



[image: image]













[image: image]
















Copyright © 2021 by David Wessel


Cover design by Pete Garceau


Cover copyright © 2021 by Hachette Book Group, Inc.


Hachette Book Group supports the right to free expression and the value of copyright. The purpose of copyright is to encourage writers and artists to produce the creative works that enrich our culture.


The scanning, uploading, and distribution of this book without permission is a theft of the author’s intellectual property. If you would like permission to use material from the book (other than for review purposes), please contact permissions@hbgusa.com. Thank you for your support of the author’s rights.


PublicAffairs


Hachette Book Group


1290 Avenue of the Americas, New York, NY 10104


www.publicaffairsbooks.com


@Public_Affairs


First Edition: October 2021


Published by PublicAffairs, an imprint of Perseus Books, LLC, a subsidiary of Hachette Book Group, Inc. The PublicAffairs name and logo is a trademark of the Hachette Book Group.


The Hachette Speakers Bureau provides a wide range of authors for speaking events. To find out more, go to www.hachettespeakersbureau.com or call (866) 376-6591.


The publisher is not responsible for websites (or their content) that are not owned by the publisher.


Library of Congress Cataloging-in-Publication Data


Names: Wessel, David, author.


Title: Only the rich can play : how Washington works in the new gilded age / David Wessel.


Description: First edition. | New York : PublicAffairs, 2021. | Includes bibliographical references and index.


Identifiers: LCCN 2021005455 | ISBN 9781541757196 (hardcover) | ISBN 9781541757202 (ebook)


Subjects: LCSH: Parker, Sean, 1979- | United States. Tax Cuts and Jobs Act. | Enterprise zones—United States. | Business enterprises—Taxation—Law and legislation—United States. | Rich people—Taxation—United States. | Tax havens—United States. | Economic development—Corrupt practices—United States.


Classification: LCC HD257.5 .W47 2021 | DDC 338.8/7—dc23


LC record available at https://lccn.loc.gov/2021005455


ISBNs: 9781541757196 (hardcover); 9781541757202 (ebook)


E3-20210829-JV-NF-ORI


















To Bruce, Paul, and Lois, my inspiring siblings
















Explore book giveaways, sneak peeks, deals, and more.









Tap here to learn more.







[image: PublicAffairs logo]















Introduction



BLUE DUCK TAVERN IS ADJACENT TO THE LOBBY OF A PARK Hyatt hotel, which sits alongside other luxury hotels, pricey condos, and fine dining restaurants in Washington’s West End neighborhood, between the White House and Georgetown. The tavern is the sort of place that has a nineteen-page wine list, boasts of its humidity-controlled tea cellar, had a Michelin star for a couple of years (it lost it in 2019), and draws the likes of Barack and Michelle Obama, who celebrated their seventeenth wedding anniversary there. Its open-plan kitchen allows diners a view of chefs working over a Molteni range that was custom made in France at a cost in the high five figures.


One evening in September 2013, four Washington insiders and one Silicon Valley billionaire wunderkind met for dinner at Blue Duck. The host—and star—was thirty-five-year-old Sean Parker, founder of Napster and first president of Facebook. He was in town to shop one of his many really big ideas over a long, boozy meal.


“It’s hard to remember because so much wine was flowing,” says Jared Bernstein, a left-leaning economist (and now a member of President Biden’s Council of Economic Advisers) who was at the table. Change-the-world banter was flowing freely, too. At one point, Bernstein remembers Parker telling him he’d cured cancer. “I said, ‘What the fuck are you talking about?’ He said, ‘I have this regime. It costs $50 million. There’s a 50 percent chance you are cured and a 50 percent chance it kills you.’ That’s what it was like.” (Parker’s spokesperson denies he said that.)


But Sean Parker hadn’t come to the nation’s capital with a cure for cancer. He was pushing another audacious idea: to convince Congress to embrace a scheme that would encourage very rich people to invest in left-behind parts of the country in exchange for a generous tax break.


Also at the table that night was the yin to Bernstein’s yang: Kevin Hassett, a conservative economist (and later chair of President Trump’s Council of Economic Advisers). The other co-conspirators were two young Washington up-and-comers hired by Parker to accomplish his improbable goal of building a bipartisan coalition in Congress to write his idea into law: Steve Glickman, a Democrat who had left the Obama White House, and John Lettieri, a Republican who had quit a job helping to lobby on behalf of US subsidiaries of foreign corporations to join Parker’s crusade.


Big-time Silicon Valley entrepreneurs and investors like Parker style themselves as visionary, risk-taking disrupters. They swing hard and miss more often than not, but sometimes they hit. And when they do, they exit with a couple of billion dollars, as Parker did at Facebook.


Parker’s latest bet—still short on details—had three basic premises.


One, the existing, bureaucratic ways of boosting Rust Belt cities, shrinking rural towns, and deteriorating pockets in otherwise prosperous urban areas were failing. They weren’t bold enough.


Two, there was a lot of money in the portfolios of people like Parker—including fellow billionaires Mike Milken, the onetime junk bond king; Jim Sorenson, a very successful serial entrepreneur from Utah; and Dan Gilbert, the cofounder of Quicken Loans. These emblems of the new Gilded Age, Parker surmised, would readily flood capital-starved neighborhoods with money if doing so offered tax savings free of nettlesome rules.


Three, market forces work better than government rules or programs. They can and should be harnessed to bring private money to downtrodden communities.


The odds were decidedly against Parker. Other very rich, very smart people have seen their big ideas make headlines but never make it through Congress. Washington’s reporters and pundits ooze cynicism about start-up billionaires attempting big social change. Underscoring the skepticism of his peers, Parker once joked publicly that his friend and onetime business partner, Peter Thiel (founder of PayPal and Palantir Technologies, and the first outside investor in Facebook) bet him $1 million he couldn’t get the bill passed.1 (Parker tells me that as he was brainstorming about the concept, he asked Thiel if he would be tempted to put some of his profits from selling stock into businesses located in economically distressed neighborhoods, if by so doing he could avoid paying taxes. Thiel said, sure, but you’ll never get that through Congress, and facetiously offered to bet that Parker would fail. Parker didn’t take the $1 million wager seriously and, in any event, Thiel never sent a check.)


But Parker succeeded. His idea became law in late 2017, creating 8,764 Opportunity Zones across the United States and its territories.


In Baltimore, about fifty miles north of Blue Duck Tavern, Rev. Donté Hickman, a locally prominent pastor and economic-development advocate, has soured on Parker’s idea. In 2018, Hickman stood next to President Trump and celebrated Opportunity Zones as a key to economic revitalization. Two years later, still waiting for the first Opportunity Zone dollar to arrive in his East Baltimore neighborhood, which is scarred by vacant lots and empty brick row houses, Hickman has become a critic. Investors are taking advantage of the tax break, he says, but the money is going into already gentrifying places. “It’s all about the money,” he says. Giving wealthy investors a tax break is no substitute for simply investing public money into rebuilding neighborhoods like his.


Parker’s Opportunity Zone law has one element in common with the $50 million cancer cure he breezily described to Bernstein: only the rich can play. But in contrast to his cancer cure’s risky fifty-fifty survival rate, the odds of winning from the tax break are distinctly higher for investors. Indeed, one reason Hickman isn’t seeing investment pour into East Baltimore is because other cities offer safer investments. And that’s where the bulk of the money seems to have gone: to pricey condos in Portland, Oregon; to luxury student housing in Louisville, Kentucky; to a boutique hotel in New Orleans; to self-storage units in San Antonio. Not exactly left-behind places or downtrodden communities.


Opportunity Zones got traction in part because they were styled as a solution to twenty-first-century America’s increasingly severe problem of economic inequality, a phenomenon exacerbated by the uneven recovery from the 2008 global financial crisis and by the COVID-19 pandemic. Some people and places are doing very well, but many are not, and the gulf between them is growing. Opportunity Zones are a peculiarly American solution to the problem, one that reflects an antipathy toward raising taxes to support big government investment. In the United States, taxes at all levels of government account for about 24 percent of gross domestic product (GDP), well below the 34 percent average of developed countries, according to the Organisation for Economic Co-operation and Development.2


The go-to solution for every economic problem when Republicans are in power is a tax cut. Tax cuts are essentially attempts to bribe the richest Americans to move their money to whatever place, business, activity, or charity is popular with politicians at the time. They allow politicians to brag they’ve done something worthwhile and simultaneously win the gratitude of the (almost always) rich constituents who enjoy the savings. And because many Americans think a tax cut costs the government less than an equivalent expenditure, elected officials usually avoid political fallout. The problem is that tax savings for the rich always materialize; the promised benefits to the left-behind don’t always show up.


When I first heard about Opportunity Zones—or OZs, often pronounced Oh-ZEEs, sometimes pronounced Oz, like the Wizard, and occasionally called OH-zones—I was intrigued. OZs were stealthily inserted in six pages of the 185-page Tax Cuts and Jobs Act of 2017, largely thanks to the determination of Sean Parker’s chief congressional ally, Republican Tim Scott of South Carolina, the first Black man to be elected to the US Senate from the South since Reconstruction.


I wondered how a political novice like Parker had taken his dream from conception to Donald Trump’s signature in less than five years, without a single congressional hearing or significant public scrutiny. And how had he done it with a campaign that cost a relatively modest, by Washington lobbying standards, $11 million? What did his success reveal about how Washington works in this new Gilded Age? And who was playing the OZ game now that it was law? Would Parker’s brainchild disrupt old notions about fighting poverty and really lift up left-behind communities? Or was it fatally warped by aversion to government oversight and excessive faith in unfettered markets as the best way to achieve social good? Opportunity Zones were clearly a big tax win for the wealthy, but did they also do some good for the poor folks and neighborhoods in whose name they were sold?


I wanted to know more about Parker’s gamble. So I went to Vegas.
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CHAPTER ONE



And You Don’t Have to Die…


MANDALAY BAY RESORT AND CASINO SITS AT THE SOUTH END of the Las Vegas strip. It has 3,209 hotel rooms on forty-three floors (five set aside as the upscale Four Seasons Hotel Las Vegas), twenty-four elevators, and 135,000 square feet of casinos. Gold leaf lines the windows, giving the building a gleaming sheen in the desert sun. The floors have been renumbered to eliminate “32” from the elevator buttons: the floor from which Stephen Paddock opened fire in October 2017, killing fifty-eight outdoor concertgoers below.


On a sunny day in May 2019, before the COVID-19 pandemic, the hotel is packed, mostly with gamblers, tourists, and showgoers. The check-in line is long despite largely unused automated check-in kiosks nearby. I walk along the lobby’s garish, boldly geometric rugs, the kind one sees only in big hotels, through the noisy, purple-lit casinos, past Fleur by Hubert Keller, Aureole, Libertine Social, Lupo by Wolfgang Puck, and a dozen other restaurants, and past an eleven-acre water park called Mandalay Bay Beach. I eventually reach the hotel’s adjacent convention center and the foyer outside the South Pacific—each ballroom’s name echoes the hotel’s theme—to register for the Opportunity Zone Expo.1


I know the basics of the OZ game, but not much more.


Rule number one is that, unlike the hundreds of slot machines I just passed, this game can’t be played by most Americans. Players must have a capital gain: a profit from the sale of stock, real estate, art, or some other asset. Fewer than one in five American households has any unrealized (that is, unsold and untaxed) capital gains from financial assets, excluding equity in their homes. And couples with 2019 taxable incomes (that is, after all deductions) under $78,750 are already exempt from capital gains taxes, should they be lucky enough to have any gains at all. This OZ convention targets a select crowd.


Two, if you put capital gains in a Qualified Opportunity Zone Fund—more than a thousand have appeared in the past couple of years—and that fund invests in one of the 8,764 census tracts across the country designated as OZs (more on that later), you can defer tax on those capital gains until 2026. Paying taxes later is always better than sooner: you get to use the money in the interim. Deferred taxes on capital gains are essentially interest-free loans from the government to investors.


Three, if you get in early and stay in for seven years, you not only defer your payments but also shave 15 percent off the capital gains tax you’ll owe in 2026.


Four, and this is the big carrot, if you hold onto your Opportunity Zone investment for at least ten years, you won’t pay any capital gains taxes—zero—on profits made from that investment.


Here’s how it works: Say you sell some stock and turn a $1 million profit. Ordinarily you’d owe the federal government $238,000 in taxes (the 20 percent capital gains rate plus the 3.8 percent net investment income tax) when you file your tax return. Put that $1 million into an OZ fund, though, and you defer those taxes until 2026. If you put the money in a fund before the end of 2019, you’ll owe only $202,000 instead of $238,000. Hold onto that $1 million OZ investment for ten years, get an annual return of, say, 8 percent (most real estate deals promise a lot more than that), and you’ll have an asset worth $2.2 million. And you won’t have to pay any capital gains tax on your $1.2 million profit.


Americans, mostly wealthy Americans, pay a lot to the federal government in capital gains taxes: more than $130 billion in 2017, the year OZs became law.2 It’s no wonder that so many people have flocked to an OZ convention, including the well-off who want to learn how to cut their own taxes and the hundreds of promoters and middlemen who want to help them.


Rule number five: unlike nearly every other federal program aimed at luring private money to poor neighborhoods, there is currently no limit to how many people can play the OZ game, or how much in taxes they can avoid.


And, six, there’s no application process and no government official certifying that projects fit the law, although the IRS can audit you later to confirm you followed the rules—rules that, in May 2019, the Treasury and IRS have yet to publish to clarify precisely what steps investors need to take to qualify for the tax break, to define terms such as “substantially all,” and to detail how the IRS interprets the bare-bones language of the law. But one thing is clear: the statute has no requirement that an OZ investment create jobs or help people who live in the designated zone, or that the local community even be consulted. And there’s no authoritative data yet on how much has been invested in Opportunity Zones or where the money has gone or for what purpose.


It’s clear why the OZ tax break unleashed a flurry of interest from the wealthy, investment funds, real estate developers, and conference organizers. I’m here to witness tax-avoidance capitalism firsthand.



THE NEW GOLD RUSH


Outside the South Pacific ballroom, I get a badge to hang around my neck from a lanyard, and a small, silver foil-lined shopping bag with “OZ” printed in blue and white letters. Inside the bag is a six-by-eight-inch, 188-page book printed on high-grade, glossy paper. The book features bios and photos of speakers, from Derek Armstrong of the Nevada Governor’s Office of Economic Development (a lawyer who spent five years in the Marine Corps) to Johnney Zhang, a Los Angeles developer. It also lists sponsors in order of generosity, from LA hotel and multifamily housing developer Relevant Group (the sole “Diamond & Lanyard Sponsor”) to Mainstream Group Holdings Limited, an Australian firm that provides administrative services to asset managers (a mere “Panel Sponsor”).


I’m not used to attending conferences where I don’t know anyone, so I scan the people milling around as I wait for the first session to begin. They are mostly, though not all, white and male. The tax lawyers and accountants wear ties. The real estate men wear sports jackets, no ties.


One man stands out. Robert Whyte is wearing a cowboy hat wrapped with a piece of white paper that says, in large black letters, “Looking for OZ Funds. Operating business looking to expand and acquire a building.” He is very pleased with the attention he is getting, and with the number of people taking his one-page leaflet.


Whyte has a factory that does contract packaging for wine and liquor—legally known as a distilled spirits plant—that has outgrown its facility in Downey, California, south of Los Angeles. He is looking for $3 million to relocate to an OZ in Southern California. Besides putting liquor in pouches and bottles, Whyte’s company also makes vitamin water designed for dogs, which he insists is the next big thing. On his LinkedIn page, Whyte claims to have earned an MBA at the School of Hard Knocks, “learning how to deal with unethical people and survive.”


Before starting his contract packaging business, Whyte spent about twenty years as a low-profile investment banker. He tells me he previously raised $1 billion in EB-5 funds, through a US government program that offers visas to foreigners who invest in US businesses.3 I listen to Whyte skeptically, but as I scribble notes I think, this could be a fun few days.


This is what a modern-day gold rush looks like. Few people noticed the Opportunity Zone provision when the tax bill went through Congress just before Christmas 2017. There were too many bigger tax breaks to ponder. It took several weeks for most tax lawyers and accountants, wealth advisers, real estate developers, and reporters to discover it. The first New York Times story didn’t appear until the end of January 2018. The first Wall Street Journal story ran in July of that year. But by May 2019, around one thousand extroverts are at Mandalay Bay to talk, listen, and learn about OZs, and—if they’re lucky—to make a deal.


There are all sorts of people at this convention, drawn together by the possibility of making money and reducing their taxes. But given that Opportunity Zones were sold as a way to steer investment toward left-behind communities, there are notable absences. I don’t come across, say, many heads of local economic-development groups or capital-starved entrepreneurs based in poor neighborhoods.


Instead, I meet proselytizers and the DC insiders who wrote the bill; they know what OZs are meant to do and want them to be a success. There are investors with money—capital gains, to be precise—who are intrigued by the possibility of reducing their tax bill and interested in influencing the rules the Treasury and IRS will write to administer the law. There are business owners, like Whyte, looking for investors, and real estate developers eager to boast about the money they’ve already raised. There are people who’ve discovered they own property in an Opportunity Zone and are hoping to cash in. And then there are the middlemen—legions of lawyers and accountants, financial advisers and wealth managers, consultants and service providers, podcasters and website operators—panning for their share of the gold as money flows from rich people to buildings and businesses in Opportunity Zones.


THE PROSELYTIZERS


Steve Glickman is one reason OZs exist, so he gets star billing on day two of the OZ Expo: a one-on-one interview at the opening plenary with Ali Jahangiri, whose company organized the conference. After a few years in the Obama administration, Glickman accepted Sean Parker’s offer to run the Economic Innovation Group (EIG), a think tank Parker created to promote OZs and which ultimately made them a reality.


About eight months before the OZ Expo, and five and a half years after launching EIG, Glickman cashed in: he quit EIG to form his own company, Develop LLC, to consult for OZ investors and developers or, as he puts it, to be a consigliere for big OZ funds. Glickman, in suit and tie, sits on stage in a big, boxy armchair. Jahangiri, suit but no tie, sits in a matching chair. Behind them is an American flag and “OZ” in big blue and white letters.


Glickman explains how OZs went from an idea on the back of an envelope to a white paper to legislation, describing the 2017 Tax Cuts and Jobs Act as “a ship for our little stowaway of legislation to latch onto” while “not too many people were paying attention.” OZs, he says, are “a Marshall Plan for the heartland.”


Shay Hawkins, another player in the OZ origin story, is also in Las Vegas. The agenda lists him as an aide to Tim Scott, the chief Senate backer of OZs. Hawkins, a lawyer and investment banker, was a key behind-the-scenes agent for Scott as he maneuvered to get OZs included in the 2017 tax bill. But the agenda is out of date: Hawkins has just quit the Senate job to become founding president and chief executive of the newly formed Opportunity Funds Association, a trade association that promotes OZs.


Hawkins speaks very briefly at the opening of a panel, emphasizing that OZs have bipartisan support (“which has implications for us going forward”) and prescribing a strategy for pressing the Treasury for investor friendly regulations. “We don’t need 150 letters asking for 150 things,” he says. “We need 150 letters asking for three things.” (He doesn’t say what those three things are.) Hawkins is silent for the rest of the panel, and no one directs a question to him. Afterward, though, he draws a small crowd of people around his wheelchair—he was injured in a car accident in 2009—who want the latest gossip from Washington.


THE INVESTORS


In a wide ballroom set with classroom-style rows of narrow tables, a stage at the front, big video screens at either end, and more people than chairs, I snag a seat next to a slim, sixtyish woman with closely cropped gray hair. Cindy Leuty Jones, from Los Angeles, was a respiratory therapist and model when she was young and, later, a real estate investor and developer.


Her friend is starting an Opportunity Zone fund and wants her to help run it, but Jones isn’t interested. How come? “I already have a boatload of money, and my husband has a bigger boatload of money,” she says matter-of-factly.


The couple lives in a ten-thousand-square-foot house on seven acres, in a gated community on Moraga Drive in Bel Air and has substantial real estate holdings in Southern California. “But it’s hard to be Type-A retired,” she says. She has lots of interests—posting videos of her exercise routines on Facebook, fundraising for the Jack and Cindy Jones Youth Center and other charities, and self-publishing self-help books, the latest of which is titled, DOABLE: Little Decisions That Will Transform Your Life.


So, if she’s not getting into the OZ business, why come to the OZ Expo? Well, she owns an Andy Warhol painting that she bought for $35,000 shortly after he died, thirty years ago. It’s worth millions now, and she’s thinking of selling it and investing the substantial capital gain in an Opportunity Zone fund. The painting is small—ten inches by twenty inches—and isn’t prominently placed in her house; it’s in her second-floor study. She’s not emotionally attached to it, she says.


What is it a painting of? Three dollar signs: $ $ $.


Later, in another ballroom, this one with round, banquet-style tables, I meet Jim Goldfarb. He has been a McKinsey consultant, an associate at Bain Capital, a principal at a private investment company backed by the Milken family and Larry Ellison, a vice president of MP3.com and, since 2001, founder and managing partner of Broadstream Capital, a Los Angeles merchant bank.


Goldfarb tells me he sold Antares (maker of Auto-Tune software for vocal musicians), a company he’d owned since 2016, to a New York family office two weeks prior. He’s looking for some place to put his capital gains, and he wants to diversify into real estate. His accountant alerted him to OZs; he’s interested in learning more and scouting possible deals. This is his second OZ conference. “If I am going to invest in real estate,” he tells me, “I might as well do it in a tax-advantaged way. I want my investment to be passive. I don’t want to be a developer. I don’t want to be an owner.”


THE REAL ESTATE PROS


During a panel at which different flavors of real estate developers (multifamily, big-city, small-scale) describe the potential for OZs in their niches, Mohi Monem from Atlanta-based Arcis Real Estate Capital (known as ArcisRE) talks about the attractiveness of OZs as a way to invest in apartment buildings aimed exclusively at college students. These tenants may be rough on apartments, but they are reliable rent payers, they have parents willing to cosign a lease, and landlords can raise their rent every year. It’s a market in which his company was active before OZs. Monem reports that more than eighty colleges have OZs adjacent to their campuses.


ArcisRE was spun off in 2019 from a private-equity firm that advises and manages money for foreign investors—Monem once worked with wealthy folks from Dubai—to concentrate on connecting OZ investors with developers of student housing, apartment buildings, and hotels. The spin-off’s press release oozed enthusiasm: “The Opportunity Zone program could prove to be a windfall for both investors and low-income census tract communities. Having been involved in Opportunity Zones since early 2018, ArcisRE has built a network of capital relationships looking to invest in Opportunity Zone deals within its specified sectors of focus.”4


Monem is sober, calm, and measured compared to another panelist, Jimmy Rose, who sports a look-at-me powder-blue suit. Rose is from Saint George, a rapidly growing city of about 87,000 in the southwesternmost corner of Utah, a small section of which qualified for OZ status partly because it is home to Dixie State University; students show up as poor in census data. Settled in the 1850s, Saint George is reputedly named for Mormon apostle George A. Smith (known as the “Potato Saint” because he urged early settlers to eat raw potatoes as a cure for scurvy).


A developer and contractor, Rose discovered OZs in June 2018, when a state official showed him a letter from the governor designating Utah’s forty-six zones. Much to his chagrin, Rose and his wife had purchased five properties in Saint George’s compact downtown Opportunity Zone on December 7, 2017—twenty-four days too early to qualify for the OZ tax break. Nevertheless, Rose found a way to exploit the benefit, turning his real estate company into a Qualified Opportunity Zone Business, which will allow him to escape capital gains taxes if the value of the business grows.


Because Rose doesn’t like learning about things secondhand, he flew to Washington for the first IRS hearing on OZ regulations, which was postponed when a congressional budget dispute caused a government shutdown. Rose went back for the rescheduled hearing on February 14, 2019. There is a lot of misinformation about OZs, he says. He holds up two pink folders. One contains the first set of OZ regulations (73 pages, he says); the other, the second set (168 pages). “Read it yourself. Don’t rely on your accountant and attorney to tell you what it says. When an attorney or CPA says, ‘you can’t do that,’ ask for the citation.” A New York tax lawyer on the same panel looks on incredulously.


THE MONEY SEEKERS


An early afternoon panel, “Investor Types 101: Learning more about individual investors, family offices, investments banks,” draws a standing-room crowd. At Q and A time, Susan Iwamoto, in the back of the room, has a question. She stands out in her geometrically patterned, indigo-blue cotton poncho; she definitely isn’t a tax lawyer or developer. Iwamoto’s family owns a boatyard on just over an acre of land in Costa Mesa, in Orange County, California, a couple of miles from the Newport Beach harbor. Together with neighboring landowners, they have fifteen acres available for OZ investment.


“I don’t know how we got an OZ,” she admits. “We live in one of the most affluent zip codes in the world.” I, too, wonder why her neighborhood made the OZ cut. It turns out census data show that one in three residents in Iwamoto’s census tract, many of them migrant workers, live below the poverty line.5 But Costa Mesa is adjacent to Newport Beach, home to more than a few of the billionaires on the Forbes 400 list.


The local government is anti-growth, she complains, and offers her no help. “So I thought I could come here and make something happen.” Much to their frustration, people like Iwamoto who owned land in an OZ before the law was created can’t easily take advantage of the tax break. Selling their land at a premium price is the best way to cash in (even though they’ll pay capital gains taxes).


From the podium, a panelist from a real estate investment trust says, “I want an exclusive on your property.” But he is joking. He suggests she find a local developer to partner with. Even before the session ends, she is surrounded by folks offering counsel and business cards. She smiles at the attention and is optimistic the trip to Las Vegas will pay off.


Also in Las Vegas looking for money is Pitichoke Chulapamornsri, whose business card identifies him as VP of International Business Development and Strategic Projects for two affiliated California-based firms, Crop One Holdings and its retail brand, FreshBox Farms. Crop One is growing leafy greens in energy-efficient, indoor vertical farms. Chulapamornsri has placed tiny lettuce plants on his exhibit hall table, distinguishing his display from the brochures, giveaway pens, and computer monitors on the others. His company has one farm in Boston and another underway in the Emirates, which he tells me will be the world’s largest vertical farm. They are soliciting OZ fund investors to raise money for a vertical farm in an OZ in the Austin–San Antonio corridor.


I ask him when he launched the fund.


“Yesterday,” he says.



THE MIDDLEMEN


Opportunity Zones will eventually save wealthy people money on their taxes, they will help real estate developers raise capital for future projects, and they may someday help people who live in needy neighborhoods. But the very first people winning at the OZ game are the middlemen.


OZ Expo organizer Ali Jahangiri has long made a living as a middleman, initially building online platforms to link doctors and patients, lawyers and clients. He currently runs a website on which experts answer questions about OZs, a slick OZ-focused magazine with ads, and (pre-COVID-19) $500-a-ticket OZ conferences. Before OZs appeared, he was running a website and overseas conferences for prospective EB-5 applicants: foreigners trying to obtain green cards by investing $1.8 million (or $900,000 in a Targeted Employment Area) in US commercial ventures, often real estate, that promise to create at least ten jobs.


It turns out a lot of the Las Vegas OZ Expo attendees—like Jahangiri and the cowboy-hat-wearing Robert Whyte—are veterans of the EB-5 business. They’ve made careers of selling dealmaking, paperwork-processing, or legal and accounting expertise, connecting foreigners seeking EB-5 visas with American developers seeking foreign money. The EB-5 program, now thirty years old, highlights the shortcomings of government attempts to drive private capital to socially beneficial ends. EB-5 has come under criticism for everything from national security dangers (Iranian and Chinese intel operatives buying green cards) to fraud (prosecutors have brought charges involving tens of millions of dollars).


Many middlemen at the conference are also well versed in a much older capital gains tax break known as 1031 like-kind exchanges.6 This one allows people to avoid paying capital gains taxes on the sale of an asset as long as the sale’s proceeds are used within 180 days to buy an asset of the same kind—trading, for example, an older apartment building for a newer one. Like-kind exchanges were first added to the tax code in 1921, to make it easier for property owners to sell to someone who would put the holdings to better use, and to reduce the hassle to farmers of replacing a horse or a plot of land with another. Over the decades, an industry grew up around arranging 1031 exchanges for all sorts of properties, even baseball players’ contracts.7 The 2017 tax bill banned 1031 exchanges for all assets except real estate.


The legacy of these two programs pops up everywhere at the conference. “When 1031 met EB-5 they had a love child—Opportunity Zones,” Jill Jones from NES Financial, a company that provides third-party administrative services for financial firms, says to me, smiling broadly. (OK, it’s an insider joke.)


A few speakers, like Steve Glickman, talk in lofty terms about the potential for Opportunity Zones to attract money to distressed communities and bring prosperity to the downtrodden, but not very many. People who come to an OZ Expo are interested in, well, making money and cutting their taxes.


Brad Cohen—a burly, balding Los Angeles business, real estate, and estate planning lawyer who doesn’t look like the Ironman triathlete the moderator mentions in his introduction—can barely contain his surprise at how generous the OZ tax break is. “They went overboard, in my opinion, to create benefits for people who have capital gains,” he says. He marvels at the already gentrifying census tracts designated as OZs: “Is there any place in Oakland that is not an Opportunity Zone?”


Cohen walks the crowd through the benefits of the tax break, including the provision that exempts all profits made on an OZ investment from capital gains if the asset is kept for ten years. The only other way to escape capital gains taxes, he notes, is to hold onto assets for your whole life and then pass them to your heirs, who won’t have to pay capital gains when they inherit the property.


This is better, he says: “You don’t have to die.”


In this crowd, that one-liner draws a lot of laughs.


Susan Rounds, a tax lawyer who advises wealthy clients of Deutsche Bank, sounds a more sober note: “You can’t let the tax tail wag the dog. You have to look at the investment itself.” This or a variant—OZs can’t make a bad investment good; they can make a good investment better—is like the chorus of a long song. Everyone knows the words and repeats them to me. But the focus at the OZ Expo is not on the quality of the underlying investments, it’s on the lust for tax breaks.


NEVADA CENSUS TRACT 68


The exhibit space at the OZ Expo is lame. There are none of the cool giveaways I recall from the pediatricians’ conferences my dad took me to when I was a kid. Inexplicably, one booth offers ways to remove wrinkles without surgery. I skip that one.


At a table with nothing but a laptop, a radio mic, and a one-page leaflet, I find Jimmy Atkinson from Fort Worth, Texas. He launched an online OZ directory and podcast at his ad-supported site, Opportunitydb.com, in August 2018, almost immediately after hearing Glickman tout OZs on an investment-advice podcast. “It’s kind of hard not to be excited about eliminating capital gains taxes forever,” Atkinson says. Well, it’s certainly hard not to be excited about that in this crowd.


Atkinson shows me an app on his phone that instantly maps OZs. The app opens to Las Vegas, and I see a little pulsing blue dot that indicates where we’re standing. Wait a minute, I say, we’re in an OZ now? Looks like it, he says.


I am sure this is a mistake. Mandalay Bay is in an OZ? I walk over to a booth where CoStar, a big-time commercial real estate information provider, is demonstrating its software on several big iMacs. Show me how it works, I say to the guy. Someone told me we are in OZ right now, I tell him. Can’t be, he says. He types a few strokes on the keyboard, clicks the mouse, and, looking surprised, tells me: Yes, we are.


Mandalay Bay and the Four Seasons are in Nevada census tract 68—along with the sphinx and pyramids of the four-star Luxor and the fairytale turrets of Excalibur Hotel & Casino. Much of the rest of the tract is consumed by the Las Vegas Airport, which makes this an unlikely, to put it mildly, Opportunity Zone. But the rules don’t care about how many people live in a tract, just the demographics of those who do. At the far northeastern corner of Nevada census tract 68, the Census Bureau finds about 1,700 households, many of them identified as Hispanic. About a third of the people living inside the boundaries of the tract are below the poverty line, and that’s enough to make the tract eligible for OZ designation. In an adjacent census tract, just to the west of Mandalay Bay, a $2 billion, sixty-five-thousand-seat football stadium is rising for the Las Vegas Raiders. The county planning office, more focused on local economic development than on the lofty goals expressed by OZ proponents, successfully lobbied the governor to designate both tracts as Opportunity Zones.


Back in my room in Mandalay Bay (I’ve opted not to splurge for the Four Seasons), with its view of the Las Vegas strip, I’m hooked. I need to know how Washington ended up offering the same tax break to Las Vegas real estate developers and entrepreneurs as it offers to those in South Central LA or impoverished communities in Appalachia. The story begins around 2013, with Sean Parker.
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CHAPTER TWO



Wizards of OZ: Sean Parker and the EIG Boys


SEAN PARKER IS NOT THE FIRST GUY YOU’D EXPECT TO LEAD A successful effort to make a big change in the tax code, but he’s been surprising people since he was a kid. His dad taught him to program on an Atari 800 when he was seven. When Parker was fifteen, he was caught hacking into corporate and military computer networks; the FBI raided his family’s suburban Virginia house. He was sentenced to community service at a library with other teenage offenders. At nineteen, he shunned college and, with buddy Shawn Fanning, founded Napster, the peer-to-peer music file–sharing service that blew up the music industry, until the courts shut it down for copyright infringement. After that, he raised venture capital for Plaxo, a service that automatically updated users’ electronic address books; the board threw him out in 2004.


That same year, when Parker was twenty-four, he spotted an early version of Facebook on the computer of a roommate’s girlfriend. He tracked down Mark Zuckerberg, then a sophomore at Harvard, and, on a whim, flew to the East Coast to meet him at a Chinese restaurant. A few months later, the two ran into each other on the streets of Palo Alto. Zuckerberg invited Parker, who was jobless but driving a BMW, to move into a summer house Facebook had rented. Over the next few months, Parker talked Zuckerberg out of returning to Harvard, helped him raise money from Peter Thiel, and became Facebook’s first president. Parker’s impact at Facebook was huge, but his tenure was short. The next year, police in North Carolina found cocaine after raiding Parker’s beach house. He was forced to leave the company, walking away with Facebook shares that would be worth around $2 billion when the company went public.1


In October 2010, a movie about the founding of Facebook, The Social Network, raised Parker’s already significant public profile, but not in a good way. Justin Timberlake plays the young Parker as a conniving opportunist who pushed out and ripped off one of the other founders. It’s a portrayal that neither Parker nor those who know him find accurate. He is more frequently described as brilliant, charismatic, egotistical, flaky, and loyal. Start-ups love his visionary big ideas. Venture capitalists hate his unpredictability. In his younger years, Parker was known for working hard, partying hard, and sleeping until early afternoon. Whatever the inaccuracy of the on-screen portrayal, Parker says he had “a hard time psychologically dealing with it.”2 It was released at a time when he was already down—he’d just ended a four-year relationship and was gaining thirty pounds while holed up in a hotel, recovering from knee surgery.


But Parker is resilient. In 2011, the thirty-one-year-old legend posed for the cover of Forbes, having made his debut on the list of America’s 400 wealthiest. He came in at number 200 with an estimated wealth of $2.1 billion. (On the 2020 list, he slipped to number 319, but his estimated net worth was up to $2.7 billion.)


Forbes reporter Steven Bertoni, who labeled Parker the “Picasso of business,” described the photo shoot, which took place at Parker’s lavish Greenwich Village townhouse (one sign of opulence: a mowed lawn on a third-story patio), with great gusto in a video interview with his editor.3


“He had a stylist come out from LA and they lined up all the clothes,” Bertoni said. “In the living room of his $20 million townhouse he had three racks full of Italian suits. There were twenty dress shirts still in the wrapping.… There were suspenders. There were his ties. There were twenty pairs of eyeglasses to choose from. So he had the stylist picking out what, together, what he wanted to wear. He had hair. He had makeup. He had catering. He had his publicist, and he had his fiancée, and he had a friend there, too.” (Bertoni called it “the Seantourage.”) “He’s extremely obsessive about design.… If he’s doing a photo shoot, he’s going to have ten people there to make sure it’s perfect for him, up to his standards.”


But obsession with appearances didn’t stop Parker from continuing to come up with—and invest in—new ideas. After joining Peter Thiel’s venture capital outfit, Founders Fund, Parker became the first American investor in Spotify, the Swedish music site that was Napster’s legal offspring; it was a huge hit. He and Shawn Fanning of Napster launched Airtime, a video chat site, in 2012; it was not a hit.


It was around this time that Parker turned his attention to politics. “Politics for me,” he said at a 2011 conference, “is the most obvious area [to be disrupted by the Internet].”4


The West Coast is packed with people who have made a fortune in some high-tech venture and are convinced that success means they can change the world, or at least solve social problems better than politicians and bureaucrats can. Bill and Melinda Gates have their foundation, which tried to reinvent the American high school, among other things, before turning to public health. Tom Steyer organized an impeachment campaign and spent $345 million of his own money in a quixotic run for president in 2020.5 Mark Zuckerberg famously, and largely unsuccessfully, gave $100 million to fix Newark’s public schools.6 Most of these initiatives fail, overwhelmed by the scale and intractability of social problems or drowned in the swamp of politics.


Parker would ultimately prove an exception, but not before a few disappointments. One example is an app called Brigade, which Parker hoped would become a social network for organizing political activity, connecting people with similar views, and increasing voter participation.7 It drew hundreds of thousands of users, raised millions of dollars, and Parker himself invested tens of millions before he sold it to Pinterest in 2019. (The Brigade.com brand is currently listed for sale.)


At Parker’s side for his business and philanthropic ventures has been Michael Polansky, a 2006 Harvard grad who was working at Bridgewater Associates, the hedge fund, when a friend—a childhood neighbor who was working as Parker’s assistant—insisted he meet Parker. It took about a year for her to arrange, but the two men finally met at Parker’s Greenwich Village townhouse in 2009. “We talked about all the things he wanted to accomplish. He had so many ideas, so many resonated with me,” Polansky says.


He quit his job and went to work for Parker, initially spending time at Peter Thiel’s venture capital fund. Today he describes his job as running Parker’s family office. (If Polansky’s name rings a bell, it’s probably because of his highly publicized romance with Lady Gaga.)8


THE BIG IDEA


After his forced departure from Facebook, but before The Social Network, the Forbes magazine cover, and Spotify, Parker had a revelation. During a trip to check out United Nations work on malaria prevention and economic development in western Tanzania (where Stanley met Livingstone), Parker saw a problem—and an opportunity. The daunting problem was that poverty in desperately poor regions would never be eradicated with foreign aid. Private investment was essential. And the opportunity was to tap people, like him, with large, unrealized capital gains—that is, investments in companies or property that had risen in value substantially since the initial investment.


“There was all this money sitting on the sidelines,” said Parker, who was guarding an enormous as-yet-untaxed capital gain himself. “I started thinking: How do we get investors to put money into places where they wouldn’t normally invest?”9


Back in the United States, he witnessed the same problem in the distressed neighborhoods of San Francisco. The financial meltdown that began later that year only exacerbated the inequality. Parker saw not just poverty, but systemic poverty related to certain places. It wasn’t only in Tanzania, but also in San Francisco’s Tenderloin or in Toledo, Ohio.


“You could see that the financial crisis disproportionately affected certain communities, and that when the recovery happened, it really only happened in certain major cities,” Parker recalled in an interview with Fortune. He added: “People in these economic deserts were stuck there because of their mortgages or their community. We talk a lot about economic mobility, but there are all these reasons why people can’t move.”10


The idea of developing a mechanism for getting entrepreneurial money invested in struggling communities gestated in Parker’s head for several years. He and Polansky talked about creating what they called “D Corps”: corporations that would be certified for meeting certain conditions that offered their investors a tax advantage. This would have been a variant on the B Corp concept, which under law in most states certifies that a for-profit company—Patagonia and Allbirds are examples—agrees to take into account not only the interests of its shareholders, but also the interests of workers, the community, and the environment (or some other public benefit) as well.


“The thinking really had nothing to do with real estate,” Parker says today. “It had everything to do with new-company creation. The inspiration came from wanting to democratize access to capital and use that as a mechanism to help entrepreneurial people all over the country.”


The D Corp idea was an example of Parker’s spitballing before his concept was moored to a location-specific tax break, but it didn’t stick.


The first time he recalls floating the rudiments of Opportunity Zones in public was in January 2013 at the World Economic Forum in Davos, the high-profile annual gathering of the rich, the powerful, and the famous. He says he and Marc Benioff, founder of Salesforce, hosted a “Future of Philanthropy” forum that featured presentations on various novel philanthropic ideas. When the audience was asked to vote, his concept came in second to last, he says. “They were more interested in things like maybe the US should roll out a national gross domestic happiness index or do more free therapy and psychoanalysis for people because that would make the world a better place,” he told me. “So the early learning from that was that this is a super-unglamorous, very long-term, and ultimately difficult thing to try to achieve.”


The forum itself got no attention from the press and left no tracks on the Davos website. The “Future of Philanthropy Nightcap” party did, however. Parker spent a reported $1 million to transform a bar into what one attendee, businessman-blogger Henry Blodget, dubbed “a one-of-a-kind ‘taxidermy’ emporium” with stuffed animal heads on the walls that had red and green laser beams shooting from their eyes.11 Musicians John Legend and Mark Ronson performed. “It felt like a piece of obscenely expensive performance art, sending up the way in which conspicuous consumption gets rebounded as ‘philanthropy’ in order to give it a veneer of sophistication,” Reuters columnist Felix Salmon wrote.12


Undaunted by the reception in Davos, Parker later that year took a tangible step toward what would eventually become Opportunity Zones by consulting Ro Khanna, one of the many nodes in his policy and politics network. Unlike Parker, Khanna had gone to college, graduating from the University of Chicago and then getting a law degree at Yale. Khanna walked comfortably with both the Silicon Valley crowd, some of whom had been his law clients, and Democratic politicians. He had been a deputy assistant secretary in the Obama Commerce Department for a couple of years, a post he left in 2011 to join a prominent Silicon Valley law firm. Khanna got onto Parker’s radar after writing a book, Entrepreneurial Nation: Why Manufacturing Is Still Key to America’s Future.


Parker invited Khanna to New York to sketch out his idea over a four-hour meeting—a short get-together by Parker’s standards. At that stage, Parker wasn’t thinking about starting a long-lived think tank with a brand, but rather a one-off campaign to push his pet project. Parker asked Khanna to lead the effort. Khanna said no. He was contemplating a run for Congress from a California district that encompasses much of Silicon Valley.


The meeting proved fruitful for both, though. In 2014, Parker supported Khanna’s bid for Congress. At a fundraiser for him, Parker talked about what the Silicon Valley ethos could bring to national politics. “We feel for a long time that Silicon Valley just hasn’t been properly represented at a federal level,” Parker said, adding: “We’re starting to come into a realization of our own power and our own capability, not just as innovators and technology pioneers, but also in a political sense.”13


With Parker’s help, Khanna raised as much money as the incumbent, $3.4 million, much of that from high-tech executives. He made it to the two-person runoff but lost to another Democrat. In 2016, he ran again and won, ousting the eight-term incumbent. (He has been in Congress ever since, trouncing his 2020 opponent 71 percent to 29 percent.)


Khanna suggested Parker consider hiring a former colleague of his at the Commerce Department, Steve Glickman. Glickman is a low-profile Washington insider and skilled networker. After growing up in Los Angeles, where his dad started a long-term care insurance company, Glickman earned both a bachelor’s and a master’s degree at Georgetown—a useful network node in Washington. In college, he was president of the senior class and won various leadership prizes, including a $4,500 community service award for his work with Habitat for Humanity and his travel to Ukraine to lead Passover seders. And he worked part-time in Democratic politics.


After finishing Columbia Law School, Glickman returned to Washington in 2005, where he worked as a federal prosecutor and, subsequently, as an investigator for Representative Henry Waxman’s aggressive oversight committee on issues ranging from the wars in Iraq and Afghanistan to abuse of steroids in baseball. Through his connection with Phil Schiliro, who was Waxman’s chief of staff and then a high-up in the 2008 Obama campaign—networking comes naturally to him—Glickman got a job doing opposition research on John McCain and Sarah Palin for the Democratic National Committee.


When Obama won, Glickman first volunteered and then was hired by the transition team. “I did seating charts. Really low-level stuff,” he says. “But the thing about transition teams is there are no gatekeepers. All the lawyers from the Obama campaign were tired of being lawyers and went to various agencies. I became senior vetting attorney for the White House Counsel’s Office. There was a lot of ‘last man standing,’” he says. He was twenty-eight years old.


After a two-year stint at the Commerce Department, Glickman returned to the White House to work on international trade issues. There, he was surprised to encounter so much hostility toward international trade emanating from factory towns. Glickman believed there was no alternative to trade in a globalizing economy, but people who lived in those towns didn’t see it that way. They didn’t think trade was working for them, and they weren’t interested in moving somewhere else.


“Most people don’t leave,” he says. “The only people who leave are the economic futures of the communities.” The experience—chronic, place-based poverty—would later influence his interest in Opportunity Zones.


At the end of Obama’s first term in 2012, Glickman was ready to leave the White House. He wanted to spend more time with his fiancée, a lawyer from Texas named Christen Krzywonski, whom he’d met at a Capitol Hill reception when she was an aide to a Democratic senator. He had grown weary of a job that required he surrender his cell phone and avoid Gmail while at his office in the National Security Council suite in the Eisenhower Executive Office Building next door to the White House. He had an offer from the consulting firm headed by former secretary of state Madeleine Albright and Sandy Berger, a former national security adviser.


Then Khanna called and connected Glickman with Polansky, Parker’s right-hand man. Early in 2013, Glickman went to New York to meet in person with Parker and Polansky at Parker’s suite at the Plaza Hotel. All meetings with Parker are long, and this one was no exception. It lasted several hours. Parker had what Glickman calls “a kernel of an idea,” but he was still thinking internationally—how to use the tax code to reinvent aid to developing countries.


Glickman told him that approach wasn’t politically viable, but, recalling his experience in the White House, talked up the idea of giving dying factory towns a lift. Interested, Parker suggested Glickman take on the project as a part-time job.


“I told him this is a long-term commitment—five or ten years. If you think you’re going to get it done in the first year, let’s not waste our time,” Glickman recalls. He knew Parker had interest and money but wondered if the start-up wizard was patient enough to get something done in DC. Parker was reassuring.


For his part, Polansky wanted to be sure this wasn’t seen solely as a Sean Parker project. He wanted at least one other prominent Silicon Valley person to be part of the founding narrative. So he shopped the OZ idea to Ron Conway, a prominent Silicon Valley “super angel” investor who had been in on the ground floor at Napster, as well as at ventures like Google and Facebook. Conway tells me he “loved it from the start.” Polansky was pleased: “It was a good moment for me to realize, ‘Cool. This can be something that has heft behind it.’”


Parker had Silicon Valley arrogance about his ability to get things done in Washington that partisan politicians couldn’t. “Nobody thought it could get done,” Glickman says. “Sean Parker thought it would be easy.”


In fact, Opportunity Zones would combine several of the key ingredients that do make things happen in Washington: Every state and nearly every city would get a piece of it. It would be wrapped in do-good-for-the-poor packaging. Wealthy, tax-averse, campaign-contributing constituents would benefit. Ribbon cuttings and press releases for politicians would proliferate. And because of the way Congress keeps its books, it wouldn’t appear to cost as much as it truly did.


After the meeting with Parker, Glickman and Polansky sketched out an initial budget for the project—about $2 million to start. They picked an anodyne name: Economic Innovation Group. Who could be against that? EIG was created in April 2013 as a 501(c)(4), a nonprofit organization that can legally lobby; donations to it are not tax-deductible. Parker, Polansky, and Khanna were the original board of directors. Khanna wasn’t paid anything in 2013, though he earned $36,000 as a consultant in 2014. Glickman went on the payroll in August 2013, earning $250,000 in total compensation for that first partial year.


IN SEARCH OF A REPUBLICAN


At that point, EIG was looking distinctly partisan. Parker’s campaign contributions had been exclusively to Democrats; Glickman had worked in the Obama White House. To make their effort overtly bipartisan, Parker and Polansky wanted Glickman to find a Republican partner. For months, Glickman had been talking about the Parker approach with a small group of friends, only one of whom was a Republican: John Lettieri.


Lettieri grew up in Spartanburg, South Carolina, an old textile mill town whose economy was revived when carmaker BMW put a big factory there. His hometown’s turnaround is proof, Lettieri says, that a community’s past does not have to be its prologue. He attended a Christian prep school and, in 2004, graduated from Wake Forest University in North Carolina with a major in political science. Right out of college he landed a job with Chuck Hagel, the Republican senator from Nebraska who was later torn apart by his own party when Obama nominated him to be secretary of defense. Lettieri worked at Hagel’s office for three years before going to head government and public affairs in Washington for a European helicopter maker. He later volunteered to help with Hagel’s stressful confirmation. (Hagel was confirmed by the Senate in February 2014, fifty-eight to forty-one, with only four of his fellow Republicans voting for him.) Like Glickman, Lettieri is married to a former Senate aide, D’Ann Grady; unlike Glickman, he met his wife in college, not in DC.


At the time EIG was coming together, Lettieri was number two at the Organization for International Investment (OFII, pronounced OH-fee), a Washington trade association of US subsidiaries of foreign companies. One of OFII’s reasons for being is to press Congress and the Treasury to avoid raising taxes on US units of foreign multinational corporations. (Amid political hostility to international trade, and weary of calls from people looking for stock market advice or funding for overseas projects, OFII changed its name to the Global Business Alliance in early 2020.)


After Glickman enlisted in the Parker project, he talked frequently with Lettieri over drinks and by email about how to assemble EIG from scratch and how to develop a political strategy that had a chance of success in gridlocked, hyperpartisan Washington. Glickman talked about hiring consultants. Lettieri warned against that, saying Glickman needed in-house expertise. The two began trading ideas about how to build an organization as well as a campaign to turn Parker’s idea into legislation.


One spring day, outside a bar on bustling 18th Street in Dupont Circle, Glickman said to Lettieri, “We should do this together.” It made sense. They were both interested in pushing cross-party initiatives. They were both DC insiders, always adding to their network of contacts on Capitol Hill and cultivating Washington reporters.


Lettieri initially wasn’t interested. He had a good job and a shot at becoming head of OFII someday. When he consulted others in DC, they reinforced his wariness, almost unanimously telling him not to enlist in the campaign. The conventional wisdom was that the Opportunity Zones concept was somewhere between a long shot and hopeless. Why get involved in something everyone knew was not going to work?


The Sean Parker connection intrigued Lettieri, though. “Sean helped me share a lot of music with my friends in college,” he says with a smile.


He and Glickman did a lot of brainstorming about how to go back to Parker and give him the SWOT analysis—strengths, weaknesses, opportunities, and threats. “It was during that process,” Lettieri says, “that I started to think, gosh, this would be fun.”


He jokes that he helped Glickman craft a plan that would demand so much of Parker he’d reject it, and then Lettieri could say he would have enlisted if only it had been done the right way. As Lettieri recalls thinking: “If Sean balks, or if when I talk with him, I don’t hear what I need to hear about his level of commitment, I’ll be able to walk away without any regrets. But if he agrees, I’m in.”


Lettieri had a couple of phone calls with Polansky before talking to Parker by phone. He was wowed: “If your bar for Sean is you saw Justin Timberlake play him in the movie, you’re shocked. The reality is very different. His depth and intellectual curiosity did not fit the media stereotype.”


Lettieri was sold. The day before he formally accepted the EIG job in August 2013, he and his wife learned she was pregnant with their second child, not the best moment to make a risky career move. But he was thirty-one years old, ready to chuck the security of OFII for an adventure, and his wife didn’t try to talk him out of it. And no one was asking him to take much of a pay cut: his total compensation for his first year at EIG was $281,000.14 The new organization would never have to scramble for money as long as Parker was engaged. That left Glickman and Lettieri free to create a credible, bipartisan outfit that could style itself as something different from just another lobbying organization.


The pair worked out of Glickman’s apartment in Washington’s Shaw neighborhood for the first six months. Then the fledgling organization moved to an office shared with a manufacturing lobby shop run by one of Glickman’s friends in Washington’s Chinatown. Lettieri recalls assembling office furniture they bought at Ikea. It wasn’t glamorous, but it was the perfect place to launch a low-profile mission with ambitious goals.


The objectives of the campaign were beginning to become clear.


First, they wanted to build an image for EIG that ensured it was seen neither as partisan nor as a special-interest lobby. This would be no small task, given the increasingly partisan nature of Washington, DC.


Second, before even considering legislation, the EIG boys wanted to develop credibility for the idea of steering unrealized capital gains into struggling communities. That meant getting a certain number of decision makers and influencers to convincingly argue that geographic inequality was at least as important as income inequality. With academic validation for the idea that geographic inequality was a problem, it would be much easier to push the solution of place-based policies—as opposed to policies targeted at individuals.


Finally, they would start crafting legislation that met Parker’s basic premise: a juicy enough tax break to lure people sitting on huge unrealized capital gains to put their money into neighborhoods that desperately needed investment.


STEALTH MODE


Washington think tanks come in several strains. Some are distinctly partisan or ideological, partly because that’s often the best way to raise money, partly because that’s often the best way to influence the party in power. The Center for American Progress is a refuge for out-of-office Democrats that crafts talking points and policy ideas for Democratic candidates and—when they’re elected—officials. The Heritage Foundation is aggressively conservative. The Cato Institute is distinctly libertarian. The American Enterprise Institute is a collection of conservative scholars, nearly all of them Republicans. The Brookings Institution, where I work, resembles a university with a collection of scholars with different viewpoints, most of them Democrats.


Regardless of political affiliation, all these think tanks seek to influence policy through advancing narratives, floating ideas, using their “convening power” to promote their scholars and allies, and reaching out to like-minded members of Congress. They usually don’t have a well-articulated political strategy to get a particular bill passed. Other organizations do commission papers and research, but they basically represent the interests of the industries that fund them, like Lettieri’s old employer, OFII, or the National Association of Manufacturers or the US Chamber of Commerce.


Glickman and Lettieri agreed that EIG would be different. Some think tanks are nonpartisan, but very few are explicitly bipartisan. The vast majority of think tanks don’t embrace a single, clear objective (in this case, Opportunity Zones) or tie their economic research so tightly to a legislative strategy for getting a particular proposal enacted. From the start, EIG would marry a well-crafted political strategy with white papers, data, talking points, and graphics, the tools most often wielded by agile DC think tanks.


EIG would be distinctive in another way. For the first two years, the EIG boys relied on a tactic common among Silicon Valley start-ups but rare in Washington: they went into stealth mode while they developed their product.


This low-profile approach was alien to Washington. It was harder than Glickman anticipated to duck the incessant DC cocktail party question: What do you do? His November 2013 wedding announcement in the New York Times described him as “a lawyer in private practice in Washington.”15 Lettieri felt like he was in the witness protection program. They did hire a communications director, Mark Paustenbach, who had handled press for Joe Biden’s 2008 presidential campaign and later worked in the Obama Treasury. He lasted only nine months; developing OZs was taking longer than initially anticipated, so there wasn’t much need for PR.


There were very good reasons to stay out of sight, though. Among them was avoiding the public stumbles of a political initiative launched by another Silicon Valley big shot, Facebook CEO Mark Zuckerberg. In April 2013, Zuckerberg, whose net worth dwarfed Parker’s (thanks, in part, to Parker), launched an effort called FWD.us. Like EIG, FWD.us attempted to be seen as bipartisan. Its main goal was to pressure Congress into passing comprehensive immigration reform. This was already a massive undertaking: immigration is complex, emotionally fraught, and deeply politicized. But FWD.us also became linked to unrelated issues. Its support for the Keystone XL pipeline, for example, brought criticism from progressive and environmental groups.16 Meanwhile, conservatives perceived the group as a naked power play by wealthy, liberal elites from Silicon Valley who wanted to employ more immigrants.


FWD.us’s media campaign was messy. The group went public before developing a clear strategy, and then triggered unfavorable press when unartfully worded internal memos leaked. The media pounced. As one headline writer put it: “Zuckerberg’s Lobby Is Collapsing like a ‘House of Cards,’” a reference to the dark Netflix series about Washington.17


It didn’t end there. One of the cofounders of Twitter tweeted a link to a May 2013 BuzzFeed piece by Josh Miller, who had dropped out of Princeton to start a company called Branch Media, which accused Zuckerberg of “employing questionable lobbying techniques, misleading supporters and not being transparent about the underlying values and long-term intentions of the organization.”18 Miller described the political effort as intelligent, well-funded, and fatally poisoned by Silicon Valley hubris. “You put money and support behind a smart team tackling massive problems, with the faith that they will figure out the details along the way. However, that lack of introspection is ultimately harmful in the world of public policy,” Miller wrote. (Eight months after that post, Miller sold Branch to Facebook for a reported $15 million and went to work in the Obama White House. Facebook shut the site in 2015.)19


Out in California, EIG’s patron was busy with his personal life, which attracted its own negative coverage. Parker and singer and actress Alexandra Lenas were married in June in a multimillion-dollar wedding at a hotel campground under the redwoods at Big Sur. It was a you-can’t-make-this-up moment of nerdy-billionaire excess. Each of the 364 guests (including then California attorney general Kamala Harris) was outfitted in a Lord of the Rings costume made by the designer who won an Oscar for the movie.


According to Ro Khanna—he attended, along with Glickman and his fiancé; Lettieri wasn’t yet on the team so he wasn’t invited—there was some sort of jamming technology that barred guests from taking photos, though other accounts challenge that. In any event, thirty-eight photos by two big-name professional photographers illustrated a detailed account in Vanity Fair a few months later. A taste:




San Francisco design eminence Ken Fulk was put in charge of the setting’s visual elements. Everyone entered through a 20-foot-high gate, with the couple’s initials intertwined in wrought iron, before descending a path lined with imported evergreens. People literally gasped as they emerged into a glade in which planted flowers and hanging garlands conferred a riot of color and a sense of undulation.… Set designers had constructed faux bridges, a ruined stone castle, a 10-foot Celtic cross, and two broken Roman columns that straddled the altar, beneath the largest tree in the grove. A pen of bunnies was nearby for anyone who needed a cuddle. Says Fulk: “It was Citizen Kane meets Gatsby–like in its scale—but beautiful, not gross or overwhelming.”20





The wedding itself went smoothly, but press accounts were vitriolic: “Sean Parker Wedding Is the Perfect Parable for Silicon Valley Excess”… “Eco-Wrecked Wedding”… “Ecological Wedding Disaster”… “$10 Million Destruction of a Park”… “Tasteless Eco-trashing Wedding.”


The wedding was beyond opulent, but its negative environmental impact was overstated. Although Parker and Lenas picked the site with help from the Save the Redwoods League, the California Coastal Commission ordered the venue shut twenty days before the wedding—over an old dispute with the hotel and adjacent campground. Two days before the ceremony, Parker met with the commission, startling them, in classic Parker fashion, by displaying an extensive knowledge of the state’s Coastal Act. (He had read it the night before.) Parker agreed to pay $1 million on behalf of the hotel, chipped in another $1.5 million to facilitate camping for underprivileged kids, and helped the state develop a mobile phone app, YourCoast, that shows the locations of 1,563 public beaches in California.21


The commission was satisfied, but not everyone else was. Parker claims that, following the wedding, he and Lenas were spat at on the street and sworn at by a waiter in a restaurant. They cancelled their honeymoon to deal with the public backlash.22


“Nothing is sacred on the Internet, not even a wedding,” Parker wrote in a nine-thousand-word rebuttal on TechCrunch.com—without apparent irony given that he was one of the founders of Facebook. “We were charged and convicted, by the Internet press and the court of public opinion, with every imaginable environmental crime.… Never mind that none of the accusations were actually true. Truth has a funny way of getting in the way of a great story.”23


Parker had other preoccupations as well: in July 2014, he and his wife spent $55 million to buy a nine-bedroom Los Angeles mansion from Ellen DeGeneres. The residence houses the couple’s modern art collection and is the venue for Parker-hosted salon dinners. “I had never heard peacocks before. They crow in the middle of the night,” says a guest at one of those dinners, John Persinger, who is currently spearheading OZ-fueled urban renewal in Erie, Pennsylvania. “They were next door at the Playboy Mansion. And I had never seen a Picasso in person. So two items off my bucket list.”


Parker was also pursuing his philanthropic interests. He started a foundation with a $600 million gift. Frustrated that promising research into cancer immunology wasn’t getting enough support, and that there was too little cooperation among leading research institutions, Parker initially earmarked $250 million of that gift to form an institute on cancer immunotherapy. Another $24 million went to an allergy research center at Stanford University. Parker is still a night owl, but, now a forty-one-year-old father of two, his late nights are more often spent reading medical journals than partying, his associates say.


Parker was not publicly engaged in EIG during its first two years of existence, a situation that suited everyone. The very public controversy over the wedding and news reports about the $55 million house reinforced the EIG boys’ decision to stay in stealth mode for now. Glickman and Lettieri were playing the long game. They didn’t need to make a media splash right away. They needed to assemble a team.
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