a stunning embrace of strong family structure, Ms. magazine hailed Julia as “a future standard for women.”87


      Such an approach threatens to continue pushing the Yeoman class toward something closer to serfdom, with the state supplanting the role of the medieval Church and the noblesse oblige of the upper classes. To be sure, the role of government in alleviating poverty—as occurred with the war on poverty—was dramatic, particularly for seniors and minorities.88 It is equally clear that increasing dependence on public assistance, as opposed to family reliance, has helped create the kind of semi-permanent underclass unforeseen a half century ago. As economist Robert Samuelson has noted, the “safety net” has rescued millions from the worst abject poverty but has proved “a failure as an engine of self-improvement.”89


      In the future, large swaths of what might have once been parts of the Yeoman class, both Anglo and minorities, may become more like the traditional poor, whether in the inner city or outside, living paycheck to paycheck. Their descendants may enjoy far fewer opportunities for property ownership, or any form of economic independence. As with the poor, government subsidies can help relieve the pain and the worst aspects of poverty—the American poor live much better than their counterparts in many parts of the world—but greater dependency works against upward mobility.90


      The devolution of society under a slow-growth regime—or growth that benefits essentially the most well-placed and affluent citizens—suggests a further intensification of class divides. Unless broadly based economic growth is restored, large parts of an emergent middle class—including immigrants and minorities—are in danger of turning into something of a permanent class of low-wage proletarians, with some falling into the lumpenproletariat or underclass. If so, it would spell the end of what has been the American dream, ushering in a new era of vast inequality utterly at odds with the nation’s historic role as a society driven by aspiration.

    

  


  
    
      CHAPTER FIVE


      Geography of Inequality


      
        

      


      FROM EARLY ON in the settlement of North America, class relations have been defined in large part by the generosity of its geography. This was particularly different from the more constrained land areas in Europe. The French geographer Paul Vidal de la Blache,1 visiting the United States in 1912 and 1913, observed how rapidly American cities were expanding outward, and tending away from a mono-centric to a multi-centric pattern of employment as well. “Swarming all around, indefinitely expanding its urban districts, the city is a perfect expression of Americanism,” he wrote.2


      Every surge of empowerment for the middle orders and the working class has been accompanied by an expansion of occupied land area, from the earliest settlements east of the Appalachians and the Homestead Act to the great suburban boom of the 1950s. In contrast, when obstacles to the availability of land arose, class barriers also increased. Most notably in the South, this was in large part due to a preponderance of large farms, dependent heavily on European-centered export trade with the Caribbean and West Africa and the institutions of English penal transportation, European indentured servitude, debt bondage, and slavery. In the antebellum South the top one to two percent possessed more wealth than the rest of the population combined.3


      Class barriers also rose during the initial phase of American industrial development. As they huddled in cities, many new immigrants as well as migrants from the countryside ended up in denser housing owned by others, a reversal of the great American yearning for more space. “The Homestead Act failed,” concluded Henry Nash Smith, “because it was incongruent with the industrial revolution.”4 By the 1870s, city dwellers tended, then as now, not to own property; but those who did own property in larger cities were far richer than their counterparts elsewhere.5


      The City as Luxury Product


      Today we may be on the verge of yet another expansion of class barriers. This reflects market forces, but also the attempts by the Clerisy and urban developers to concentrate people and companies within the centers of core cities, an idea that gained momentum in the 1970s as part of the environmental movement’s anti-sprawl campaigns. This approach is widely cheered by commentators on both the right and the left. “The new American dream is a condo in the city,” argues Fox News commentator Kate Rogers in a very typical media statement.6


      The “back to the city” movement increasingly relies on a new model of urbanism that is less about creating opportunity for the aspirational class and more about offering what former New York Mayor Michael Bloomberg calls “a luxury product,” a place that focuses on the very wealthy.7 This approach has a simple economic formula: if you please and lure the ultra-rich, you can serve the rest of the population from their surplus. “If we can find a bunch of billionaires around the world to move here, that would be a godsend,” Bloomberg, himself a multi-billionaire, suggests. “Because that’s where the revenue comes to take care of everybody else.”8


      This approach has transformed the urban economy into what Citigroup analysts have labeled a “plutonomy”: an economy and society driven largely by the investment behavior and spending of the über-rich.


      The rise of the plutonomy has been greatly enhanced by the nature of the recovery from the Great Recession, which overwhelmingly has benefited the very rich, and their stock and real estate holdings, and priced the vast majority out of the market, especially in the most desirable cities. It has particularly benefited those with inherited wealth, as the returns on capital have surpassed those of labor.9


      The growth of the foreign oligarchy has further contributed to this process. Fifty percent of buyers in some urban areas are foreigners seeking pieds-à-terre in what is increasingly an exclusive global club. This concentration of wealth begins to change everything in the political realm as well. In New York, as Fred Siegel, among others, has noted, the finances of the country’s largest municipality are now “entirely at the mercy” of a few thousand very rich taxpayers.10


      This process marks an enormous transformation of the function of urban communities. Since the late Enlightenment, great cities, often built around markets, were typically places not only for the rich and their servants but also for the aspirational middle and lower classes. A great city, wrote René Descartes in the seventeenth century, represented “an inventory of the possible,”11 a place where people could create their own futures and lift up their families. In early nineteenth-century New York, artisans and small shopkeepers provided the “reservoir of people” who rose to the landowning class and could afford spacious places to live.12 The ability to rise in cities from North America and Europe to Asia—through what historian Peter Hall calls “this unique creativity of great cities”13—stands as one of the great social achievements of modern times.


      But increasingly, in this era of Oligarchs, certain cities are not so much centers for upward mobility as preferred locales for the successful, talented, and wealthy. The strangely popular thesis that the luxury city is a desirable outcome has been defined by author Aaron Ehrenhalt as the “Great Inversion,”14 a return to nineteenth-century urbanism, where the rich cluster in the center and the hoi polloi serve them from the dull, dreary periphery.15


      Indeed, some metropolitan areas—particularly larger ones—at least partially fit this description, becoming in the process increasingly bifurcated between a wealthy elite and a lower class. These are places like San Francisco, New York, and Chicago, which receive much of the attention of the media. At the same time many others, like Detroit and St. Louis have continued to shrink even as increasingly self-sufficient suburbs thrive. Still others—Raleigh, NC, Columbus, OH, Houston—thrive as opportunity cities, with generally lower density and relatively affordable areas.


      Not surprisingly the luxury cities—as well as the upscale retirement centers in Florida—tend to boast the areas with the highest concentrations of inherited and other rentier wealth in the nation. According to an analysis of Census data by Mark Schill of Praxis Strategy Group, New York County, Manhattan, was one of the leaders among nation’s core cities in asset-based wealth while the Bronx, just across the Harlem River, ranked at the absolute bottom.16 This inherited wealth is increasingly diffused among multiple cities as members of the expanding ranks of the ultra-rich purchase apartments in numerous locations.17


      Increasingly, New York, San Francisco, London, Paris, and other cities where the cost of living has skyrocketed are no longer places where one goes to be someone; they are where one lives when already successful or living on inherited largesse. They increasingly constitute, as journalist Simon Kuper puts it, “the vast gated communities where the one percent reproduces itself.”18


      The Changing Economy of Cities


      Compared to the early capitalist cities of the early nineteenth century, or the industrial city or the postwar mass-market cities, the primary sectors now driving key urban areas—high technology, media, and financial services—are far less reliant on the mass mobilization of labor, both skilled and unskilled.19 At the same time, formerly higher-wage blue- and white-collar employment has shifted to the suburbs or smaller cities.20


      In the wake of the middle-class exodus, many urban areas now have a two-tier salary structure: the high-wage sector at the top and the generally low-wage service sector. The great winnowing of the less affluent caused by ultra-high prices and the proliferating use of unpaid interns has even affected the creative class itself. Musician Patti Smith laments, “New York has closed itself off to the young and the struggling. New York City has been taken away from you.”21


      But it’s not just artists who are affected; even professionals like airline pilots generally avoid postings in New York (only Detroit does worse in this respect) due to the high cost of living. New York’s middle class has been in decline for decades, and as early as 1989 its economy was declared to be “hollow in the middle.”22


      The most profound level of inequality and bifurcated class structure is found in the densest and most influential urban environment in North America—Manhattan. In 1980, Manhattan ranked seventeenth among the nation’s more than 3,000 counties in income inequality; by 2007 it ranked first, with the top fifth of all households earning 52 times that of the lowest fifth, a disparity roughly comparable to that of Namibia.23 Manhattan’s GINI index now stands higher than that of South Africa before the apartheid-ending 1994 election. If Manhattan were a country, it would rank sixth highest in income inequality in the world out of more than 130 for which the World Bank reports data.24


      Amid the upper-tier affluence, in part due to the impact of bailouts of the great financial institutions concentrated in the city, New York’s wealthiest one percent earn a third of the entire city’s personal income—almost twice the proportion for the rest of the country.25 This makes all the more understandable how, despite the city’s relatively strong recovery from both 9/11 and the recession, the strident populist campaign of Mayor Bill de Blasio was so strongly supported.26


      The same patterns can be seen, albeit to a lesser extent, in other major cities, notes a recent analysis of 2010 Census data by the Brookings Institution. In many of these core cities, notes Brookings, the percentage of middle-income families has been in a precipitous decline for the last thirty years.27 Using more recent data, University of Washington demographer Richard Morrill has demonstrated that the highest levels of inequality tend to be in larger metropolitan areas such as New York, Los Angeles, Houston, and Miami.28


      The role of costs is critical here. A 2014 Brookings study found that big cities—with the exception of Atlanta—that suffer high costs also have the most pronounced inequality: San Francisco, Miami, Boston, Washington, DC, New York, Oakland, Chicago, and Los Angeles. The lowest degree of inequality was generally found in smaller, less expensive cities like Fort Worth, TX, Oklahoma City, Raleigh, NC, and Mesa, AZ. Nor does the wide income gap in signature luxury cities reflect a rising tide for all, even less so at the bottom. Income inequality has risen most rapidly in the very symbol of luxury progressivism, San Francisco, where the wages of the poorest 20 percent of all households have actually declined amid the dot-com billions.29


      The Persistence of Poverty


      Manuel Castells, writing as early as the 1980s, believed that an “informational city” would generate nodes of prosperity that increasingly communicated with themselves while shunning the rest of the metropolitan areas.30 Most of the metropolitan population, historically a key source of customers and workers for major businesses, would have a “decreased relevance” for the more elite nodes. In such a society, the benefits of “post-industrialism” would, unlike in prior periods of growth, concentrate in selected metropolitan areas as opposed to throughout the country as a whole.31


      This may be one reason why the much celebrated urban renaissance has done little to reduce poverty. In many of the most celebrated new urbanist cities, middle- and working-class employment has faded, leaving the Yeomanry and the poor struggling to make ends meet, even in the most successful, but high-cost, urban regions. Indeed, when average urban incomes are adjusted for the higher rent and costs, the middle classes in metropolitan areas such as New York, Los Angeles, Portland, Miami, and San Francisco have among the lowest real earnings of any metropolitan area.32


      Core cities have also not been too kind to the working-class minorities and immigrants who historically migrate to the metropolitan area in search of economic opportunity. Advocates of the creative class, including Richard Florida, worship mightily at the altar of ethnic diversity.33 Yet as the Urban League points out, the very cities most praised as exemplars of urban revival—San Francisco, Chicago, and Minneapolis—also suffer the largest gaps between black and white incomes.34


      Indeed, in some of the most heralded “creative class” cities, both struggling ethnic newcomers and African Americans not only are economically marginalized but are becoming a smaller percentage of the population as costs have risen and good job opportunities have shrunk. Cities such as New York, Chicago, Philadelphia, and Boston, notes a 2013 Urban Institute study, are generally also the places where African American and Latino incomes most lag those of whites. Notwithstanding the rhetoric, much of the “hip and cool” world increasingly consists of monotonic “white cities” with relatively low, and falling, minority populations.35 San Francisco, Portland, and Seattle, for instance, achingly political correct in theory, are actually becoming whiter and less ethnically diverse as the rest of the country diversifies.36


      In larger cities like New York, Chicago, and Los Angeles, where the minority population remains large, this separation between rich and poor, minority and white, can be seen geographically. In the Bronx, New York’s most heavily Latino county, roughly one in three households lives in poverty, the highest rate of any large urban county in the nation.37 Even in nouveau hipster and increasingly expensive Brooklyn, nearly a quarter of residents—mainly African American and Latino—are below the poverty line. While the wealthy gentry shop at artisanal cheese shops and frequent trendy restaurants, one in four Brooklynites receives food stamps. New York has, in fact, experienced the biggest rise in the numbers of homeless in the nation, and the number of children sleeping in shelters rose steadily even as the elite economy “boomed.”38


      New York, of course, has unique assets that continue to attract the very rich, as well as the young and ambitious. Conditions in other core cities with less assets are often even worse. Indeed, the average poverty rate in the historical core municipalities in the 52 largest U.S. metro areas was 24.1 percent, more than double the 11.7 percent rate in suburban areas—despite a considerable urban turnaround in this period. To be sure, the heavy urban core population losses of the 1960s through the 1980s are generally no longer occurring. Yet, between 2000 and 2010, more than 80 percent of the new population in America’s urban core communities lived below the poverty line, compared with one-third of the new population in suburban areas. The majority of poor people, like the largest chunk of the overall metropolitan population, live in the suburbs, but on a percentage basis the concentration of poverty remains far greater in the central cities.39


      Uncool Cities


      These statistics undermine the optimistic spin on urban renaissance, as the rise of the creative-class strategy has proven ineffective in reversing urban poverty. University of British Columbia’s Jamie Peck has described the current fashion of focusing on hipsters and the affluent as a “biscotti and circuses” approach that exacerbates poverty and inequality in urban centers.40 “To put it in political speak,” notes urban thinker Aaron Renn, “the creative class doesn’t have much in the way of coattails.” The new urbanism is a new, and equally ineffective, form of “trickle-down economics.” Even Florida, the guru of the “creative class,” admits that the benefits of the urban strategies he advocates “flow disproportionately to more highly-skilled knowledge, professional, and creative workers.” Yet many cities, including some unlikely cultural centers such as Detroit or Cleveland, have adopted the idea that sponsoring artists and “hip” urbanism are the keys to civic success.41


      It seems clear that the current recipe for urban growth is destined to preserve and expand inequality, largely ignoring the needs of the lower and working classes. The most fundamental problem is the limited scope of the largely childless, well-educated, and young urbanistas who are now the targets of city developers. The vast majority of all people, and particularly those in their twenties and thirties, do not live in urban core districts.42 Often as little as one or two percent of a city’s population lives in the densest urban core, but these urbanites receive outsized attention from governments as well as the media, often with the support of urban developers.43


      Worse still, the number of cities that can reasonably join the ranks of the “hip and cool” cities is extremely limited. Former Michigan governor Jennifer Granholm famously proclaimed that the key to turning around Rust Belt cities like Detroit lay in becoming “cool” by cultivating the “creative class” and subsidizing the arts. Detroit and other Michigan urban areas failed to grow, notwithstanding the hype. “You can put mag wheels on a Gremlin,” commented one long-time Michigan observer, “but that doesn’t make it a Mustang.”44


      Mindful of these lessons, Cleveland-based urban analyst Richey Piiparinen now suggests that many cities simply don’t appeal primarily to trendy hipsters, most of whom have the financial wherewithal to live somewhere cooler. As the American Prospect noted, many down-at-the-heels burgs like Cleveland, Toledo, Hartford, Rochester, and Elmira, NY, have tried to reinvent themselves as hipster-oriented, but they have largely failed to do so.45


      Piiparinen, however, believes that most urban communities would do better to focus on affordability, improving the existing housing stock, and building from their remaining industrial resources. In places like Cleveland, cultivating their essentially Rust Belt roots makes far more sense rather trying to compete with cities like San Francisco. Most urban dwellers need high-wage middle-skill jobs, better infrastructure, and education.46 For them, the “cool cities” approach tends to have very uncool results, at least for the modestly educated and much of the middle class.


      California Latifundia


      The pathologies of the luxury urban economy are most apparent in California, which now epitomizes the evolving geography of inequality, just as in the past it served as an exemplar for middle-class aspiration. The Golden State is now home to 111 billionaires, by far the most of any state. In total, California billionaires personally hold assets worth $485 billion, more than the entire GDP of all but 24 countries in the world.47


      At the same time, California also suffers the highest poverty rate in the country (adjusted for housing costs)—above 23 percent—and a leviathan welfare state. With roughly 12 percent of the population, California now accounts for roughly one-third of the nation’s welfare recipients. This burgeoning underclass exacerbates the demand for public services, deprives the state of potential taxpayers, and puts enormous pressure on the private-sector middle class to come up with revenue.48


      The contemporary social trajectory of the Golden State can be best described as “back to the future” in its regressive character. In the nineteenth and early twentieth century, as Carey McWilliams noted, “unpleasant realities,” including a highly feudalistic rural society controlled by Anglos that largely replicated the pattern of land-grant feudalism generated by the Spanish conquest.49


      This contrasts with the period, starting with the New Deal, where government spending—water projects, military bases, aircraft manufacture, shipbuilding, freeways—helped underpin rapid growth. Postwar California then experienced a period of largely unparalleled upward mobility, as a vast, middle-class, and largely suburban culture of small homesteads grew throughout the state. Despite massive in-migration from other states, California enjoyed a remarkably diverse economy that maintained relatively low rates of unemployment well into the late 1980s.50


      Today, due in part to globalization and shifts in technology, but also related to no-growth policies favored by the planning Clerisy and their developer allies, opportunities for the state’s minority and working-class population have been largely depressed. Increasing numbers of Californians, particularly Latinos, are downwardly mobile and doing worse than their parents; native born Latinos actually have shorter lifespans than their parents, according to one recent report.51


      Unemployment in many of the state’s largest counties—Sacramento, Los Angeles, Riverside, San Bernardino, Fresno, and Oakland—remains above the national average. By the end of 2013, California was home to eleven of the twenty largest U.S. counties with the highest rates of unemployment. The vast expanse of economic decline in the midst of unprecedented, but very narrow, urban luxury has been characterized as “liberal apartheid.” The well-heeled, largely white and Asian coastal denizens live in an economically inaccessible bubble insulated from the largely poor, working-class, heavily Latino communities in the eastern interior of the state.52


      Public policies have helped reduce working- and middle-class opportunity by discouraging industrial, logistics industry, or construction growth—all linchpins of the state’s once flourishing blue-collar economy. The state’s “green energy” initiatives, supported by most tech and many financial Oligarchs, have raised electricity rates well above the national average, making it difficult for firms in traditional fields like manufacturing, fossil fuels, agriculture, or logistics.53 Similarly, “green” policies designed to preserve or encourage certain fish species have worked to reduce agricultural production, causing further distress in many interior and rural areas. Calls for increased water storage for the inevitable dry years have been muted, due in part to a belief that the state’s droughts, long a feature of its geologic history, are in fact the inevitable result of relentless climate change.54


      At the same time many of the traditional means by which Californians ascended economically have deteriorated. Some may blame funding, teachers’ unions, or demographics, but the state’s basic education system has been deteriorating for decades. California was ranked 48th in high school attainment in 2009. In 2000 it was ranked 40th. In 1990 it was tied with Illinois for 36th place.55


      Young Californians, notes one study, are now less likely to graduate from college than their parents. “At present,” long-time California economist Bill Watkins observes, “California completely fails its lower-class population. It begins with an educational system that many don’t complete, while most of those who do [graduate] are often unprepared to participate in a twenty-first century economy. It ends up with a lack of opportunity and upward mobility.”56


      At the same time, the state’s middle class continues to decline. Since 1999, according to research at the California Lutheran University forecast project, the state has seen a far more dramatic drop in households earning between $35,000 and $75,000 than the national average. As late as the 1980s, the Golden State was about as egalitarian as the rest of the country and roughly sixty percent of its population was middle class. But now, for the first time in decades, the middle class is a minority.57


      One key to these discouraging trends is reduced access to landownership, in part a result of draconian regulations58 that push home prices well above what all but the wealthy, or those who have inherited wealth, can afford.59 These regulations make very difficult any new single-family house construction, which has the effect of pushing the remaining stock of single-family houses ever more out of reach.60 Many Californians live as modern-day land serfs, renting and paying someone else’s mortgage; if they seek to start a family, they increasingly look to settle elsewhere. Ironically they turn to locations like Oklahoma and Texas,61 places that historically sent eager migrants to the Golden State, whose appeal was not just economic opportunity but the mild climate and spectacular scenery.


      The high prices hit all across the spectrum, from the poor to the relatively affluent. In 2012, four California housing markets—San Jose, San Francisco, San Diego, and Los Angeles—ranked as the most unaffordable metropolitan areas relative to income in the nation. According to the Center for Housing Policy, 39 percent of working households in the Los Angeles metropolitan area spend more than half of their income on housing, as do 35 percent in the San Francisco metro area—a higher proportion than the 31 percent level in the New York area and well above the national rate of 24 percent.62


      A recent study done for National Core, a low-income housing company, by demographer Wendell Cox found that even skilled workers, such as an Orange County biomedical engineer earning well above $100,000 a year, could not afford to buy a home there. California’s hold on aspirational families, previously fueled by the dream of homeownership, is rapidly fading for all but the most affluent, even those whose incomes would be more than sufficient in other regions.


      The Real Geography of Opportunity


      Cities in what Fernand Braudel described as “the core of a world-economy” have always had higher costs, and sometimes they have suffered in competition with other, less expensive locales.63 But for most of the country’s population, the best hope for upward mobility and a better life does not lie in ultra-pricey, dense, crowded, and often highly praised urban areas, or, for that matter, in pricey faux-dense developments in smaller towns.


      In the coming decades, the bulk of the nation’s economic and demographic growth likely will to continue to occur where the cost of housing is more reasonable and regulatory restrictions and taxes fall less heavily on the working- and middle-class economy. While much the media has been infatuated with Wall Street and Google, the geography of opportunity over the past decade has largely favored often derided locations like Texas, the South, and parts of the Great Plains.64


      Ever since the Great Recession ripped through the growth-driven economies of the Sunbelt, America’s urban-focused pundit class has been giddily predicting the entire region’s demise.65 Some have even resorted to the claim that due to climate change, people will flock north and away from “the once great Sunbelt of America.” Strangled by high energy prices, cooked by global warming, rejected by a new generation of urban-centric millennials, the vast southern region is, in the words of the Atlantic, where the “American dream” is now “dead.”66


      Yet over the past thirty years, virtually all of the fastest-growing American metropolitan areas were located in the Intermountain West or the South. This is not primarily due to a newfound desire for life in Tombstone or Mayberry, although many small towns in these regions are doing well, but is rather the result of an alternative form of urban development. In 2012, nine of the ten fastest-growing large metropolitan areas in America were in the Sunbelt, including the biggest Texas cities—Austin, Houston, Dallas–Fort Worth, San Antonio—as well as Denver, Orlando, Raleigh, Phoenix, and Charlotte.67 In 2013, Houston alone had more housing starts than the entire state of California.68


      The Sunbelt’s continuing expansion is being generated in large part by middle-class movement away from the coastal states infatuated with the luxury city idea and toward other urban areas that offer a much better chance of owning a home and far more economic opportunity. Immigrants—traditionally seekers of upward mobility—are flocking to lower-cost metropolitan areas such as Houston, which saw the second largest growth in foreign born after New York. Once largely immigrant-free, locales such Charlotte and Nashville saw their foreign-born populations double as immigrants increasingly beat a path to these and other Sunbelt cities. This has occurred despite the fact that these locations may offer a less extensive safety net than more established immigrant hubs.69


      Death to the Suburbs


      The shift to the Sunbelt parallels a longer-standing movement among the aspiring middle and working classes to the suburban periphery, including those regions in the periphery of older, more central cities.70 Robert Bruegmann has pointed out that the urban wealthy have always had the option of choosing a large city apartment, as opposed to a crowded one in a less appealing area, as was the usual fate for the working and even middle classes. They also had the option of settling in very low-density exclusive suburbs; in addition to their in-town residences, they often purchased country houses that could provide them with a break from the urban pressures.


      In contrast, Bruegmann argues, suburbia offered the “surest way” for the broader portions of the population “to obtain some of the privacy, mobility and choice that once were available only to the wealthiest and most powerful members of society.”71 It was also in the suburbs that many long-term urban renters could at last buy their own residence.72


      Occasionally attacked, with some justification, for restrictions against minorities, suburbs in recent decades have become bastions of relative economic equality. American Community Survey data for 2012 indicates that the suburban areas have considerably less household income inequality than the core cities. Among the 51 metropolitan areas with a population of more than 1 million, suburban areas were less unequal (measured by the GINI Coefficient) than the core cities in 46 cases.


      Despite its egalitarian promise, the suburbs traditionally have been disdained by large parts of the academic, media, and policy communities. The American intelligentsia, notes historian Michael Lind, has been “all but united in its snobbish disdain for America’s working-class and middle-class suburbs.” They included, Lind suggests, the children of the affluent, who “could afford to live and play” in what he calls “the expensive bohemias in New York, San Francisco, and other big cities.”73


      As early as 1921, Lewis Mumford described the emerging “dissolute landscape” as “a no-man’s land which was neither town nor country.” Decades later urban author Robert Caro described the new rows of small houses at the edge of New York as “blossoming hideously,” as families fled venerable, but dirty and crowded, parts of Brooklyn and Manhattan for more spacious tree-lined streets further east, west, south, and north.74


      These early critics saw suburbs as often largely homogenous and spiritually stultifying. Jane Jacobs, who famously detested suburban Los Angeles, also considered the bedroom communities of Queens and Staten Island “the Great Blight of Dullness.”75 The 1960s social critic William Whyte denounced suburbia as hopelessly conformist and stultifying. Like many of today’s density advocates, he predicted in Fortune that people would tire of such dull places and move back toward the city core.76 Of course, there were always those who did indeed return to the urban center, but most, as the Census trends show, did not.


      Part of this intellectual disdain arises from a neo-feudal belief that mass landownership destroyed environmental attributes that only the refined and wealthy could appreciate. It was easy enough to decry many of the early suburbs, built by mass production and lacking much in the way of aesthetic or environmental values. As early as 1948, William Vogt believed that “excessive breeding” and the resulting “abuse of the land”—both widely identified with early suburbia—were the primary threats to the planet’s future.77 Many environmentalists, of course, argue that suburbs will be undermined by the higher energy prices that their commuting patterns generate. Just in case, though, other environmental activists like Vice President Al Gore have long been ready to directly “control” suburban sprawl.78


      “The American way of life—which is now virtually synonymous with suburbia—can only run on reliable supplies of cheap oil and gas,” thundered James Howard Kunstler in his 2005 jeremiad The Long Emergency. “Even mild to moderate deviations in either price or supply will crush our economy and make the logistics of daily life impossible.”79 Small wonder that he and other environmentalists view suburbs as “the greatest misallocation of resources in the history of the world,” one that, fortunately, “has now entered a state of terminal decline.”80


      In what resembles a kind of religious certainty, much of the Clerisy, particularly among architects and planners, has divined a direct relationship between climate change and U.S. housing patterns. “What is causing global warming is the lifestyle of the American middle class,” says new urbanist architect Andrés Duany, a major developer of dense housing himself.81 Densification, claims influential architect Peter Calthorpe, is no less than “a climate change antibiotic.”82 Yet these statements ignore the fact that American carbon emissions are falling and that much of the world’s increase is occurring in densely packed places like India and China.83 To be sure, we should work to control emissions here in the United States. But the real driver of increased emissions is now in the developing world and may not require the kind of radical remaking of metropolitan life being demanded throughout much of the Clerisy.84


      In reality, densification and related strategies have been found to provide little in greenhouse gas emissions reduction, while the costs are exorbitant. The most effective approaches involve not reshaping lifestyles but incorporating new technologies. For example, the Environmental Protection Agency indicates that its fuel economy standards will reduce greenhouse gas emissions at a minus cost of $200 to $300 per ton.85 This compares to costs of $1,000 or more for densification strategies and a current market price for carbon offsets of under $15.86 A McKinsey and Company study concluded that sufficient greenhouse gas emissions reductions can be achieved with shifts in technology, such as greater use of natural gas or better mileage cars, that require “no change in thermostat settings or appliance use, no downsizing of vehicles, home or commercial space and traveling the same mileage” and no “shift to denser urban housing.”87


      And if the looming climate apocalypse was not reason enough, others contend that suburban life and homeownership are doomed by demographic factors. For example, Chris Leinberger at Brookings argues as follows: As people age, and as the percentage of traditional family households drop in the nation as a whole, demand for single-family houses—largely stimulated by young families with children—will also drop. The replacement generation, the millennials, won’t have much use for large-lot homes on the leafy cul-de-sacs that their parents once occupied. Exurbia, he predicts, will largely be populated by poor families crowding into dilapidated, bargain-priced former McMansions in the new “suburban wastelands” that demographic forces will create. Suburbs, not inner cities, will be the new epicenter of inequality, even though the percentage of poor people, as shown above, has remained far higher in the urban core.88


      The Coming Conflict over Land Use


      Real-world behavior, however, is overwhelmingly inconsistent with such fervently held expectations of the coming wave of density. Single-family homes are still preferred, notes a survey by Smart Growth America, by 80 percent of all households over denser, multi-family living spaces, or even townhomes. Numerous surveys, including from Pew and the University of California at Irvine, have consistently found that suburbanites are much more satisfied with their communities than their urbanized counterparts, even those living in small towns. Suburbs have much lower poverty rates and a greater degree of income equality than urban communities, notes demographer Richard Morrill.89


      Indeed, the decennial Census further shows something contrary to the beliefs of the Clerisy. Rather than flock to the cities, Americans are still decisively moving away from dense urban areas, no mater how luxurious, and toward the suburban periphery. Today, barely six percent of all Americans live in locations with densities of over 10,000 people per square mile. Between 2000 and 2010 the fastest growing central cities in the country—including Raleigh, Charlotte, and Austin—were markedly less dense than New York or San Francisco.


      Overall, domestic migrants are moving away from metropolitan areas with denser urbanization—such as New York, Los Angeles, Boston, San Francisco, and Chicago—to less dense ones. Between 2000 and 2009, a net 1.9 million people left metropolitan New York, 1.3 million left Los Angeles, 340,000 left the San Francisco area, and 230,000 left San Jose and Boston. In contrast, the largest net in-migration over the past decade, and again since 2010, has occurred in the generally “sprawling” locations much despised by the Clerisy, such as Houston, Dallas, Fort Worth, Tampa–St. Petersburg, Atlanta, and Nashville.


      By waging war on suburbia, the Clerisy, particularly the planning profession, academia, and much of the media, is intrinsically lobbying against the unequivocal interests and preferences of the middle class. “On the surface,” notes New Mexico journalist Jeffry Gardner, “the smart-growth advocates appear to be focused on evil developers. But their true targets are the lower to middle income families who don’t want to live á la Soho.”90


      Steps to make suburban areas more energy efficient—through such measures as developing amenities close to housing, dispersing work to the periphery, promoting home-based businesses, and planting trees—are necessary and important. But the real challenge will be to find ways to achieve those environmental goals without undermining middle-class aspirations, both in the more urbanized and, as we shall soon see, in rural areas as well.


      The Forgotten Country


      The Clerisy’s war on suburbia resonates with themes that go back to the earliest periods of our history. Opposition to an expansive frontier by those in the centers of power and influence has been a recurring theme in American history, dating back to the country’s origins, as Frederick Jackson Turner noted. They start with the early attempts of the British imperial authorities, and later those of the tidewater South and the mercantilist Northeast, to constrain the movement west. These efforts failed in earlier periods, including pre-revolutionary efforts of America’s British overlords. As Edmund Burke observed, largely because of the continental scale of the United States: “If you drive the people from one place,” they will simply move themselves to another.91


      Today this attempt to hem people in, and restrict opportunity, extends into the countryside as well. This is particularly true in states such as New York, California, and Oregon, where the gentry and Clerisy dominate culture and politics. In these states, policies that disfavor energy, agriculture, and manufacturing might cripple urban opportunity, but they also destroy rural economies facing competition from other similarly situated, but lower-cost, regions of the country and the world.


      Contemporary rural decline and impoverishment can even be seen in states such as Oregon, where the influence of relatively small luxury urban communities, centered on Portland, has produced economic conditions that one top state official says are now “dire” and may be close to irreversible.92 Unemployment and underemployment in many rural Oregon counties reach well into the double digits. People in the interior regions of the state, much like their counterparts in California, complain that Portland’s strict control over such things as energy and land use makes economic development all but impossible, even where these resources are far more plentiful.93


      Another example of this dichotomy, perhaps best described as the dilemma of being a “red state” economy in a “blue state,” can be seen in upstate New York, where by virtually all the measurements of upward mobility—job growth, median income, income growth—the region ranks below long-impoverished southern Appalachia. Yet when the opportunity to open natural gas drilling seemed to provide a wholly unanticipated way out of poverty for economically depressed southwestern New York State as well neighboring northern Pennsylvania, it was rejected by New York’s powerful gentry and green constituencies, who increasingly favor an accelerated, but very expensive, shift to renewable energy.94


      Few dispute, at least outside those with an interest in exploiting these resources, that natural gas drilling should be safely regulated, due largely to potential impacts on water quality. But intelligent compromises can be delivered, as has been attempted in Colorado under the tutelage of Democratic Governor John Hickenlooper, working with both environmental and energy interests.95


      But in other states, such as New York, which lacks Colorado’s long history of energy development, the conflict over this new industry reflects not so much a battle over policy as a conflict between classes and differing geographies. Much of the opposition to shale gas, notes urban historian Fred Siegel, comes from wealthy core city residents—including celebrities such as Yoko Ono—and from the pockets of the Clerisy, notably in the local universities, who religiously oppose modern gas extraction, or fracking, even in a region that has been in chronic economic decline. Those supporting development include local businesspeople and landowners, who have no real share of the urban elite economy.


      The anti-gas movement, in fact, increasingly resembles the social class structure of the anti-industrial Tory ethos of mid-nineteenth-century England. Adelaide Gomer, the Duncan Hines heiress who directs the Park Foundation of Ithaca and finances much of the local anti-gas and fracking movement, bases her opposition on the belief that energy development would ruin “the ambience, the beauty of the region.”


      But whereas British Tories also felt they had a paternal obligation to look after the well-being of the peasants they governed, today’s liberal gentry express few common concerns. The fact that parts of rural Pennsylvania have seen a significant rise in per capita income between 2007 and 2011—providing jobs for truckers, riggers, engineers, welders, pipefitters, and all the auxiliary workers needed to support the drillers—means very little to those who want to preserve the land near their upstate estates as a private playground while making their living in the core city that few others can afford.96 As Dick Downey of Otego, NY, a former history teacher and a supporter of fracking, notes, “the class divide in the argument over drilling in New York is the elephant in the living room. Everyone’s aware of it, but no one is talking about it.”97


      The New Enclosures


      Ultimately the new planning regime—with its abhorrence of both mass suburbia and rural development—has adopted policies that in many ways resemble the period of land consolidation in Britain during the period of the enclosure acts. As in Britain at that time, the masses are expected to move into crowded core cities, where only the wealthy can afford to own property or enjoy sufficient space.


      Some critics of suburbanization openly embrace a return to the early, but highly disruptive and exploitative, model of urban development. Planners such as Britain’s Richard Rogers speak directly to the ideal of “medieval” cities and towns. He holds up the ideal of a permanent, configured community with planned, understood boundaries and rigid regulations. Such a conception could not be more foreign to the ever changing nature of cities.


      This archaic, backward-looking vision has little room for the development of suburbs. Rogers regards its often ungainly structures and lack of aesthetic character as having “no community.” Rogers also views suburban communities as aesthetically unpleasant and socially destructive. “Do you really want to be living in the suburbs with five cats, four dogs, a cabbage patch and five rooms?” he blithely asks,98 apparently oblivious to the fact that most Britons, like most Americans, in fact prefer suburban living to the kind of urban cramming their betters insist they accept.


      As in Victorian England, support for policies that limit options for the middle class often comes from above. Al Gore, trustifarians like Prince Charles, and their patrician allies (e.g., Richard Branson) do not “live small” even as they urge the Yeomanry to do so, forcing them either into dense cities or, at best, crowded neo-medieval villages like the Prince’s beloved Poundbury.99 Blissfully unaware of the hypocrisy, many leading advocates for forced densification themselves consume land and resources at levels far above those of the lower orders for whom they desire to reduce their consumption and access to land. Al Gore’s gargantuan carbon imprint is just one example. An examination of where high-profile “smart growth” advocates in Los Angeles live, for example, found that almost all lived in large houses, on suburban- or even exurban-sized lots, a few even in gated communities, and none were located anywhere near the public transit lines they want everyone else to use.100


      Cramming for Profit


      The future that is being planned and designed suggests a radical return to ways of life that were once thought of as belonging to a different time. If the Clerisy does not exactly envisage a return to the tenements that housed Depression-era families, the much smaller, less communal arrangements they advocate come close enough to this long-forgotten, and hardly desirable past. For the hip and cool young urban crowd, the new rage among planners is “micro-units”—modern tenements, as one observer noted, of 200 to 300 square feet. These are either being built or planned in such cities as Seattle, New York, San Francisco, Santa Monica, and Portland.101


      Such units have appeal to developers for whom cramming, especially with an urban subsidy in hand, may be particularly profitable. Yet a considerable amount of research shows that life in ultra-small apartments has a depressing effect on people. “Sure, these micro-apartments may be fantastic for young professionals in their 20s,” notes Dak Kopec, director of Design for Human Health at Boston Architectural College. “But they definitely can be unhealthy for older people, say in their 30s and 40s, who face different stress factors that can make tight living conditions a problem.”102


      According to Kopec, the space-saving trend of tiny apartments can lead to increased claustrophobia, domestic abuse, and alcoholism. The shift to ever denser living also reduces birthrates and family formation. Families do not make up the prime market for dense housing; married couples with children constitute barely 10 percent of apartment residents, less than half the percentage for the population overall.103


      Such “anti-sprawl” policies ultimately seek to feudalize even the suburban landscape. If new suburban single-family living options are not developed, the cost of houses everywhere becomes ever more expensive. Desirable and wealthy areas like Silicon Valley, particularly in locations like Atherton, are now among the most expensive zip codes in the country. But even in the more modest traditionally middle-income areas, small houses routinely approach the one million dollar level, not only in San Francisco but in entire suburban counties such as San Mateo and Marin.104


      Is Density the Key to Growth and Upward Mobility?


      Our perceptions of density are often distorted by the nature of media coverage, which tends to focus heavily, even obsessively, on the central core. To be sure, many downtown areas have experienced recent growth, often rapid, which seems all the more remarkable in part because these areas performed so poorly in the past. The urban core, however, accounted for less than one percent of the 27 million population increase between 2000 and 2010 in the United States as a whole. In reality, almost all of the country’s net population growth took place in counties with under 2,500 persons per square mile, rather than in Manhattan or downtown San Francisco, where densities are far higher. The total population increase in counties with under 500 people per square mile was more than 30 times that of the increase in counties with densities of 10,000 and greater.105


      Much of the current justification for density lies with the notion that packing people together makes for a more productive and “creative” economy, as well as a better environment for upward mobility.106 A 2013 Harvard study widely cited as supportive of this notion, actually found the highest rates of upward mobility not in the largest metropolitan areas, like New York or Los Angeles, but in lower-density areas such as Salt Lake City and the small cities of the Great Plains, such as Bismarck, Yankton, SD, and Pecos.107


      Rather than an ode to bigness, notes demographer Wendell Cox, the study found that commuting zones (similar to metropolitan areas) with average populations of less than 100,000 have the highest average upward income mobility.108 This reinforces the findings of the University of Washington’s Richard Morrill, who found the least inequality in highly dispersed, largely smaller communities in the Intermountain West, the northern Great Lakes, and parts of rural New England.109 And we shouldn’t forget the success story of the oil town Bakersfield, CA, a metropolitan area with high levels of upward mobility in the Harvard study. Columbia University urban planning professor David King wryly labeled California city “a poster child for sprawl.”110


      These findings contrast with the common assertion that density leads to innovation and upward mobility. Urban boosters like Bruce Katz at Brookings, for example, contend that technological innovation will now be focused in the urban core—say, San Francisco—as opposed to the largely suburban Silicon Valley that gave birth to the computer and Internet age. Yet the vast majority of the tech jobs in the region, and most major corporate headquarters, remain far from the city. As urban analyst Jim Russell notes, it is other factors—migration, openness to outsiders, friendliness to entrepreneurs—that make the difference far more than simply density.


      Some of the most respected urban research also has been mischaracterized to suggest an association between higher densities and greater metropolitan productivity. Yet one such mischaracterized study, by the prestigious Santa Fe Institute, specifically indicated that it found no such association.111 Indeed, over the past half century it has been largely suburban areas—notably Boston’s Route 128, various job centers of Los Angeles, and most of all Silicon Valley—that have driven much of the country’s innovation, and in the past much of its job growth.


      Even today Silicon Valley remains very much a suburban area. It hardly adheres to the idea that high-density urban areas are the ultimate founts of creativity and economic progress. Transit carries a one-quarter smaller share of commuters in Santa Clara County than the national average for urban areas, while more than two-thirds of households live in single-family houses. Much the same can be said, to some degree, about other burgeoning tech hubs, such as Raleigh, Austin, or Orange County, CA.


      Places for People


      The group with the most at stake in this shift toward neo-feudalism is the new generation, and those who follow them. Much of contemporary urban theory rests on the idea that weakening family connections, less marriage, and lower birthrates will decrease the appetite for lower-density housing.


      Indeed, the places that most attract the “creative class” are also the ones with the fewest families and children, led by San Francisco, Seattle, Manhattan, and rapidly gentrifying Washington, DC. The very high housing and office prices, celebrated by urban real estate boosters, have made it hard not only on the poor but on middle- and even upper-middle-class families. This is not to mention how having children changes your view of the ways society should operate. It is hard to imagine being a parent in a place like San Francisco, where there are raging debates about the right of people to walk around naked in restaurants, markets, and other public places.112


      Studies of migration patterns by age show this pattern. The San Francisco area does very well among younger people, according to an analysis of government migration data, but poorly once people enter their 30s, as they begin to move either to the suburbs or to less dense, more affordable areas outside the country. By the time people enter their 30s, they move decisively to lower cost, less dense places like Nashville, Houston, Austin, San Antonio, and Oklahoma City. This migration is particularly marked among parents of young children.113


      This flight from density among families is not merely an American phenomenon. Other national census data shows far higher percentages of families with children in the suburbs of Tokyo, London, and Toronto than within inner urban areas. The ultra-dense cities of East Asia—Hong Kong, Singapore, and Seoul—have among the lowest fertility rates on the planet. Tokyo and Seoul now have fertility rates around 1 while Shanghai’s has fallen to 0.7, among the lowest of any city ever recorded, well below China’s “one child” mandate, and barely one-third the level required to replace the current population.114


      The Battle for the Future


      The notion that Americans should follow the cramming model seems certain to emerge as a source of class—and generational—conflict in contemporary America. Some have suggested that the Obama administration is conspiring to turn American cities into high-rise forests. But the coalition favoring forced densification—greens, planners, architects, developers—well predates Obama.115 The result seems, wittingly or not, to make life increasingly difficult for the middle class, particularly families, and to cut off permanently the road to upward mobility for those below the more enlightened elite.


      Sadly, there seems little interest in trying to achieve environmental goals in ways that do not so strongly interfere with aspirations. Faced with their inability to change conditions for the poor, some progressives see poverty not as something explainable by deficiencies in their programs, but as a reflection, in the words of California Governor Jerry Brown, of his state’s “incredible attractiveness and prosperity.”116


      It would be much less disruptive to people’s aspirations, and likely more effective, to reduce greenhouse gases by boosting work-at-home rates and reducing the cost of lower-emissions cars. These steps would allow for the continued expansion of traditional suburbs and preserve lower-density urban neighborhoods from Queens to the San Fernando Valley while also cutting carbon emissions.117


      But such approaches undermine the Clerisy’s drive to rein in the traditional desire for Americans to own land and spread themselves out as they wish. This could shape class dynamics, as we already see in California. Such impacts may not be their intention, but it will likely be the effect, as we see the highest levels of inequality in dense cities.


      Over the longer term, the prospect that more Americans should become renters, largely in apartments, represents nothing less than an attempt to reverse the class gains of the postwar era and return us to a more stratified society. This should be of concern to anyone who cares about the future of the nation and most especially those of the next generation, who are being asked to give up the traditional American dream and to live instead in a new, more stratified class order, as demanded by their more “enlightened,” and often far more affluent, superiors.118 It is not clear how conflict over such opportunity and freedom may be resolved.


      At a minimum, the density agenda needs to be knocked off its perch as the summum bonum of a planning policy that tends to regard density as a virtue in itself. These policies may not hurt older Americans, like me, who bought their homes decades ago, but they will weigh heavily on the already hard-pressed next generation. All this for a policy that, despite its progressive support, will make more Americans more unhappy and less well-positioned to improve their condition in life.

    

  


  
    
      CHAPTER SIX


      A Screwed Generation?


      
        

      


      PERHAPS NO SINGLE GROUP is more challenged by America’s emerging class order than the young generation. Pummeled by decreasing opportunity and high costs for everything from education to housing, the new generation has been called many things—millennials, generation Y, and, perhaps most insultingly, “echo boomers.” Yet, the best moniker for Americans under 35 may well be the “screwed generation.”


      This a long way from the triumphant tone widely applied to the rise of the millennials, born after 1983 and the largest group in American history. Some, such as generational theorist Neil Howe, who, with William Strauss, was the prime architect of generational theory, described them as “the next great generation” who could transform the country in profoundly positive ways. Indeed the future for the young has been generally cast in very optimistic tones, as President Obama suggested when he stated, “We are the ones we’ve been waiting for.”


      Yet this conceit of a new “great generation” conflicts with the bitter economic reality faced by most millennials.1 Although incomes have dropped for those under 55 over the past quarter century, the largest declines by far were for households under 34. The median net worth of people under 35, according to the U.S. Census, fell 37 percent just between 2005 and 2010; those over 65 took only a 13 percent hit.2


      Those just entering the workplace now are particularly hard-pressed. Teen unemployment currently exceeds 24 percent; in 2011 in the nation’s 100 largest metropolitan regions, it stands at roughly twice the rate in 2000.3 Americans aged 18 to 19 are unemployed at the highest percentage in three decades.4


      The harsh conditions they face are leading many of this generation not to “launch.” Large numbers moved back home with their parents during the Great Recession and its aftermath; according to the 2013 Pew Study, 56 percent of 18-to-24-year-olds live with their parent. Almost one in three young people (between ages 18 and 34) has put off getting married or having a baby because of the weak economy and wages that have been dropping even for college graduates.


      Perhaps more worrisome still, some, such as Aaron Renn, suggest that many millennials avoid work that they consider “McJobs” and may remain outside the labor force for a prolonged period. Rather than work in a fast food restaurant, many prefer simply to stay unattached to the labor force. By 2013, the labor participation rate among workers 16 to 19 had dropped to 35 percent from over 50 percent in 2000; those aged 20 to 24 saw their rate drop from 80 to 70 percent at the same time.5


      What the new generation faces, at least in the immediate future, is not greatness, or even great relevance. Indeed their biggest challenge may be avoiding downward mobility. The wealth gap today between younger and older Americans now stands as the widest on record. The median net worth of households headed by someone 65 or older is 42 percent higher than in 1984, while the median net worth for younger-age households was $3,662, down by 68 percent from a quarter-century ago. Poverty among households under 35 is nearly twice that of those over 55.6


      The Codger Economy


      The older generation, particularly the boomers, notes a recent Pew study, were “the beneficiaries of good timing” in everything from a strong economy and a long rise in house prices to pensions and relatively inexpensive educations. In contrast, quick prospects for improvement are dismal for the younger generation. This can be seen in the results as the economy began to recover from the Great Recession. By 2013, income levels had returned for older Americans over 55, but remained 30 percent lower for households under 40, many of whom are members of generation X, the group between the boomers and the millennials.7


      One key reason: many boomers are not leaving the workforce, forcing younger people to put careers on hold. Indeed, people over 55 are now the fastest-growing portion of the U.S. employed population and by 2020 will constitute 25 percent of the workforce, up from 19 percent in 2010.8


      Some of this reflects choice among older workers but also the difficulties faced by less affluent boomers in saving for retirement. Nearly half of middle-class workers said they are not confident that they will be able to save enough to retire comfortably, according to a Wells Fargo survey of 1,000 workers between the ages of 25 and 75 with household incomes between $25,000 and $100,000. As a result, 34 percent said in 2013 that they plan to work until they’re at least 80—that’s up from 25 percent in 2011. An even larger percentage, 37 percent, said they will never retire and plan to work until they either get too sick or die.9


      This trend can be seen in the shift of employment away from the young, which also reflects, to some extent, the growing numbers enrolled in higher education. Since 2008, the percentage of the workforce under 25 has dropped 13.2 percent, according to the Bureau of Labor Statistics, while that of people over 55 has risen by 7.6 percent. Among high school graduates in the classes of 2009–11, only 16 percent had full-time work, 22 percent worked part-time, with most wanting a full-time job.10 Between 2000 and 2011, notes Brookings, both unemployment and underemployment among workers 20 to 24 roughly doubled. These trends, according to the U.S. Department of Labor, will continue, particularly for workers between 20 and 24, and will likely accelerate over the next decade.11


      Overall, the young suffer stubbornly high unemployment rates—and an even higher incidence of underemployment. The unemployment rate for people between 18 and 29 is 12 percent in the United States, nearly 50 percent above the national average. That’s a far cry from the fearsome 50 percent rate seen in Spain or Greece, the 40 percent in Italy, and the over 20 percent rate in France or the United Kingdom, but still well above the 8 percent rate in Germany.12


      The screwed generation also enters adulthood loaded down by a mountain of boomer- and senior-incurred debt that spirals ever more out of control. Indeed, some like Neil Howe, suggest that the “greed, shortsightedness, and blind partisanship” of the boomers, of which he is one, has “brought the global economy to its knees” and left the millennials holding the bag.13


      Part of the problem lies with huge public debt. This constitutes a toxic legacy handed over to offspring who will have to pay it off in at least three ways: through higher taxes, less infrastructure and social spending, and, fatefully, the prospect of painfully slow growth for the foreseeable future.14


      The pattern of indebtedness extends to local and state governments as well. The huge public employee pensions now driving many states and cities toward the netherworld of bankruptcy represent an extreme case of intergenerational transfer from the young to a retired population. Providing guaranteed generous benefits to older public workers while handing the financial upper echelon an opportunity to invest and manage their pensions constitutes what Walter Russell Mead has aptly called a “Wall Street boondoggle.”15


      The implications of low birth rates and a largely disengaged younger workforce can be seen in other advanced countries. In Japan, the red ink for the next generation comes in at over $95,000 a person. One nasty solution to pay for this growing debt is to increase taxes on both workers and consumers. Both Germany and Japan, which has considered steps to double its VAT rate, have been exploring new taxes to maintain the government, much of it due to the burdens of paying off boomer pensions.16


      The Limits of Education


      For generations, education has provided the key to upward mobility, but many coming of age today face both a rising burden for education and diminishing returns. The average student, according to Forbes, already carries $12,700 in credit card and other kinds of debt. But far more worrisome is student debt, which has grown consistently over the last few decades to an average of $27,000 per student and which now totals well over a trillion dollars. This indebtedness impacts a growing proportion of the youth population; the percentage of 25-year-olds with school debt has risen from roughly 25 percent in 2004 to close to 40 percent in 2012.17


      At the core of the crisis facing the new generation lie two seemingly contradictory factors: the rising price of college and its increasingly poor returns. From the 1940s to the 1980s, tuition was relatively stable and a good investment. At a tuition cost of $750 ($7,200 current value) in the 1940s and $3,440 ($9,733 current value) in the 1980s, college was a viable option for even families of modest means. Today, four-year private colleges cost, on average, $129,700, while public in-state universities cost $38,300. The cost of college since 1978 has gone up three times faster than the rate of general inflation, and far more even than medical care. This has been worsened by lower levels of state support for public higher education, shifting more of the burden to students and their families.18


      This debt often results from the conviction that only more and increasingly expensive education can guarantee a decent living for the young. And certainly having an education remains an important determinant of future earnings.19 “Our generation decided to go to school and continue into even higher forms of education like Masters and PhD programs, thinking this will give us an edge,” notes Lizzie Guerra, a recent graduate from the University of San Francisco. “However, we found ourselves incredibly educated but drowning in piles of student loans with a job market that still isn’t hiring.”20


      Yet if education still pays a dividend, and it does, the payback for this expensive education seems increasingly limited given the costs. Over 43 percent of recent graduates now working, according to a 2012 report by the Heldrich Center for Workforce Development, labor at jobs that do not require a college education. Some 16 percent of bartenders and almost the same percentage of parking attendants, notes Ohio State Economics Professor Richard Vedder, have earned a Bachelor’s degree or higher. Others have taken jobs as nannies.21 Although a college education is clearly no requirement for such a job, the fact that so many graduates feel compelled to take them clearly reflects the dearth of high-paying jobs in the marketplace.


      Particularly hard hit are those from less prestigious schools or with majors in the humanities and fields like law, notes a recent Pew study. In 2007, over 90 percent of law school graduates found jobs and salaries were soaring; by 2011, roughly half could find a job after finishing school. Indeed, many leading law firms have either reduced staff or stopped hiring, and several have gone out of business.22


      The lack of opportunities for college graduates affects not only lawyers. Overall the incomes earned by graduates have dropped over the last decade by 11 percent for men and 7.6 percent for women. No big surprise, then, that the class of 2013 suffered the highest level of stress on record, according to an annual survey of college freshmen taken over the past quarter-century.23


      As for the returns on education, a recent Rutgers University report found that barely half of all college graduates since 2006 had full-time jobs. And it’s not getting better: those graduating since 2009 are three times more likely not to have found a full-time job than those from the classes of 2006 through 2008.24


      This relative decline in the educational dividend, although made much worse by the Great Recession, also predates it. Since 1967, notes one 2010 study, the percentage of underemployed college graduates—those working well below their level of qualifications—has soared from roughly 10 percent to over 35 percent.25


      The glut of college graduates reflects the difficulties facing a generation that, growing up in an era of relative prosperity, now finds the realities of life far more challenging than they were led to believe.26 The millennials have frequently been told that they could pursue the fields that they “loved” and somehow make a living at it. Yet for many this has turned out to be a fairy tale, a life that can be afforded only by the rich. “‘Do what you love’ disguises the fact that being able to choose a career primarily for personal reward is a privilege, a sign of socioeconomic class,” notes one observer.27


      The disjunction between career choice and reality, then, is particularly intense for those who receive degrees from second- or third-tier institutions. What happens to the ever expanding crop of Latino studies majors, postmodern English graduates, and art historians? These kinds of degrees are, as the New York Times reported, ones that tend to earn graduates the least, while those that offer the most are largely at schools aimed at technology, mining, and other “hard skills.”28


      Confronting the grittier reality requires more emphasis on training for jobs that have significant and even growing demand. Even President Obama has poked fun of the proliferation of “art history majors.”29 Others might see in a more “basics”-oriented approach a suggestion of the infamous “tracking” system that was used to steer the most academically gifted minorities and working-class whites into manual professions.


      Some progressives believe the solution lies in further subsidizing the current system, which after all helps maintain and expand the Clerisy. Yet in reality such an approach will only continue the current failures, with fewer students graduating with needed skills and more years of wasted effort. Replacing the financial burdens of parents and students by shifting them onto business and the taxpayer does not seem the best way to boost public support for education.30


      Even worse, the more “enlightened” approach of stuffing more students into a system that, in the end, fails to prepare young people for the future, and lands them in debt, makes little sense. Today a record one in ten of recent college borrowers has defaulted on their debt, the highest level in a decade. With wages for college graduates on a downward slope, one has to wonder how many more will join them.31


      Education and the Future of Class


      Among its many effects, college debt seems likely to exacerbate the class divides in the future. Student debt is much more common in less affluent households; those whose parents could afford to pay for their education, at the very least, enter their careers unencumbered by the weight of obligations. “If you graduate with a B.A. or doctorate and you get the same job at the same place, you make the same amount of money,” said William Elliott III, director of the Assets and Education Initiative at the University of Kansas. “But that money will actually mean less to you in the sense of accumulating assets in the long term.”32


      The proliferation of those graduate degrees also will be felt among those without such educations. Today, high school graduates increasingly find themselves competing with college graduates for basic jobs in service businesses. In 2011, almost sixty percent of recent college graduates were underemployed, notes the New York Fed. Many of them are taking jobs that previously went to high school graduates or even dropouts. In the long run this will create a crisis at the bottom end of the labor market. By 2020, notes McKinsey, there will be six million more high school dropouts than jobs for them.33


      But it’s not just the dropouts who are in peril. By 2013, the unemployment rate for recent high school graduates not enrolled in school was 34.4 percent, compared with 17.7 percent for recent graduates. Many of these non-college-educated youths only work part-time where much of the employment gain has taken place. Many younger people, particularly without college degrees, have to wonder if gainful full-time employment is in their future.34


      This could presage the expansion of a class of permanently unemployed or underemployed young people, never a good development for society as a whole. One early harbinger, observes author Walter Russell Mead, may be the recent rise of random criminality, often racially tinged, taking place in American cities such as Chicago, Milwaukee, and Philadelphia.35 This phenomenon is not just seen in inner cities or in areas where the economy has been in decline for decades.36


      The End of Intergenerational Optimism?


      Once known for their optimism, many millennials, not surprisingly, are becoming somewhat less sanguine about the future, particularly in comparison with their parents. According to a Rutgers study, 56 percent of recent high school graduates feel they would not be financially more successful than their parents; only 14 percent thought they would do better. College education does not seem to make a difference: 58 percent of recent graduates feel they will not do as well as the previous generation; only 16 percent thought they would do better.37


      The rise of pessimism about the future—even greater among the parents of millennials, as shown earlier—marks a break with the historic notion of intergenerational mobility that has animated the more vibrant societies even in the earliest times. In ancient cultures, the desire to place one’s children—historically boys—in a more socially and economically secure place drove much of what accounted for human progress. In Roman society, law fostered the growth of the patriarchal land-owning class, which spearheaded the spread of the empire. The importance of kinship and securing a better place for the next generation shaped social development from China to the Middle East.38


      This sense of intergenerational responsibility was present in other cultures as well. The great Arab historian Ibn Khaldun saw an ebb and flow in “the shadow and power of group feeling”—lodged in clan and kinship relationships—as shaping powerful dynasties, some linked directly to the family of the prophet.39 Three of Confucianism’s five key relationships were familial, led by the all-important father-son tie.40 Individual achievement and struggles were encapsulated within the context of the family; one never took credit or shouldered blame alone.41


      The notion of passing on one’s fortune, or preparing the next generation for the future, was also among the animating features in the emergence of early capitalism and the passing of feudalism. In the Middle Ages, when opportunity for upward mobility was sharply limited, many sought out lives as priests or nuns. As many as one in ten women in sixteenth-century Florence were celibate.42 In contrast, the modern European concept of family arose with the rise of capitalism and the Protestant Reformation; strictures on marriage to cousins helped moved society from clan to the slimmer nuclear family.43 The family, united by mutual affection and with the active presence of women and children, emerged in the late sixteenth and early seventeenth centuries.


      This reality was painted lovingly by Rembrandt and the other Dutch masters. Here, Phillipe Aries notes, “the child has taken a central place in the family.”44 The family stood at the center of enterprise, and raising children for a better future evolved into a task undertaken by striving families in what Simon Schama labeled “the Republic of Children.”45


      In the emergence of capitalism, the family firm, united by what two historians characterize as “internal loyalties,” was the incubator of the first great trading companies. Those who drove Britain’s “Age of Ambition” in the sixteenth century were particularly concerned with “family feeling” and the advancement of their heirs and relations.46 Much the same can be said of Britain’s offspring in the early United States, where, as Tocqueville noted, sentiment about family was one of the primary restraints on excessive individualism, and where the lack of aristocratic privilege and set class positions granted to family relations “an energy and sweetness” unseen in European nations.47


      The notion that things will improve for the next generation—and that parents would work to assure that result—has been intrinsic to the American experience.48 This ethos survived the disruptions of the Industrial Age, the Depression, and the Second World War, as well as the entrance, en masse, of women into the workforce. After dropping in the 1950s, starting in the 1960s more families began to depend on women’s earning. In 1967, for example, barely a third worked outside the home but by 2000 barely one-third of children under six in married households had a stay-at-home mother.49


      The Decline of Marriage and the Failure to Launch


      Although the entrance of women into the workplace made it possible for families to support their children’s education, the institution of marriage has also begun to weaken. Recent decades have seen what European scholar Angélique Janssens has described as “the deinstitutionalization of marriage.” This has resulted in “the emancipation of individual members from the family” but also in parents feeling a less keen sense of responsibility for their children—and has led many others not to have children at all, notes the Center for Work-Life Policy. Indeed, for many unmarried women, according to a 2008 Wisconsin study, the very fact of having a child increases a woman’s chances of being poor.50


      At the same time, many in the current generation do not have to give up their sex lives if they remain single. Middle-class women—and their male counterparts—in their twenties and thirties, suggests Stanford sociologist Michael Rosenfeld, can enjoy “a second adolescence,” seeking “new experiences” with a series of partners of considerable diversity.51 Kate Bolick, writing in the Atlantic, believes that many of these accomplished women will do without long-term committed relationships, choosing instead “a room of one’s own,” a place where a single woman can live and thrive as herself.52


      Of course single men can enjoy the same lifestyle of what may be seen as permanent adolescence. Yet surprisingly, perhaps, women may be even more likely than men to view childlessness favorably, suggests a University of Florida study.53 According to the study’s author, Assistant Professor of Sociology at the University of Florida, Gainesville, Tanya Koropeckyj-Cox, this is particularly true among educated women who regard the costs related to childbearing as “potentially lost income, promotions, and opportunities for career advancement.”54


      To these existing social trends, the weak economy has led many millennials to delay their transition into adulthood. By Census estimates the percentage of young adults living at home has more than doubled to over 20 percent, and by 2020, according to some projections, it will increase even more.55


      A Generation of Serfs


      Not surprisingly, the millennial generation also has the lowest percentage of homeowners of any generation in recent American history. Since 1970, according to the Census, the percentage of households under 34 who own their home has dropped from 41 to 32 percent, with most of the drop coming after 2007.56


      Some “new economy” theorists insist that detaching the young from property ownership will lead to a more flexible and buoyant economy, allowing these young workers a greater degree of personal flexibility and geographic mobility.57 In the so-called “creative age,” homeownership is regarded as “overrated” and the proper aspiration is to live in a dense, expensive city, such as San Francisco or Manhattan, where only a fraction of the population can conceivably own their place of residence.58


      This marks a significant shift from previous generations. Since World War II the expectation of each generation has been to own property, preferably a single-family house. The large majority of boomers became homeowners during the Reagan–Clinton era.


      Yet it is increasingly fashionable to insist that this “dream” must be expunged. Instead, suggests Morgan Stanley’s Oliver Chang, we could see the emergence of a “rentership” society, which sees a long-term decline in personal homeownership and fulfills an almost Marxian dialectic in which ownership of property concentrates in ever fewer hands.59


      As seen earlier, much of the advocacy for delaying or abandoning homeownership comes from the gentry class. As one Texas architect points out, they “have the least to lose” from higher housing prices and forced densification, as they already live large, in spaces that can accommodate families if they wish to have them.60


      In contrast, present economic conditions have forced many younger people to delay or even abandon the old middle-class dream.61 The boomers, chief beneficiaries of rising home prices, have contributed, albeit unconsciously, to this phenomenon. Many, particularly in places like California, have supported regulations that make new home-building difficult. “In large part,” writes one southern California analyst, “boomers in their golden sarcophagus have forgotten about their offspring.”62


      The long-term implications for class relations of this shift from ownership could be profound. In the future, it is not inconceivable that, in many markets, only the affluent—and those who inherit—who will be able to own homes. This has been the predominant way that the Yeomanry develops assets and establishes its independence. Without property, they essentially work to pay someone else’s mortgage. In many cities, affordable apartments can be had if your parents bought early or, in places like New York, you are able to use your parent’s rent-controlled units, which are often several times cheaper than market-rate ones.


      For those who don’t have such advantages, some have proposed a return to the boarding house, suggesting that we hurl away “middle-class norms of decency” governing housing and go back to the ad hoc ways in which many were forced to live during the nineteenth and early twentieth centuries.63 If current trends continue, when millennials move out of their parents’ houses, many may be forced to live in apartments they do not own, and probably never will have the chance to own. “I’m hoping that the Millennial Generation doesn’t set its sights on homeownership as a benchmark of economic stability,” sociologist Katherine Newman suggests, “because it’s going to be out of reach for so many of them.”64


      A Coming Birth Dearth?


      Unable to afford a home or get a good job, more young people, wherever they live, are postponing marriage and childbearing as well.65 Despite a total rise in population of twenty-seven million, there were actually fewer births in 2010 than there were ten years earlier.66


      Over time, this “failure to launch” among millennials could lead historically fecund America to experience, albeit to a lesser degree, the kind of demographic disaster already evident in parts of Europe and Japan. The millennial generation’s trajectory is particularly troublesome since the decline in births has been especially severe among women in their mid- and late 20s, while older women have increased their birth rates. But as families start later, they also tend to have fewer children, and it is, after all, the young who are able to bear the most children.67


      This reluctance to have children—including the common choice to have none—could impact millennials in the coming decades. For one thing, there may not be the sort of support for education and other critical services that occurred both in the original baby boom as well as in the second “echo” boom when that large generation started to have children. If the percentage of people who have children at home continues to decline, it could effect all sorts of policy choices. As Austrian demographer Wolfgang Lutz has pointed out, the shift to an increasingly childless society creates “self-reinforcing mechanisms” that make childlessness, singleness, or one-child families increasingly predominant.68


      Perhaps more disturbing, it is largely individuals with higher incomes and skills who are the ones most frequently putting off having kids. The birthrate for those making under $10,000 is almost twice as high as for those with incomes over $75,000.69 By having kids, these poorer and less prepared parents all too often doom the next generation by passing on poverty to them. In this way “generation screwed” could end up adding to the next wave of the American proletariat.


      Prospects for Millennials


      Unlike previous generations, who were often able to look forward to a better and more independent future, the millennials are faced with the prospect of inhabiting a country where the Yeomanry shrinks, family fades, poverty expands, and the power of inherited wealth grows. This world is already taking shape and could worsen due to the huge increase in government debt, which all but assures both higher taxes and the likelihood of reduced services.70


      This prospect conforms to the mainstream economic view of the American future. Since the financial panic of 2008, “the new normal” has become the conventional wisdom. Coined by former PIMCO executive Mohamed El-Erian, the term has become a widely accepted description of the future. Bill Gross, the company’s Managing Director, has characterized “the new normal” as one “of muted western growth, high unemployment and relatively orderly delevering.”71 Another key mainstream writer, economist Robert Samuelson, believes we are in the midst “a generational war” in which the young are destined to be losers in the “withering of the affluent society.” As he puts it: “For millions of younger Americans—say, those 40 and under—living better than their parents is a pipe dream. They won’t.”72


      Some financial experts believe that future generations, by lacking stable employment or any kind of financial equity, will become more dependent on the kinds of instruments, such as prepaid credit cards and payday loans, that have historically been associated with the poor.73 The future facing this generation, suggests the American Prospect, is an unemployment rate twice the national average and “flat or declining wages.”74


      American Herbivores


      Some commentators on millennials suggest that these downwardly mobile trends are accepted, and even embraced, by the new generation. Whereas previous generations of adults wished for their children to do better than themselves, many pundits increasingly have pushed a more déclassé vision, with fewer families, more singles, and less focus on upward mobility. Indeed some, particularly some among the environmental community, actually embrace the idea that most people in richer countries should adopt this vision. Millennials, by not buying homes and cars, and perhaps also not growing into family life, are portrayed by the green magazine Grist as “a hero generation”—one that will march willingly, even enthusiastically, to a downscale future.75


      In one article, a writer wrote hopefully of the rise of a generation that will not, as did previous generations, get on with their lives, buying cars or anything outside of electronic gadgets. They will do this, they note, for not just economic but environmental and philosophical reasons.76 “We know the financial odds are stacked against us, and instead of trying to beat them, we’d rather give the finger to the whole rigged system,” the millennial author concludes.77


      This diminished worldview recalls the devolution that has already taken place in Japan, particularly among that country’s younger male generation. Growing up in a period of tepid economic growth, a declining labor market, and a loss of overall competitiveness, Japan’s “herbivores” are more interested in comics, computer games, and socializing through the Internet than in a career or a relationship with the opposite sex.78 Marriage and family have increasingly little appeal to them.79


      The figure is even higher (59 percent) for females in the same age group. The percentage of sexually active female university students, according to the Japanese Association for Sex Education, has fallen from 60 percent in 2005 to 47 percent last year. There’s a bigger issue here than overly tame libidos, suggests sociologist Mika Toyota. Once intimate relationships are now being replaced by ad hoc arrangements based on common interests. Not surprising then that passion is replaced by peer relationship among unattached singles. A survey in 2013 by the Japan Family Planning Association (JFPA) found that 45 percent of women aged 16 to 24 “were not interested in or despised sexual contact.”80


      Although some hail the rise of herbivores as a model for a less aggressive existence,81 the long-term prognosis for such a society is not a good one. Japan is a country where sales of adult diapers exceed those of child diapers, and the workforce and consumer market is destined to fall dramatically over the coming decades. By 2050, according to government projections, the country may have more people over 80 than under 15.82


      What Do Millennials Want?


      But will young Americans prove ready to move away from the economic playing field and onto the herbivore pastureland? Although they differ in many ways from previous generations, most millennials clearly do not aspire to the ideal of singleness and childlessness embraced by more radical boomer enthusiasts. Nearly four in five millennials still express a desire to have children, and close to 80 percent, according to some recent estimates, will have offspring while a vast majority will get married in their lifetimes.83 For them, the future being projected is less a matter of choice than necessity.


      No doubt the prospects for homeownership will be tough in the years ahead. But it is simply not the case that most millennials do not desire the same things as previous generations, as generational chroniclers Morley Winograd and Mike Hais note in their work. Survey research finds that 84 percent of those aged 18 to 34 who are currently renting say that they intend to buy a home even if they cannot currently afford to do so, and 64 percent said it was “very important” to have an opportunity to own their own home.84 A Better Homes and Gardens survey found that three in four viewed homeownership as “a key indicator of success.”85


      And where do millennials see their dream house? Manhattanite Leigh Gallagher, author of The End of the Suburbs, asserts with certitude that “millennials hate the suburbs” and prefer more eco-friendly, singleton-dominated urban environments.86 Yet according to research at Frank Magid and Associates, 43 percent of millennials describe the suburbs as their “ideal place to live,” compared to just 31 percent of older generations. Even though big cities are often preferred among college graduates in their 20s, only 17 percent of millennials say they want to settle permanently in one.87


      The question of whether millennials will be forced to abandon the ownership dream, it turns out, has less to do with choice, as purported by some new urbanists, than with economic conditions. They could face that prospect in many ways—instead of living like their parents, they could adopt the austere lifestyle of their grandparents—but this more likely reflects their economic circumstances than downwardly mobile aspirations.88


      None of this suggests, as some social conservatives might hope, that the Ozzie and Harriet family is about to make a major comeback. For one thing, millennials will likely get hitched and have children later than previous generations; their marriages will probably also be less traditional in how they operate, suggest Hais and Winograd.89


      At the same time, if they get their chance, millennials will not recreate their families or their communities entirely in their parents’ images. They may, for example, be more willing to customize their residences for their own unique needs or for greater energy efficiency, and they may place greater emphasis on “technology capabilities” than on a larger kitchen or more traditional suburban accoutrements.90


      The key question, then, is not whether millennials wish to abandon ambition, but whether conditions that allow for upward mobility for the next generation can be restored.


      If not, the next generation faces the prospect of becoming the first in American history to experience constant, pervasive downward mobility. This will impact not just this generation but whole industries, notably homebuilding and the manufacturing of household goods, and this impact will extend to the entire economy. A strong market for single-family homes, driven by new households, remains one of the best guarantors of long-term economic growth; Moody Analytics estimates that a single-family home generates roughly twice as many jobs as an apartment. Persistent slowness in new home demand and a decline in new households may seem a boon to some in the Clerisy and on Wall Street, but for the overall economy the lack of new demand reduces growth for a host of products and services, many of which employ the middle and working classes.91


      Some urban theorists, greens, real estate speculators, and financiers may regard this downward trend as a net positive, but it is hard to see a pleasant result from an entire generation facing downward mobility. This is not the future most millennials want, or will embrace as they get older. Whatever party or policy agenda can find ways to restore their prospects may ultimately win the support of this troubled, but still far from hopeless, generation.

    

  


  
    
      CHAPTER SEVEN


      Renewing Aspiration


      
        

      


      IN THE MEDIA AND ACADEMIA, as well as across broad ideological lines, America’s pundits foresee generally dismal, downwardly mobile futures for the country’s middle and working class. In contrast to previous generations, who generally did far better than their predecessors, the current generations, outside the very rich, do indeed find themselves locked in a struggle to carve out the kind of economic opportunities and access to property that had become accepted norms for Americans throughout the past century.


      This deep-seated social change raises a profound dilemma for business. Either the private sector must find a way to boost economic opportunity, or political pressure seems likely to implement fiscal, regulatory, or tax policies that will order redistribution from above. It is doubtful that the majority of Americans will continue support an economic system that seems to benefit only a relative few. More dire still, as one journalist asks, if America today suffers the kind of inequality that ravaged pre-revolutionary France, “are the bread riots finally coming?”1


      The class divides stem not only from the concentration of wealth and power but also from the persistence of weak economic growth. By 2020, according to the Economic Policy Institute, almost 30 percent of American workers are expected to hold low-wage jobs—defined as earnings at or below the poverty line—to support a family of four. Due to the combination of high debt and low wages, some projections suggest millennials may have to work until their early 70s.2


      These prospects make understandable the efforts being touted by neo-populist groups on the left and the right to employ political pressure to assure a decent quality of life. This has sparked the rise of ideologically robust liberals, like New York Mayor Bill de Blasio, as well as initiatives in a series of smaller liberal cities, such as Seattle, to push measures that mandate higher wages and benefits for workers. In most cases, these are the very places, often quite wealthy in aggregate, where the middle class has generally shrunk, while public employee unions, academics, and other members of the Clerisy have gained the preponderance of political power.3


      The same sense of limited opportunity also explains the popularity of libertarian and Tea Party activism on the right. Instead of state intervention to correct inherent flaws in capitalism, frustrated members of the middle and working class have been attracted to the idea that removing barriers to economic growth will increase social mobility more effectively than redistribution by political fiat. Yet economic arguments that could generate more widespread support have been married with increasingly unpopular, often backward-looking social agendas that have allowed them to be portrayed by the Clerisy as a fringe movement.


      Consequently, the new progressive politics of inequality have become the primary themes of the nation’s political leaders and the Clerisy. Oddly enough, much of the thinking behind this new focus is drawn primarily from European models, even as Europe’s dismal prospects have inspired the lowest levels of political support in several decades.4 In his influential book Capital in the Twenty-First Century, French economist Thomas Piketty argues powerfully that the only way to confront increasing inequality and prevent deeper social fracturing is to expand the “social state” that forcibly redistributes wealth. In his mind, economic growth, traditionally a prime source of social uplift, is little more than an “illusory” solution. Rather than stoke growth to create opportunity, Piketty looks to governmental action to enforce greater equality. Financed by taxes on wealth, the “social state” would not only curb the rich but also provide the Clerisy with even more power to administer and direct its expansion.


      Piketty’s acolytes, like the liberal journalist Dean Baker, rightfully favor attempts to curb crony capitalist finance. Yet, characteristically of the Clerisy, he largely ignores the new tech and media Oligarchs, who arguably represent the most heavily concentrated, powerful, and politically ascendant business interests in the world. A wealth tax that ignored such enormous concentrations of economic and political power, even if they shrewdly support “progressive” political movements, would have limited effect even if such a measure could be implemented on a national or global scale.5


      There is little reason to think that redistribution by the state, which would certainly help some, would improve material conditions for much of the middle class, and it might end up expanding the permanent underclass of technologically obsolete and/or economically superfluous dependents. The fifty-year war on poverty in the United States, for example, initially helped reduce the percentage of the poor, but, due in part to a weaker economy, it has achieved few gains since the 1960s. Some significant progress in poverty reduction, at least among those working, have come when both the economy and the job market expands, as occurred during both the Reagan and Clinton eras. Clearly, as these two generally successful presidents recognized, the best antidote to poverty remains a robust job market.


      Yet even this progress has not helped the “poorest of the poor,” many of whom are marginally connected to the workplace. Indeed, since 1980 the percentage of people living in “deep poverty”—those living 50 percent below the official poverty line—has expanded dramatically.6 Despite $750 billion spent annually on welfare programs, up 30 percent since 2008, a record 46 million Americans were in poverty in 2012.7 It is possible that, as Franklin Roosevelt warned, a system of unearned payments, no matter how well intended, can serve as “a narcotic, a subtle destroyer of the human spirit,”8 and reduce incentives for the recipients to better their lives.


      Particularly revealing have been the generally meager gains made by ethnic minorities. Despite the benefits of government programs such as affirmative action, African Americans have not expanded their share of the middle class in recent decades.9 Indeed, racial and ethnic economic disparities are growing. The black unemployment rate remains more than double the white jobless rate and reaches forty percent among youths.10


      Similarly, Hispanics, the nation’s largest minority, have also done poorly in recent years and, according to Pew, now suffer a 28 percent poverty rate in the nation, the highest of all ethnic groups and well over two and half times that of whites. Latino poverty rates have soared toward historic highs after dropping significantly between 1990 and 2007. More distressing still, child poverty among Latinos has risen to record highs, increasing from 28 percent in 2007 to 35 percent in 2010. Overall six million Latino children, many of them the offspring of recent immigrants, live in poverty, and they now represent a larger population of poor kids than either whites or African Americans.11


      The activist welfare-based philosophy, or Piketty’s ever expanding “social state,” following the European model, would likely include not only historically poor populations but also part-time workers, perpetual students, and service employees living hand to mouth, who can make ends meet largely only if taxpayers underwrite their housing, transportation, and other necessities.12 This trend toward an expansive welfare regime could be bolstered by falling rates of labor participation, which have dropped to the lowest levels in at least twenty-five years and show no signs of an immediate turnaround.13


      The European experience also provides little support for the benefits of redistribution given the persistently high rates of unemployment, particularly among the young, across most of the EU. Indeed much of the continent’s youth is widely described as “the lost generation.”14 Pervasive inequality and limited social mobility have been well documented in larger European countries, such as France, which has among the world’s most evolved welfare states.15 This is even true in Scandinavia, often held up as the ultimate exemplar of egalitarianism. It is true that the Nordic countries have much to recommend themselves—including aspects of their political economy, like their skilled worker training programs16—but these policies have not prevented the emergence of rapidly growing inequality there. Indeed, over the past fifteen years, the gap between the wealthy and other classes has increased in Sweden four times more rapidly than in the United States. This pattern was widely felt across the high-income world. A 2008 BBC poll found that two-thirds of people in the OECD countries felt that “the economic developments of the last few years” had not been shared fairly. This is even more true of fast-rising developing countries such as China, India, and Mexico, and it increasingly shapes political discourse in these countries.17


      To be sure, “progressive,” or even ostensibly socialist, approaches can be said to have ameliorated the worst impact on the lower-income people in many countries. But under left-wing government—such as the Socialists in France, New Labour in Britain, and most recently the Obama Administration in the United States—the class chasms have increased markedly. This pattern also occurred in these countries during more conservative rule. In the absence of a focus on how to grow economies more rapidly and broadly, both predominant political philosophies increasingly fall short.18


      Why the American Dream Is Not Dead


      Maintaining the prospect of upward mobility is central to the very idea of America. For generations, the surplus working-class populations of Scandinavia, like those of Latin American and other nations, have flocked to North America or Australia in search of opportunities unavailable in their home countries. In contrast, there remain few places for America’s aspirational classes to go. And critically, the United States and other historically aspirational nations consist of an amalgam of highly skilled and lower skilled classes with widely varying ethnic and national backgrounds. The signature economic reality of this country is risk and opportunity. America is simply not well suited, even in the best of conditions, to become a small, tidy, steady-state welfare society, a giant Norway.19


      But is the die already cast, so that even the idea of restoring wide prosperity and property ownership now seems absurd? Much of conventional opinion on the right generally embraces the idea of a “new normal” and certainly has little appetite, perhaps outside the early Tea Party, to confront either the old oligarchy or even the new one. Most Republicans, particularly in the Senate, embraced the bailout of the large financial institutions, the very essence of the crony capitalism that favors large, established, and connected institutions over smaller ones.20


      But such negativity and defeatism is not necessary, given the basic strengths of the U.S. economy. The American economy may not possess the “almost limitless resiliency” claimed by Kiplinger during the mid-80s Reagan-era boom, but its capacity for renewal is still much greater than is widely believed.21 The notion that America faces a negative trajectory has been commonplace since the time of the Depression. Similar thoughts dominated the last long-standing period of economic stagnation, the 1970s, when income, innovation, and economic growth all slowed. The relative decline of America—compared to Europe or Asia—has been predicted not only by left-leaning academics but also by prominent, well-connected economists and even such moguls as Bill Gates and Warren Buffett.22


      These predictions have turned out to be wildly off base. Despite the rise, first, of Europe after World War II, then of Japan in the late 1970s, followed by the rest of East Asia and now China, the United States has maintained its share of the world’s GDP at roughly 20 percent since the 1970s. By 2013, according to a United Nations survey, the United States and China were among the only major countries with expanding industrial production. Whole industries—notably technology—thought to be lost to Japanese and other Asian competitors have recentralized in the United States. In 1990, six of the world’s top ten semiconductor companies were Japanese. But, contradicting the claims of inevitable Japanese technological hegemony, by 2011, five U.S. chip companies dominated the top ten while only two Japanese companies, Toshiba and Renesas, were on it. And their combined revenue in 2012 was less than half that of world leader Intel’s $49.7 billion.23


      Rather than a permanent condition of slow growth, the United States could be on the cusp of another period of broad-based expansion, spurred in part by its rapidly growing natural gas and oil production.24 The current energy and industrial boom, notes Joe Kaeser, the president of Siemens, “is a once-in-a-lifetime moment.” Cheap and abundant natural gas is luring investment from manufacturers from Europe and Asia, who must depend on often insecure and more expensive sources of energy.25 Others are investing heavily in farmland and other real estate, evidence not of America’s decline but of a reprise of the patterns of investment that led to the country’s great expansion in the nineteenth century.26


      How Capitalism Reinvents Itself


      In many ways, then, the future debate is less about America’s capacity for perpetual renewal—what Japanese scholar Fuji Kamiya once called sokojikara, or a latent power to overcome seemingly insurmountable obstacles—than about whether this inherent renewal can occur under the emerging class order.27 The most fundamental challenge facing the United States is the growing disenfranchisement of the middle and working classes from the benefits of economic activity. This is evidenced by declining incomes or, as has been most striking in recent years, the unprecedented propensity to simply quit the labor force. Briefly put, the current capitalist system tends to favor and encourage transactions among investors and asset inflation, rather than broad-based growth that rewards people adequately for their labor. “For the past 10, 20, 30 years, capital has moved away from labor and toward corporations and investors,” notes PIMCO founder Bill Gross. “I’m not sure capitalism can thrive in a system in which . . . [labor] has a declining interest, in terms of percentage of the pie. Then ultimately the pie itself can’t grow, because consumption can’t be supported.”28


      Fortunately, the capitalist system, particularly one under democratic control, allows for the possibility of reform. An example is Great Britain, the homeland of the industrial revolution. In response to mass poverty and serious public health challenges during the nineteenth century, social reform movements—usually led by the clergy and a rising professional class—organized to address the most obvious defects caused by economic change. Reform legislation, such as the Municipal Corporations Act in 1835 and the first Public Health Act by Parliament in 1848, brought more efficient administration to the sprawling, chaotic cities. Reformers established parks and washhouses for the poor. New sanitary measures and improvements in medicine lowered urban rates of mortality. Crime, once rampant, dropped dramatically.29


      It may be one of the great ironies of history that at the very time that Karl Marx was composing Das Kapital in the library at the British Museum, life was beginning to improve for the British working class. Rather than having “exhausted its resources” and precipitated all-out class war, inequality, so evident in mid-nineteenth-century Britain, was beginning to narrow through natural economic forces and the growing power of working-class organizations.30 The working-class revolution in Britain, which Friedrich Engels insisted “must come,” never did.31


      Indeed by mid-century, even ordinary Britons were beginning to enjoy the benefits of mechanization. Spurred by the growth of trade unions, wages, particularly for skilled workers, began to rise consistently.32 Working-class consumers, who in the past could hardly have hoped to afford them, were able to purchase such items as stockings or dining utensils. Once unthinkable, social mobility became more common, as skilled tradespeople and other industrial laborers ascended into the middle class; elite universities admitted their children; a handful became great lords without proper titles, and some, by marriage or through influence, acquired noble status.33


      Similar patterns can be seen in the United States, albeit somewhat later in time. The first progressives, for example, did not seek to undermine capitalism as such, but rather to restrain the rise of industrial oligarchies so reminiscent of the present era. Many feared the economy had taken, as the Beards put it, “an alarming turn,” concentrating wealth, corrupting politics, and widening societal divides. Woodrow Wilson warned of the outsized influence of “combined capitalists,” who had manipulated the nation’s political and legal structures. Fear of being overwhelmed by oligarchs informed much of the emerging policy agenda—including assaults on “trusts”—enacted or advocated by the progressive movement. Yet progressives generally also saw themselves as protecting capitalism from both capitalists and those who wished to create a more socialistic system.34


      Similarly, the Depression, brought on by what Keynes called “a crisis of abundance,” was addressed more by conscious measures, over the next few decades, to spur mass demand than by relying on redistribution. In ways far more wide-ranging than the earlier reform era, the New Deal, and then the Second World War against the Axis powers, expanded government support for public works, education, and housing. It also encouraged dispersed property ownership. The government, having won a global war and then engaged in a cold war against the Soviet Union, greatly expanded its economic role, including in critical areas of research and development.35 But this state expansion was generally aimed at increasing economic opportunity—for example, by developing technologies that could stimulate new industrial sectors, promote the growth of new firms, and create new wealth—rather than simply transferring income from one group to another.


      Whatever criticism can be made of mid-century America, during this period the nation transformed what had been a strongly unequal country into one where the blessings of prosperity were more broadly shared and the opportunity for improvement extended far more widely than in previous generations. In the 1950s the bottom 90 percent held two-thirds of the wealth. Today they barely can claim half.36


      Overcoming the Era of Limits


      The shifting attitude toward economic growth, particularly among the Clerisy, today makes a similar improvement more problematic. Whatever their politics, America’s mid-century leaders believed in economic growth as the best way to improve the conditions of the middle and working classes. Even many conservationists of this era did not oppose growth with the religious vehemence of today’s environmental groups. As historian David Nye notes, their goals were to “restore” nature from abuses by private enterprise while allowing the continued expansion of industry dependent on resources.37


      In more recent times, however, American progressivism has moved toward a feudalistic worldview that favors what Adam Smith called “a stationary state,” which he said is necessarily characterized by “declining melancholy” among the bulk of the populace. This is most notable in the development of the ecology movement after World War II. As early as 1970, noted author James Ridgeway, ecologists were arguing “in radical, indeed revolutionary, terms for re-organization of society, development of a new political economy which would eliminate ruinous competition,” with the goal of administering society so people “can better accommodate themselves to the planet.”38


      The 1972 report The Limits to Growth, predicting persistent and deepening shortages of raw materials starting as early as the 1980s, marks the most evident shift toward an anti-growth orientation in progressive politics.39 Protecting the environment was no longer a matter of improving technology or industrial methods to minimize physical impacts associated with growth; instead, the very operation of the economy was the evil that must be restrained. “The discovery that the earth’s ecology will no longer sustain an indefinite expansion of productive forces,” suggested Christopher Lasch in 1991, “deals the final blow to the belief in progress.”40


      To a remarkable extent, however, The Limits to Growth proved to be not prophetic but anachronistic. Like the predictions of mass starvation die-offs made in Paul Ehrlich’s The Population Bomb, the vast majority of the report’s predictions, as the environmental author Bjørn Lonborg has noted, have proved to be “spectacularly wrong.”41


      Yet being wrong seems not to have altered the widespread conviction that economic growth constitutes more of a threat than a benefit to society. The traditional focus on enhancing social mobility and opportunity as core progressive values has been supplanted by a stronger emphasis on limiting impacts on the environment, even at the expense of broad social uplift. This trend, of course, is now most evident among climate change activists. The Guardian’s George Monbiot perhaps put it best, suggesting that the era of economic growth needs to come to an inevitable denouement; that “the age of heroism” will be followed by the decline of the “expanders” and the rise of the “restrainers.”


      Similarly influential figures such as John Holdren, President Obama’s Science Advisor, have explicitly argued that “de-development,” rather than growth, must be the nation’s economic priority.42 But decades of efforts to restrain economic activity, often for laudable objectives, have imposed enormous costs on the working class, particularly in Europe and North America. Tragically, these costs will have little effect on certain of the Clerisy’s goals, such as carbon emission reductions, as long as China, India, Russia, and other countries continue to be unwilling or unable to similarly constrain their own economic growth and consumption.43


      In this regard, as architect and author Austin Williams notes, sustainability “is an insidiously dangerous concept, masquerading as progress.” It poses an agenda that restricts industry, housing, and incomes in a manner that severely undermines social aspiration. Indeed, Williams argues that the Clerisy’s attitude toward growth seeks to impose “a poverty of ambition” on most of the less fortunate by constraining economic activity and progress. These are the very things that have been the drivers of unprecedented social achievement in the West, as well as, more recently, in East Asia.


      In this sense, he notes, “the ideology of sustainability is unsustainable” and likely to further worsen class relations.44 A huge shift to renewable fuels, for example, could quadruple the cost of energy, forcing a large percentage of the population into “fuel poverty.” Loss of jobs in trucking and manufacturing would hit blue-collar workers and neighborhoods hardest, according to most studies. How this jibes with meeting the high welfare and retirement costs with an urban population increasingly dominated by immigrants, their offspring, and poor children seems problematic at least.45


      To “save the planet,” the Clerisy and most of their tech Oligarch allies seek to limit consumption by eliminating cheaper energy sources in favor of expensive, highly subsidized renewables, or the chance to profit from various mitigation matters. This strategy works well for all partners of the new ruling synergy, although not for the majority. Tech Oligarchs can invest in renewables with the guarantee of public subsidy;46 the trustifarians promote subsidies and renewable use through their foundations and feel personally vindicated for their efforts; the media Clerisy can celebrate the enlightening shift toward sustainable power; academics receive grants and churn out studies in support; while the lawyers and the upper bureaucracy achieve ever greater job security to administer the entire program. Some of these measures may indeed prove necessary, but the role of special interests, and the implications for class, need to be seriously factored into how policies can be implemented without stunting social mobility or threatening democracy itself.


      This confluence of private interest, public power, and the Clerisy—something that alarmed progressives in the Gilded Age—is particularly notable in the valley of the Oligarchs. Valley firms have also been prominent in backing efforts by green activists, such as Bill McKibben, that have relentlessly sought to revoke the “social license” of big oil, as occurred with tobacco companies and with firms that did business in apartheid South Africa. Ironically, besides Valley sources, McKibben’s 350.org, dedicated to undermining fossil fuels, is also supported by the Rockefeller Brothers Fund and the Rockefeller Family Fund, the name perhaps most intimately linked to the rise of big oil.47 Backing for measures to tax oil firms in order to help fund green energy ventures have, not surprisingly, enlisted strong support from firms such as Google and from venture capitalists, all of whom have made heavy investments in alternative energy.48


      For many in the Clerisy, state expansion to restrain consumption and production in the name of sustainability is an overwhelming ambition. Perhaps nowhere is there greater dissonance between the populace and the leaders of the new class order than in perceptions of the desirability of economic growth and widespread social opportunity. When asked what mattered more to them, most Americans put a greater emphasis on economic growth than on redistribution, noted a 2014 study conducted by a the Global Strategy Group, a Democratic consulting firm. Polls of popular opinion in the United States and the United Kingdom find key ecological concerns such as climate change well down on the list, behind such issues as the economy, immigration, crime, unemployment, and even the state of morality. What Americans wanted most, noted one leading political commentator, was “an economic boom.”49


      The Growth Imperative


      Despite the widespread suspicion of growth among the Clerisy, an expanding economy remains the best way to stave off the emergence of a neo-feudal order. Humans have a demonstrated power, as Marx noted, “in possessing the gift of invention” that allows the species to “alter his own nature and its needs.” It is in large part technological adjustments that have made the predictions of Ehrlich, Holdren, and others so moot.50


      Only growth allows for the possibility of greater uplift for the middle and working class without the imposition of politically infeasible and, more significantly, almost certainly ineffective widespread redistribution policies. Growth, noted development economist W. Arthur Lewis, not only increases wealth but “increases the range of human choice.”51 People are more likely to take risks and innovate in a growth economy than in one characterized by slow growth and ever growing regulation. Growing countries then can choose to use their surplus to clean the environment, as has occurred in much of the high-income world, in places as diverse as South Korea, Singapore, the United States, Germany, and Scandinavia. The recent shift toward greater concern over pollution in China reflects as well that country’s rapid move toward economic prosperity.52


      But sparking beneficial economic growth requires a shift in priorities, and thus presents a challenge to the new class order. It is not enough merely to place blame on “the top one percent” or “elites.” Instead we must look for ways to shift the benefits of growth away from the current hegemons, notably in the very narrow finance and high-tech sectors, and toward those involved in broad array of productive enterprise.


      This shift will require a reordering of economic priorities. Over the past half century, financial service firms have doubled their share of the economy. Often they have regarded productive industries—notably in energy or manufacturing—as hampering short-term financial gains, and they have repeatedly led companies to strip their industrial assets, typically moving them overseas.


      The “financialization” of the economy, notes one scholar, at least in part explains why companies have tended to be slow to reinvest their profits in new products and innovations, preferring instead to engage in mergers or “stock buybacks” that raise share prices but do little for the overall economy of the middle orders. Instead, notes economist William Lazonick, they “greatly exacerbate the problem of the eroding middle class as U.S. business corporations neglect the need to invest for the future.” The fact that tax laws also encouraged companies to maintain much of their funds overseas, roughly $1.4 trillion in 2011, he adds, further discouraged vital new investment in the domestic economy.53


      The political regime under both parties, however, has tended to favor major financial institutions over grassroots businesses. The financial industry bailout, as ProPublica’s frequently updated map of financial bailout recipients reveals, constituted a massive transfer of funds from taxpayers in the heartland, the suburbs, and the exurbs to the major urban enclaves, particularly around the “money centers” of New York City, Chicago, and San Francisco. Populists as well tend to be outraged that middle-class taxpayers have been transformed into unwitting underwriters of over $20 billion in bonuses paid out in 2013 by Wall Street.54


      The lower rate on investment capital—and the much higher marginal tax rate paid by the Yeomanry on income, compared with stock-compensated oligarchs—further widened the social gulf.55 The share of taxes paid by the top twenty percent of earners, which includes much of the successful Yeomanry, has grown from 65 percent to 90 percent, but the wealthiest 400 individuals in the United States, with gross income over $200 million, paid an effective tax rate well below even those in the top one percent, which includes many small business owners and professionals. Essentially the tax system penalizes the Yeomanry but rewards the Oligarchs.56


      In the past, the capital gains tax system was justified as spurring economic and income growth by creating incentives for investment. But the recent recovery has ushered in a massive stock boom characterized by relatively low investment in plant and equipment, as well as meager job growth, particularly for full-time work. In this, both political parties are to blame. Republican fealty to the interests of the wealthy has been long-standing, but now much of the backing for “progressive” causes comes from the very people—Wall Street traders, venture capitalists, and tech executives—who benefit most from the federal bailouts, cheap money, low interest rates, and increasingly anachronistic low capital gains tax rates.57


      Prescriptions for Growth


      Promoting broad-based economic growth—as opposed to simply boosting the incomes of investors and top corporate executives—would not only offer opportunities to America’s middle and working classes, but it is also essential to maintaining the expanded state that both parties have nurtured over past decades. If it remains true that the country can expect to expand by no more than 1.5 to 2.5 percent in good years, then, as economist Bret Swanson argues, we can anticipate larger deficits—and higher taxes—for the foreseeable future. Faster growth allows for slower growth in deficits, Swanson argues, and with some modest spending cuts, could even serve to bring debt levels back to historic averages.58 But without growth, this is not possible, even with austerity measures or ever higher taxes.


      We also need growth to make the economy work for the broad majority of Americans. Public priorities need to change. Government spending must be shifted from lavish pensions and benefits for public workers—something that Wall Street itself thrives on by investing in public pension assets—to more productive spending.59 These include investments in basic infrastructure, an area where America has been lagging its major competitors.60


      Critically, infrastructure spending, unlike the bailouts of major banks or the Federal Reserve’s bond buying, helps the middle class. Research by the Council of Economic Advisors suggests that nearly 90 percent of the jobs created by increased infrastructure spending are middle-class jobs, those between the 25th and 75th percentile in the national distribution of wages. Finally, infrastructure spending of this kind is usually approved of by a public that daily copes with the increasing consequences of underinvestment—terrible roadways, poor communications systems, inadequate water storage and delivery systems, and limited energy transmission reliability.61


      The other pressing opportunity, besides physical infrastructure, lies in education and training. This directly impacts businesses, which often complain of insufficiently trained workers, and also provides a pathway to the middle class for Americans from poorer backgrounds. Investment in adult education will be particularly key, providing workers with a chance to gain new skills as the economy evolves.62 Programs focused on skill training and improving high school graduation rates have proved to have a significant long-term return on investment.63


      The Blue-Collar Opportunity


      It is commonplace among the Clerisy and many within the tech Oligarchy to downplay the future of America’s tangible industries. They envision a future dominated almost exclusively by tech, media, and financial firms.64 They foresee far fewer good blue-collar jobs and a widening service class. They also envision growth in educational and medical services, which do not pay as well as manufacturing or construction. These industries may not enjoy robust growth given their dependence on loans and government support.65


      Yet this view of economic trends may be more backward-looking than future-oriented, as is commonly believed.66 Indeed, since 2010, jobs have expanded in largely private sector areas such as energy, manufacturing, logistics, and, with the return of the housing market in some areas, construction.67 In this respect, millennials may have finally caught a break. The workforce in many fields is rapidly aging, and the demand for new, updated skills, particularly using computers, has soared, leaving manufacturers desperate for necessary workers.68 A recent Boston Consulting Group (BCG) study notes that there is already a shortfall of some 100,000 skilled manufacturing positions in the United States. By 2020, according to BCG and the Bureau of Labor Statistics, the nation could face a shortfall of around 875,000 machinists, welders, industrial machinery operators, and other highly skilled manufacturing professionals.69


      Businesspeople almost everywhere decry such shortages, but they rarely lament a mounting shortage of postmodernist comparative literature scholars or art historians. Indeed, on a 2014 trip to Houston, in many ways the country’s most economically dynamic city, developers and energy firms widely complained that they were constrained not by lack of demand but by lack of skilled labor. In some cases, companies are not only beginning to invest in community colleges but also looking to recruit high school students into these professions.70


      The resurgence of a blue-collar industry and the shift to skills training represents a critical opportunity to expand the ranks of the middle class.71 The University of Washington’s Richard Morrill has found that areas with large concentrations of manufacturing—including largely non-union southern plants—and other higher-wage blue-collar jobs have significantly lower levels of income inequality than areas that rely primarily on service, finance, and tech industries.72


      Dispersion and the Fate of the Middle Class


      America’s ability to recover its sense of opportunity requires the creation of new homes and businesses, including on the periphery of our metropolitan regions.73 This will provide opportunities for middle- and working-class families both in terms of work and a better standard of living. It would also build on the progress made over the last century in improving living space and homeownership for ever expanding parts of the population, something once seen as a progressive value but increasingly opposed by large sections of the Clerisy.74


      In the attempts to rein in suburbs and single-family houses, the Clerisy is battling the long-held interests of the Yeomanry. For the most part the middle orders can be expected to resist the mania for “cramming” or “pack and stack” housing that has become the supreme principle of urban planning and which is widely favored among architects, who frequently define the urban future as one dominated by an ever denser, high-rise-oriented future. “Building high density,” notes Brookings scholar Robert Lang, is the “most important” tactic in the drive to “compact development” and “slow sprawl.”75


      But this attempt at ordering American life likely will be resisted. Notwithstanding every effort to produce a contrary result, most people continue to move to both smaller cities and suburbs. Americans are being urged to concentrate, but, for the most part, they continue to seek out places—suburbs and more affordable cities—where they can pay reasonable rents or own their own homes.76 The Clerisy may be proclaiming a return to the large cities and the “death” of suburbs, but for many if not most Americans, the preferred future is very much more like that created in the second half of the last century.77


      Will Technology Enhance Concentration?


      In the decades following the Second World War, there was a general consensus that technology would concentrate power in the hands of those who could manage, plan, and foresee future needs. But this belief was largely based on a world built around mainframe computers and rigid ways of organizing work. The ensuing wave of technology—from the personal computer and the Internet to the smartphone and social media—could have a very different effect, allowing for greater dispersion of information and power.


      Overall, technology has no inherent values. The key issue now is not whether we need “more” technology but how the implementation of sophisticated new tools impacts society, most particularly in terms of an ever greater concentration of wealth and power. As Manuel Castells noted, technology can enhance the power of the state by becoming an instrument of greater invasion of privacy by both government and private corporations.78


      Increasingly it is clear that the consolidation of tech in a handful of firms does very little for the economy, outside of those who benefit from selling ad space. The overall economic impacts, notes tech entrepreneur Jigar Shah, have been minimal, particularly in comparison with such innovations as electricity, affordable automobiles, and plane travel. These, he suggests, created hosts of industries and opportunities for working- and middle-class people in ways that social media, for example, has not.79


      Equally critical, the fact that these industries are increasingly dominated by a handful of firms—Amazon, Apple, Google, Facebook—tends to benefit an ever smaller group of people with unprecedented access to the information of the vast majority. As Jaron Lanier points out, the leading digital companies tend to view people as “small elements in a bigger information machine.” He suggests that the modern oligopolies are excused in part by the promise of a future blessed, at least for an influential few, by “high-tech abundance”—what he describes as “the price of heaven.”80


      What is needed instead is a notion that the Internet and core information age technologies be treated as something like a highway—paid for by taxpayers and constructed by government—that should be kept as open as possible to newcomers. Cyberspace today offers an expansive opportunity, much as the vast physical expanse of North America did for previous generations; the promise of a land stake was the great difference between America and other societies in prior centuries.81


      Is ever greater technological consolidation inevitable? It is possible that as these firms move further from their entrepreneurial roots, many take on what anthropologist David Graeber describes as “a timid, bureaucratic spirit” that responds to the needs of investors and focuses on preserving already established business lines. Many observers, from Adam Smith and Karl Marx to Joseph Schumpeter, agree that monopoly creation, rent seeking, and price fixing are the natural instincts of the monied classes rather than risk taking, hard work, and free enterprise.82 Over time, this yearning for oligarchy could also threaten a host of other large firms, in media and finance in particular, which have been subject to what one analyst calls the “super-sizing” of big business. The top one-hundred firms on the Fortune 500 list have revenues, in adjusted dollars, eight times those during the supposed big-business heyday of the 1960s.83


      Yet this process of concentration could be reversed—particularly if smaller and newer firms are not hampered in their growth—by, among other things, restraints against oligarchic control. As Japan discovered in the past two decades, or as the United States witnessed in the recent sharp decline of the big three American automakers, corporate concentration tends to slow innovation. In the personal computer boom of the 1980s, scores of companies competed across a broad array of tech sectors, resulting in a rapid evolution of technology. In contrast, it is not easy to argue that today’s deeply entrenched Google search engine or Microsoft software code is markedly better, from the average consumer point of view, than three or even five years ago.84


      More importantly, concentrated industry removes the incentive and opportunity for productive entrepreneurship. Would we be better off with, say, a garage-bound Steve Jobs, using digital tools, developing the software for robotics, than with trusting our innovation to managers in corporate structures that answer primarily to the demands of Wall Street analysts? Having our future in space, transportation, media, or healthcare depend on the profitability and strategies of a handful of companies, and a small, often closely knit group of investors, does not seem to be the best strategy to maintain and deepen our technological lead, much less our political culture.


      The 1099 Economy: The Rise of a New Yeomanry?


      There are promising signs that many in the Yeomanry are seeking to establish something of a digital version of the rural homestead. Encompassing people writing apps, doing technical consulting, and working in the information sector, the numbers of self-employed tech workers have surged between 2005 and 2010. The percentage of such employees in information sectors grew 15 percent during this period.85


      Tech is not the only area where the 1099 economy is expanding. According to the U.S. Census Bureau, there were 21.4 million self-employed Americans in 2008, and recent data from EMSI suggests that the figures might be even higher. Tracking workers who are not covered by unemployment insurance, EMSI researchers suggest that more than 40 million Americans operate in the 1099 economy. This represents about one-fifth of the total U.S. workforce, more than twice the percentage seen in 1970.86


      This rise is partially reflective of hard times, and many of the self-employed earn only modest livings in fields such as childcare and construction. However, the shift to self-employment is likely to accelerate in the future, and into higher-paying professions, for reasons including the ubiquity of the Internet and the reluctance of large firms—often seeking to hollow out their ranks—to hire full-time employees with benefits. Greater regulation of small- and medium-sized businesses could also encourage entrepreneurs to opt for sole proprietorships as a way to evade an ever more intrusive state apparatus.


      Urban analyst Bill Fulton, who has looked into this issue, concludes that we may be seeing a fundamental change in how the economy operates. “Even though there may not be jobs in the conventional sense, there is still work,” Fulton notes. “That’s the whole idea of the 1099 economy. It’s just a different way of organizing the economy.”87


      This growth is occurring not only in Silicon Valley or New York but also in cities like Phoenix that were hard hit by the Great Recession, but which have since bounced back. In fact, Phoenix’s ranks of the self-employed grew far faster than that seen in such “creative” hotbeds as New York, Los Angeles, San Francisco, and Boston. Some of this may be part of the same phenomenon seen earlier in migration, as more middle- and working-class people seek opportunities in less expensive and regulated areas.


      Ultimately the emergence of the 1099 economy suggests the prospects for a revived Yeomanry. Like the nineteenth-century farmstead or artisanal shop, this economy could shift much of employment back to the home. In 2009, 1.7 million more employees worked at home than in 2000; the share of employees working at home rose in every major metropolitan area (over 1,000,000 population), with an average increase of 38 percent. In the past decade, the rate of increase in the work-at-home market share exceeded that of transit in 49 of the 52 major metropolitan areas. Indeed, despite all the talk of increased mass transit usage, the percentage of Americans working at home has grown 1.5 times faster over the past decade; there are now more telecommuters than people who take mass transit to work in 38 out of the 52 U.S. metropolitan areas.88


      This emergence of the “electronic cottage,” to borrow Alvin Toffler’s phrase, reflects the potential for democratization in the information age. It also represents an enormous environmental bonus, as it greatly reduces both energy use and commute times. Indeed, a study by Global Workplace Analytics finds increased telecommuting could reduce carbon emissions by over 51 million metric tons a year—the equivalent of taking all of greater New York’s commuters off the road. Additional carbon footprint savings will come from reduced office energy consumption, roadway repairs, urban heating, office construction, business travel, and paper usage (as electronic documents replace paper). Traffic jams idle away almost 3 billion gallons of gas a year and account for 26 million extra tons of greenhouse gases.89


      The rapid shift toward home-based business may also enhance the prospects of the Yeoman class in coming decades. Once again this shift suggests a growing fundamental conflict between the future largely embraced by the Clerisy—who favor dense central cities employing workers who take transit from apartments to offices in central cities—and what is commonly sought by the Yeomanry. Trying to recenter metropolitan economies in their downtowns seems a bit of a stretch in all but a handful cities. In reality, even as some downtowns have recovered, they have done so less as workplaces than as residential areas for a small but growing population. We can see these trends as part of the emergence of what may be called “peak office.” We simply use offices less than in the past. Back in the mid-1980s, according to the commercial real-estate research firm CoStar, upwards of 200 million square feet of office space was built annually; in 2013, despite the recovery, the country added barely 30 million square feet, according to Reis, Inc.90


      The growing dispersion of work represents a new chance to spread opportunity and property ownership. Gaining greater control over one’s economic assets represents a fundamental value of a market-based system. In contrast to a more concentrated economy, a nation of dispersed communities, self-employed people, and homeowners promises not only greater equality but better prospects for broad economic growth.91


      Restoring grassroots entrepreneurship is critical to the future of capitalism. To maintain its legitimacy, noted historian Fernand Braudel, a capitalist society must thrive at “its very roots,” which is at the local and small-scale basis. This reality was recognized by, among others, Vladimir Lenin, founder of the Soviet state:


      



      Small-scale commercial production is, every moment of every day, giving birth spontaneously to capitalism and the bourgeoisie. . . . Wherever there is small business and freedom of trade, capitalism appears.92


      The Culture War Worth Having


      America’s unique culture rests on the twin pillars of widespread dispersion of property and a pattern of voluntary collaboration. In their varied and scattered communities, Tocqueville noted, Americans reveled in “associations,” which often performed many services that, even in nineteenth-century Europe, were provided by the state or the state church.93 This sense of self-reliance marked a key dividing line between the independent spirit of America and the feudal model, where social order, as Johan Huizinga noted, was “venerable and lasting” as well as “ordained by God.”94


      In contemporary America, the attempt by the Clerisy and their allies to provide a central dominating ideology, and to expand the regulatory scope of government, threatens this sense of autonomy and self-help. It turns to government, particularly on the federal level, to take the role of families, churches, and local organizations. This attempt reflects a more important cultural conflict than the misguided efforts by social conservatives to ban gay marriage or the attempts to establish Christianity as a state religion.95


      The real issue revolves around the future of the American family. The family has long been marked for extinction among political radicals, and its demise is also now widely celebrated by both progressive pundits and some business interests. In his provocative 2012 book Going Solo, Eric Klinenberg points out that the percentage of Americans living alone has skyrocketed from nine percent of all households in 1950 to roughly 28 percent today. In Scandinavia, the percentage of single households is even greater: 40 to 45 percent. Klinenberg traces this to, among other things, greater wealth, the growth of welfare states, the women’s movement, and the rise of what sociologist Émile Durkheim called “the cult of the individual.”96


      This shift is particularly true in parts of the country that have become exceedingly expensive for the kinds of housing favored by most families.97 Yet far from the liberating force seen by some, the decline of the family unit, and of marriage, has greatly exacerbated class divisions. Broken families are among the leading causes of downward mobility; more than 20 percent of single-parent families live in long-term poverty compared to only 2 percent of two-parent families with children. According to research by Penn State demographer Molly Martin, fully 40 percent of the increase in income inequality can be traced to a decayed family structure.98


      Other elements of social community—notably religious institutions—have, like the family, served critically as supports for upward mobility. Church affiliation, if not in free fall, is clearly on the downward trend, particularly among the working class and the young, although interest in spiritual values does not seem to be waning. Secularism, singleness, and childlessness have gained particular social cache for over a generation, especially among the well-educated. Contemporary social thinking, as epitomized by “creative class” theorist Richard Florida, essentially links “advanced” society to the absence of religious values. Indeed, the current fashions in urbanism not only disdain religiosity but often give remarkably short shrift to issues involving families.99


      The question is not whether there should be a debate or, if you will, a “war” over culture, but on what terms this struggle should be waged. History does not move backwards, and trying to inspire the next generations to live or think like their parents or grandparents simply lacks any serious appeal and is profoundly ahistorical. There is truth to the Democratic claim that conservative Republicans suffer a “modernity deficit” that could assure them permanent minority status.100


      Sadly, neither of the rising political tendencies—what might be seen as Clerical liberalism and its libertarian counterpoint—addresses such fundamental social deficits. The Clerisy tends to supplant the family with the state and informal arrangements among individuals. Economically focused libertarianism, rapidly becoming the intellectual foundation of modern conservatism, is almost psychologically incapable of addressing such social issues. “The libertarian priority is meeting market needs,” observed one commentator. Other issues are secondary, or they are seen as curable simply through market mechanisms.101


      Markets are wonderful things, but what if, as they evolve, they can also tilt against families and communities? When everything boils down to what Marx called “the cash nexus” or simple individual “empowerment,” then having children, or committing to marriage, becomes far less palatable. It’s easy for well-heeled tech entrepreneurs or inheritors of vast wealth to speak about principles of classical liberalism, but if free markets fail to serve society’s needs, then popular support for competitive capitalism will necessarily fade. In order to restore, and strengthen, the moral foundation upon which capitalism relies, there remains a need for changes that encourage self-sufficiency in the tax system, through reforming education and expanding those parts of the economy most likely to drive middle- and working-class opportunities.


      Standing Up to the New Class Order


      “We can have democracy in this country, or we can have great wealth concentrated in the hands of a few,” Supreme Court Justice Louis Brandeis once said, “but we can’t have both.”102 This notion is not so much anti-capitalist, or even anti-market, as it is against the concentration of power and wealth in few hands, the very possibilities that worried founders Jefferson and Madison.


      Increasingly, American politics resembles not so much a rising democracy as an emerging plutocracy, with dueling groups of billionaires right and left determining most political choices. The wealthy have always played an outsized role in our politics, but today, emboldened by Supreme Court rulings, professional electoral consultancies, and weakened controls on campaign contributions, Oligarchs are dominating the electoral map in ways not seen since at least the abuses of the Nixon years.


      This can be seen in the emergence of conservative Oligarchs like the energy billionaire Koch brothers and the heirs to the Walmart fortune, who have become a major focus for progressive concerns and a standard talking point for Democrats like Senate Majority Leader Harry Reid.103 Yet although wealthy conservatives remain a powerful force, much the same reliance on the Oligarchs can be found increasingly in the Democratic Party. In fact, an examination of campaign contributions reveals that the majority of America’s wealthiest households seem more inclined to what is considered the left. Among the .01 percent, who increasingly dominate political giving, the largest contributions, besides the conservative Club for Growth, backed by Republican Oligarchs, went to left-leaning groups such as Emily’s List, Act Blue, and Moveon.org. Liberal groups accounted for eight of the top ten ideological causes of the ultra-rich; seven of the ten congressional candidates most dependent on their money were Democrats.104


      The rise of Oligarchic politics in both parties threatens the very viability of the democratic system. It allows specific interests—developers, Wall Street, Silicon Valley, renewable or fossil fuels producers—enormous range to make or break candidates. As the powerful battle, the middle classes increasingly become spectators. This battle of the Oligarchs increasingly resembles the decadent phase at the end of Greek democracy or the late Roman Republic. The nation’s founders were well aware of that history and drew their inspiration not from imperial models but those of earlier republics, not only in the classical world but in Enlightenment Europe.105


      As in the initial progressive era, which produced Brandeis, Americans today are alarmed, and rightfully so, by this concentration of wealth and power. Nearly sixty percent, for example, favor some steps to increase the distribution of wealth, almost twice as many who felt the current system was “fair.”106 Sentiments in this direction are even stronger among millennials, with some surveys suggesting that the majority are even sympathetic to socialism.107


      Yet, there are signs that many millennials, and most Americans, may not favor the traditional “top-down” approach to income distribution advocated by some progressives. Their approval of Congress, the White House, and other key government institutions has eroded, according to a recent Harvard Institute of Politics study. Young people, notes polling director John Della Volpe, have experienced “an erosion of trust in the individuals and institutions that make government work.” This is reflected by increasing alienation not only from the Republicans, who remain enormously unpopular, but increasingly from President Obama and the Democrats as well.108


      According to generational chronicler and long-time Democratic activist Morley Winograd, this alienation stems in part from millennials’ experience with government, which often seems clunky and ineffective. “Millennials,” he notes, “have come to expect the speed and responsiveness from any organization they interact with that today’s high tech makes possible.” Experiences from the NSA scandal to long lines at the DMV to the botched website rollout for Obamacare, he suggests, cause “millennials to be suspicious of, if not downright hostile to, government bureaucracies.”109


      Ultimately, most Americans, not only millennials, express concern about the evolving class structure, but they remain skeptical about the government’s ability to do much about it. Less than one in five Americans trusts the federal government. Concern over inequality is widespread, but barely two in five see strong federal action as a reasonable way to address it. There may be a groundswell for the social democratic goals of the New Deal, but it does not likely extend to the reimposition of highly centralized policy prescriptions.110 This suggests that perhaps we need to develop a new focus that is neither reflexively hostile (as some Tea Partiers appear) to government per se nor simply interested in expanding the list of self-interested political clients. The key to future effective government lies not so much in its radical downsizing but in dispersing power to the local level, something that fits into both the mentality of the new generation and the decentralist traditions that have animated our history.


      This notion works against the current drive to consolidate power at the national level.111 The tendency of administrations to rule through executive orders or regulatory agencies has been growing, particularly during the Obama years, stimulated in part by the exigencies of the Great Recession and then the loss of the House in 2010. Although these steps have been widely endorsed by liberal activists, thoughtful people on the left, such as Yale’s Jacob Hacker, understand that such abuses of power could threaten civil liberties and liberal reforms, particularly if there were a change of party in the White House.112


      Ultimately, the middle classes cannot thrive if power is concentrated in a few hands. The more influence accrues to Washington, the more power to those who can best play “the game” there.113 The larger the government, generally speaking, the less influence exercised by individuals not connected with the power elites. Despite claims to the contrary, attempts to consolidate cities or expand regional government also frequently end up with higher costs rather than more dispersed arrangements.114


      In the twenty-first century, with our ubiquity of information, local governments now have access to the kind of expertise that previously required large bureaucracies. There are many areas—water, air quality, arterial road infrastructure—that require cooperation along regional lines. Of course, there are times, as in the case of slavery or racial discrimination, or basic protections for food safety or water and air quality, that the intervention of the federal government has been necessary. But for the most part, the best approach, whenever possible, is to allow localities to control their own fate. It is a decentralized, bottom-up system that, for the most part, has worked for America.


      Can the Middle Class Challenge the Oligarchs?


      The prospects for standing up to the new class order may not be as daunting as many assume. In the Middle Ages, it took nearly a millennium for such dissent to mount a serious challenge. The numerous peasant rebellions that occurred in Europe, China, and elsewhere lacked the intellectual firepower to build a coherent resistance to the ruling order. Change occurred only with the onset of capitalism and the expansion of literacy. In contrast, today’s dissenters are both literate and empowered by information technology. This gives them new weapons to challenge the Clerisy and their allies.


      To build resistance against oligarchy and central control requires a new understanding of class dynamics. The nature of the new order—notably the rise of the Clerisy and the tech Oligarchs—tends to shift the nature of the conflict in ways that defy much of what we have traditionally believed. In many cases, as shown above, the “left” frequently, albeit not purposely, defends entrenched privilege and wealth of a certain kind, and opposes those things, such as single-family houses or industrial jobs, traditionally associated with upward mobility.


      What is necessary, then, is the development of a new politics that starts, first and foremost, with the question of how to both reduce inequality and boost opportunity. This will be opposed by certain influential actors in both political parties. As Elizabeth Warren has noted, the priorities of both the Bush and the Obama administrations after the financial crisis were not to help the millions damaged by the Great Recession. “The government’s most important job,” she remarks, “was to provide a soft landing for the tender fannies of the banks.”115


      Warren’s observation reflects the influence exercised by the Oligarchs in both parties. A recent Mercatus Center report confirms this: politically connected banks received larger bailouts from the Federal Reserve during the financial crisis than those financial institutions that spent less or nothing on lobbying and contributions to political campaigns. Another study by two University of Michigan economists found a strong correlation between receiving TARP assistance and a company’s degree of connectedness to members of congressional finance committees.116


      Right now most of the easily identified opposition to the new class order comes from the fringes. The Tea Party, for example, had its origins in opposition to the bank bailouts that followed the financial crisis. This, not surprisingly, has made some large bank executives as wary of this right-wing movement as they were of Occupy Wall Street.117 And they should be. Opposition to ever closer relations between powerful business interests and government is now widely felt, with the vast majority feeling that government contracts go to the connected, while less than one-third believe that the country operates under a free-market system.118


      Of course, the right and left may offer different solutions to the new class conflict, but the first step is for people on both sides to recognize the current drift toward a society that offers dismal prospects for the middle and working classes. This trajectory breaks with the historic experience that, for all its obvious flaws, has made America the greatest success story of modern times. Instead of accepting decline, and ever less social mobility, we must forge a future that also offers the chance for the fulfillment of aspirations. We need to provide the next generation with something other than just memories of a former American dream. We should offer them a full chance to experience it for themselves.
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