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For Stacey, my partner on this and all other journeys


and


For Mom and Dad, who made the path possible















Prologue



Morris eased the pickup truck to the side of the road. The wide, busy thoroughfares of 1950s Wichita, Kansas, were just five miles southwest, but here on the largely undeveloped outskirts of the city, near the Koch family’s 160-acre property, the landscape consisted of little more than an expanse of flat, sun-bleached fields, etched here and there by dusty rural byways. The retired Marine, rangy and middle-aged, climbed out of the truck holding two sets of scuffed leather boxing gloves.


“Okay, boys,” he barked, “get outside and duke it out.”


David and Bill, the teenaged Koch twins, were at each other’s throats once again. Impossible to tell who or what had started it. But it seldom took much. The roots of the strife typically traced to some kind of competition—a game of hoops, a round of water polo in the family pool, a footrace. They were pathologically competitive, and David, a gifted athlete, often won. Everything seemed to come easier for him. Bill was just nineteen minutes younger than his fraternal twin, but this solidified his role as the baby of the family. With a hair-trigger temper, he threw the tantrums to match.


David was more even-keeled than Bill, but he knew how to push his brother’s buttons. Once they got into it, neither backed down. Arguments between the twins, who shared a small room, their beds within pinching range of each other, transcended routine sibling rivalry.


Morris always kept their boxing gloves close at hand to keep the brothers from seriously injuring each other when their tiffs escalated into full-scale brawls, as they often did. The brothers’ industrialist father had officially hired the ex-soldier to look after the grounds and livestock on the family’s compound. But his responsibilities also included chauffeuring the twins and their friends to movies and school events, and refereeing the fights that broke out unpredictably on these outings.


Holding their boxing gloves, Morris summoned the feuding twins from the truck. They knew the drill. He laced up one brother, then the other. The boys, both lean and tall, squared off, and when Morris stepped clear, they traded a barrage of punches.


A few minutes later, once they’d worked it out of their systems, Morris reclaimed the gloves and the brothers piled breathlessly into the cab of the truck. He slipped back behind the wheel, started the engine, and pulled onto the road.


Another day, another battle.


Pugilism was an enduring theme in the lives of the Koch family. The patriarch, Fred Koch—a college boxer known for his fierce determination in the ring—spent the better part of his professional life warring against the dark forces of communism and the collective might of the nation’s major oil companies, which tried to run him out of the refining business. As adults, Fred’s four sons paired off in a brutal legal campaign against one another over the business empire he bequeathed to them, a battle with plotlines that would seem far-fetched in a daytime soap opera. “It would make ‘Dallas’ and ‘Dynasty’ look like a playpen,” Bill once said.


The roles the brothers would play in the saga were established from boyhood. Fred and Mary Koch’s oldest son, Frederick, a lover of theater and literature, left Wichita for boarding school in the Northeast and barely looked back. He was uninterested in the family business and a disappointment to his tough, bootstrapping father. An intensely private man who assiduously avoided the public eye, Frederick became a prolific arts patron and collector, with a passion for restoring historic properties stretching from France’s Côte d’Azur to New York’s Upper East Side.


Their father saw glimpses of himself in his rebellious second son, Charles, whom Fred Koch molded from an early age into his successor. After eight years in Boston studying chemical and nuclear engineering at MIT and working for a consulting firm, Charles returned to Wichita to learn the intricacies of his family’s oil refining, engineering, and ranching businesses.


David and Bill followed Charles (and their father before him) to MIT and eventually they, too, joined the family business. But that’s where their paths diverged. David became Charles’s loyal wingman, while Bill, still nursing childhood resentments, grew at first into a gadfly and then, in his brothers’ eyes, a hostile presence within the company. The public would know Bill best for his flamboyant escapades: as a collector of fine wines who embarked on a litigious crusade against counterfeit vino, as a playboy with a history of messy romantic entanglements, and as a yachtsman who won the America’s Cup in 1992—an experience he likened, unforgettably, to the sensation of “10,000 orgasms.”


Charles and David, meanwhile, built their father’s Midwestern empire—with about $250 million in yearly sales and 650 employees in the late 1960s—into a corporate behemoth Fred Koch would scarcely recognize, a company with $115 billion in annual revenues, more than 100,000 employees, and a presence in 60 countries. Under Charles’s leadership, Koch Industries grew into the second largest private corporation in the United States (only the Minneapolis-based agribusiness giant Cargill is bigger). Koch made its money the old-fashioned way—oil, chemicals, cattle, timber—and in its dizzying rise, Charles and David amassed fortunes estimated at $40 billion apiece, tying them for sixth place among the wealthiest men on the planet. (Bill ranks 329th on Forbes’s list of the world’s billionaires.)


They preferred to operate quietly—to run, as David once put it, “the biggest company you’ve never heard of.” But Koch Industries’ products touch everyone’s lives—from the gas in our tanks to the steak on our forks and the fertilizer that helps our crops grow, and from the drywall, windowpanes, and carpets in our homes and offices to the Brawny paper towels and Dixie cups we keep in the pantry. The company ranks among the world’s largest commodities traders, operates three ranches that sprawl over 425,000 acres, and processes some 750,000 barrels of crude oil daily. A day doesn’t pass when we don’t encounter a Koch product, though we often probably don’t know it. Koch Industries is omnipresent, but the Kochs managed to remain so under the radar that many Americans confuse the pronunciation of their surname with that of a former New York City mayor, Ed Koch, rather than pronouncing it like the soft drink, Coke.


David has lived the quintessential billionaire’s life. He traded provincial Wichita for New York City, where his name is etched into the façades of some of Manhattan’s most important cultural landmarks, including the Lincoln Center theater that’s home to the New York City Ballet. When not in his oceanfront mansion in Southampton, his Palm Beach villa, or Aspen ski lodge, David and his family reside in a storied Park Avenue high-rise, former home to John D. Rockefeller Jr., among other heirs to vast industrial fortunes.


Charles, by contrast, remained in his hometown, a city with an unassuming, head-down, and entrepreneurial character that matched his own. He lives in a modern, boxy mansion of stone and glass on the same compound where he grew up—just the multibillionaire next door in his east Wichita neighborhood, where strip malls and chain restaurants have overtaken the once wide-open terrain.


Schooled by his conservative father in the evils of government, Charles gravitated to libertarianism, a philosophy that advocates the maximum of personal and corporate freedom and the most minimal government, if only to tend to the defense of these liberties. He grew to believe zealously in the power of markets to guide human behavior, and to loathe the government regulations and subsidies that distorted markets—and behavior itself—by trying to impose false order. Blending the ideas of the libertarian movement’s intellectual forefathers, Charles devised a unique management philosophy that placed a relentless emphasis on the bottom line, where even the lowliest pipefitter was meant to envision himself as an entrepreneur. This system, which Charles called Market-Based Management, helped him to build a conglomerate that generates massive profits, but which has often found itself in regulators’ crosshairs after blood was spilled or waterways were contaminated.


Charles has done more than just construct one of the world’s largest industrial empires. With David, he has spent decades trying to remake the American political landscape and mainstream their libertarian views. Together, the brothers pumped hundreds of millions of dollars into this endeavor. Unlike other major political donors, they offered more than just money; a strategic vision. They funded academics, think tanks, and political organizers to coalesce public support around their causes. The Tea Party movement that rose up after the election of President Barack Obama germinated, in part, from the intellectual seeds the Kochs had planted over the years. Though the brothers downplayed any connection to this cadre of irate citizen activists, they helped to provide the key financing and organizational support that allowed the Tea Party to blossom into a formidable political force within the Republican Party—one that paralyzed Congress and eventually ignited a GOP civil war.


Politicians, as Charles sees it, are merely vessels for the ideas you fill them with—or as one of his political advisors once put it, stage actors working off a script produced by the nation’s intellectual class. So while creating and financing the intellectual infrastructure to promote their ideology, he and David have backed a constellation of conservative candidates to do battle in the political arena—politicians such as Wisconsin’s Scott Walker, who upon assuming the governor’s office in 2011, staged a fractious showdown with the public employee unions of his state; or South Carolina’s Jim DeMint, one of the ringleaders of a Republican revolt against raising the nation’s debt ceiling that brought the nation to the brink of default.


Charles and David brought their political resources to bear as never before during the 2012 election, which Charles called “the mother of all wars.” Yet they emerged from the crucible of the campaign having gained little more than a reputation as cartoonish robber barons, all-powerful political puppeteers who with one hand choreographed the moves of Republican politicians and with the other commanded the Tea Party army. As with all caricatures, this one bore only a faint resemblance to reality.


For all the unwanted attention the Kochs received during the 2012 campaign—including the “other Koch brothers,” as the media sometimes dubbed Frederick and Bill—America came through that political battle knowing little about who they really are. Like other great dynasties, the Kochs have a mythology of their own that polishes the rough edges of history into a more pristine version of the truth. And the family’s legacy (corporate, philanthropic, political, cultural) is far more expansive than most people realize—and will be felt long into the future. In their lifetimes, the four Koch brothers have become some of the most influential, powerful, celebrated, and despised members of their generation. Understanding what shaped them, what drove them, what set them upon one another, requires traveling back to a time before the battles began.















CHAPTER ONE



Sons of Wichita


Strong-jawed and broad-shouldered, with reddish hair and a pair of wire-rim glasses that gave him an air of industriousness, Fred Chase Koch cut a dashing figure galloping up and down the polo field at the Kansas City Country Club. It was a September day in 1932, and debutantes crowded the sidelines to watch the match between the local old-money boys and the visiting squad from Wichita—a town newly flush with oil wealth, where Fred was a partner in a fledgling engineering company that catered to the refining industry. One of those society belles was Mary Clementine Robinson, the twenty-four-year-old daughter of a prominent Kansas City surgeon and granddaughter of a founding faculty member at Kansas University. She was tall, graceful, and erudite, with delicate features and a wavy bob of chestnut hair. A graduate of Wellesley with a degree in French, she was a talented artist and had worked as a designer for the Kansas City apparel maker Nelly Don.


Fred had remained a bachelor into his early thirties. There had been little time for settling down. He traveled regularly to far-flung locales to oversee the construction of refinery equipment and scare up new business opportunities for his firm, the Winkler-Koch Engineering Company. Recently, his work had even taken him to the Soviet Union, where Fred’s firm helped to overhaul the country’s archaic oil refineries, a lucrative contract that had made him and his partner millionaires.


That Fred was riding on the same polo field as the elite of Kansas City and in the company of women like Mary Robinson, whose ancestors included some of the earliest colonial settlers, spoke to his rapid rise from hardscrabble origins.


The second son of a Dutch immigrant turned frontier newspaperman, Fred was born on September 23, 1900, in Quanah, Texas, a poor but plucky town just east of the panhandle. To a boy, unaware of the hardships of frontier life, this whistle-stop town on the Fort Worth and Denver City Railway seemed like paradise. It had streams to fish, plentiful game to hunt, and fields to roam. At the turn of the century, Indians still periodically came to town, including Quanah’s stoic namesake, Comanche Chief Quanah Parker, who enjoyed visiting Fred’s father, Harry, to gawk at his modern printing press.


Though a magical place for a boy, Quanah’s allure diminished year by year as Fred grew into an ambitious young man. He came of age in a time of rapid technological change, and he suspected his future lay beyond his hometown, an enclave surrounded by prairie that stretched to the horizon, interrupted by occasional stands of spindly mesquite.


When Fred was born, there were fewer than eight thousand cars in the United States. They were expensive and impractical, the playthings of the rich. Yet by Fred’s sophomore year at Quanah High School, there were 2 million. Thanks, in part, to Henry Ford’s decision to forgo steam or electricity for gas-powered internal combustion engines in his signature automobiles, there was now a growing national thirst for gasoline, once considered a useless by-product of converting crude oil to kerosene.


Texas ranchers had once shaken their heads bitterly as they drilled down through the bone-dry soil in search of water, only for viscous oil to ooze to the surface. Now wildcatters raced to sink wells and tap the next big gusher. Among those lured in by the oil boom was Fred’s uncle, Louis B. “L. B.” Simmons, who had established a refinery in the oil town of Duncan, Oklahoma. The future, to Fred’s way of thinking, no longer belonged to those who could make crops grow in the soil, but to the engineers and entrepreneurs who could extract wealth from what lay beneath the surface.


A gifted student with a particular aptitude for science and math, Fred left home in the fall of 1917 for the newly established Rice University in Houston. The bustling oil-rich city was a significant change of pace from Quanah, where the Koch family’s home phone number had been all of a single digit—3. Fred thrived at Rice. His teachers considered him a standout student and his peers elected him president of his sophomore class. But like his father, Harry, whose wanderlust had led him from the Dutch harbor city of Workum to a dusty frontier town in Texas, Fred soon grew restless to experience the world.


He spent the summer after his sophomore year working aboard the SS Coweta, a Merchant Marine vessel, as it steamed to England. When he returned, he did not go back to Rice. Instead, he moved east to Boston, matriculating to the elite Massachusetts Institute of Technology. Along with his studies, he also took up boxing and briefly captained the MIT team.


Fred’s engineering skills were in demand, and even before graduating, he accepted a position with Texas Company (later Texaco), where he worked as a research engineer at the company’s Port Arthur refinery on the Gulf Coast. But he saw little future there: “The way up the ladder in that large organization looked very steep and difficult.” So he quit, joined another oil company, then resigned from that one, too. As he struggled to drum up work as a consultant, Fred heard from an MIT friend, Carl de Ganahl, whose father was building a refinery in England and who would become a mentor to the callow engineer.


Charles Francis de Ganahl’s résumé read like an adventure novel. He was an explorer and entrepreneur who as a young man had established a sugar plantation deep in the Mexican interior after opening the country’s upper Panuco River to boat navigation. Over his trail-blazing career he dabbled in everything from shipbuilding to oil, and from plane manufacturing to gold mining, with business interests that spanned three continents.


In the early 1920s, with the domestic supply of oil increasingly controlled by the major U.S. oil companies, Ganahl established a petroleum refinery and storage facility in England. The Soviet Union supplied the refinery with the bulk of its oil, transporting it by tanker from the Georgian city of Batoum on the Black Sea.


Located on the Isle of Grain, where the Thames and Medway Rivers flow into the North Sea, Ganahl’s Medway Oil and Storage Company was ideally situated to provide deepwater access to oceangoing tankers. But the terrain, largely reclaimed marshland, posed an array of engineering challenges.


In 1924, Ganahl—seeking to build out Medway as a refining and distribution hub—took a chance on Fred, making him the chief engineer on the project. Fred worked alongside Ganahl’s son, the company’s operations manager, to design and construct a new refinery on the island. Ganahl would later call Fred “the soundest chemical engineer in the world” and say he possessed “as brilliant a pair of brain lobes as are worn by any young man of my acquaintance.” The admiration was mutual. Fred considered Ganahl a mentor, if not a father figure, and the men remained close the rest of their lives.


In 1925, with the refinery project completed, Fred headed back to the United States. He planned to go straight to Texas to visit his parents, but detoured to Wichita, Kansas, at the invitation of an MIT classmate named Percival “Dobie” Keith. Keith had recently partnered with Lewis E. Winkler, a self-taught engineer and former Army sergeant, to form a new engineering firm. He wanted Fred to come to work for them.


If Fred had learned anything from Charles de Ganahl, it was that the most successful men controlled their destinies—they were owners, not employees. Fred countered Keith’s offer with his own. He wouldn’t work for them—but he would work with them, as a full partner in the engineering firm. Keith and Winkler agreed to his terms. For $300, Fred bought a one-third stake in the outfit.


It was hard to imagine that the confident, worldly, and fabulously rich man standing in front of Mary Robinson had, just a few years earlier, been so poor that he had lived in his office, located in Wichita’s Continental Oil building on the banks of the Arkansas River. As players and spectators mingled on the manicured polo field after the match, Mary and Fred were introduced. Smitten, he pursued his courtship of her as if closing the most important business deal of his life. Fred came from a humble background, but Mary’s parents approved of him. He came across as a man of substance and sound judgment. After all, Fred had quickly parlayed a $300 investment into an enviable fortune. On October 22, 1932, a month (and six dates) after Fred and Mary met, they married.


Fred and his bride were opposites. He was “a typical old country boy,” as one friend put it, “except everything he touched turned to money.” She was artistic and sophisticated, an extrovert who seemed most in her element buzzing around a cocktail party. “She was the epitome of a lady. Absolutely beautiful,” Mary’s niece, Carol Margaret Allen, recalled. “She was one of the loveliest hostesses I’ve ever known in my life.”


Fred, by contrast, was a quiet, serious man, who did his best to avoid parties and social gatherings, abhorred chitchat and gossip, and generally eschewed superfluous things. “Fred was a strong man; he wasn’t a party man.… When you could get him out he would gravitate to the smartest man at the party,” Mary remembered. He preferred to pass the time with a book, tinkering with a new refinery design at his drafting desk, or out hunting or fishing in the solitude of nature.


For their many differences, the couple complemented each other. Fred shared his love of the outdoors with Mary, teaching his wife how to hunt and shoot. Mary schooled Fred in fine art.


If the newlyweds had little time to get acquainted during their brisk courtship, their honeymoon remedied that. Fred planned an extravagant, seven-month sojourn that spanned four continents, carrying them by air, land, and sea to some of the remotest and most exotic reaches of the world. The inspiration for the elaborate trip came from Fred’s former boss, Ganahl, who had taken his wife on a similar globe-spanning journey.


The Kochs sailed from New York that November, visiting the white-sand beaches of Cuba, touring the Panama Canal, and exploring the barrios of Santiago, Chile. One day, as they prepared to board a train that would carry them across the Andes, a clerk stopped the couple and informed Mary she would have to leave her steamer trunk behind; space was limited and they had brought too much luggage. Mary was adventurous, and she had her rugged side, but she was also accustomed to a certain level of comfort.


“But this is my trousseau!” Mary pouted.


Fred attempted to soothe his new wife. “Don’t worry,” he said, “I’ll buy you 10 trousseaus.”


The offer was little consolation. When the train departed later that day without her trunk, Mary was sullen. Staring mournfully out the window, she noticed a small plane trailing closely behind them. Fred saw her following it with her eyes and leaned over, smiling: “Mary, that’s the charter plane I’ve hired to bring over your trousseau.”


After crisscrossing South America, from small jungle villages to the cosmopolitan cities of Rio de Janeiro and Buenos Aires, they traveled to Portugal and Spain, taking in the plazas of Madrid and catching a bull fight in Seville. From Gibraltar, they crossed into Africa, browsing the open-air bazaars of Tangiers and Alexandria. Wearing pith hats and outfitted head to toe in khaki, they toured the Sudan and spent weeks on safari in Tanzania and Kenya. Fred felled a pair of leopards and later had their pelts made into a fur coat for Mary.


Loaded down with souvenirs and artifacts, the couple returned to Wichita in May 1933, settling on a rambling tract on the rural outskirts of the city. Initially, they lived in a modest, white home with black shutters, but Fred soon began construction of a grand Tudor-style mansion on the grounds.


Built of light-colored stone, the house had archways, gables, and a heavy, Gothic-looking front door that gave it the feel of an English manor. It featured a stately circular drive and espaliered shrubbery, a wading pool on a patio off the dining room, and a four-car garage. Elsewhere on the property were stables for Fred’s twelve polo ponies, which Mary helped to exercise nearly every morning.


The mansion’s interior mingled both of their styles, rustic and elegant—on one wall the mounted head of an antelope, on another Renoir’s Girl in Lavender Skirt. Thomas Hart Benton’s The Music Lesson hung above a plush burnt-orange sofa in the half-timbered living room. A downstairs game room, draped with animal skins, housed the Kochs’ growing collection of hunting trophies, including a wall crammed with the heads of exotic horned creatures.


Mary had returned from their honeymoon pregnant with their first child. Before long, the Koch mansion echoed with the voices of four young boys.


Born in August 1933, Frederick Robinson Koch was named for his father, but with a twist of refinement. The patriarch was just plain old Fred. Mary gave birth to another boy in November 1935. Following a family tradition established by Fred’s father, Harry, they named their second son after a business associate. “Am very greatly honored and delighted but shocked that you are so cruel to the boy,” the child’s namesake telegrammed, playfully, after receiving news of the birth of Charles de Ganahl Koch.


In May 1940 came the birth of fraternal twins David Hamilton Koch and William Ingraham Koch. With the arrival of four sons in seven years, Fred had given a lot of thought to forging his boys into men. He had come up in a place where sometimes all that separated prosperity from poverty was an unfortunate turn in the weather. Quanah was a town of strivers. This environment—and watching his own father’s rise from penniless immigrant to successful local businessman—had fueled Fred’s ambition. If he handed his boys everything, what would motivate them to make something of themselves? Fred feared that a life of privilege would little by little erode their independence, and he worried that they would rely on his successes and never bother to achieve their own. “The most glorious feeling,” Fred often told his sons, “is the feeling of accomplishment.”


“He wanted to make sure, because we were a wealthy family, that we didn’t grow up thinking that we could go through life not doing anything,” Charles once recalled. Fred’s mantra, drilled repeatedly into their minds, was that he had no intention of raising “country-club bums.” Complicating matters, the Koch compound sat directly across East 13th Street from the exclusive Wichita Country Club.


Fortunes were being made in Wichita. Known as “The Magic City,” it had become a magnet for risk takers, entrepreneurs, and fortune seekers of all stripes. The Texas gas-lamp salesman W. C. Coleman had established a thriving business there. So had Walter Beech and Clyde Cessna, the airplane manufacturers who would help to establish the city as America’s “Air Capital.”


Though they grew up on an estate, Fred went out of his way to make sure his children did not feel wealthy. “Their father was quite tight with his resources,” recalled Jay Chapple, an elementary and middle school friend of the Koch twins, who spent time in the family’s home. “He did not shower them with toys and that kind of thing.” Until well into the 1950s, Chapple said, Fred refused to buy a television. “Every family was getting a TV set that could possibly afford one, but Fred Sr. just said no.”


The brothers received no allowances, though they were paid for chores they completed around the house. Still, Fred kept such a tight rein on his wallet that even cobbling together the pocket change to see a movie could be a struggle: “If we wanted to go to the movies, we’d have to go beg him for money,” David told an interviewer. In the local public school, where the wealthy Koch twins began their educations alongside the sons and daughters of blue-collar workers from the Cessna and Beech factories, it was their classmates who often seemed like the rich ones, he remembered: “I felt very much of a pauper compared to any of them.”


To his sons and their friends, Fred came across as a larger-than-life figure, whose gruff mien and rugged ways evoked comparisons to Western gunslingers. “He was like John Wayne,” David has said. “Just like John Wayne.” Fred even “kind of looked like John Wayne with glasses,” recalled longtime Koch family friend Nestor Weigand. “He was a tough, tough guy.” He described Fred’s style as “my way or the highway.”


Fred rarely displayed affection toward his sons, as if doing so might breed weakness in them. “Fred was just a very stiff, calculated businessman,” said Chapple. “I don’t mean this in a critical way, but his interest was not in the kids, other than the fact that he wanted them well educated.” He was not the kind of dad who played catch with his boys; rather, he was the type of father, one Koch relative said, who taught his children to swim by throwing them into a pool and walking away. “The old man didn’t put up with any—” Sterling Varner, who went to work for Fred Koch in the 1940s and later became president of Koch Industries, once said. “He was papa, and that was that.”


Or as the Koch relative put it, “He ruled that house with an iron fist.”


The Koch patriarch was determined to instill in his sons the voracious work ethic that he attributed to his own success in business. He ensured his boys’ hands knew calluses, and their muscles experienced the ache of a long day of manual labor. He put them to work milking cows, bailing hay, digging ditches, mowing lawns, and whatever else he could think of. The never-ending routine of chores was especially torturous during the summer months, when other local kids from Wichita’s upper crust whiled away the afternoons at the country club, the sounds of their delight literally wafting across 13th Street to the Kochs’ property. “It used to be so hot there in the summertime,” David remembered. “My best friend came from a wealthy family in Eastborough. He used to spend every day at the swimming pool of the country club. The wind would blow from the south and carry the noise across the street, and I’d hear him laughing, splashing in the pool, and I would be out there working and feeling sorry for myself.”


Periodically during the summers, David and Bill spent a few weeks in Quanah with their cousins, where they made the most of their freedom from their father’s strict household, spending their days shooting tin cans, swimming, and generally goofing off with no chores or expectations hanging over their heads. “I think Uncle Fred kept them reined in pretty good,” said Carol Margaret Allen, the daughter of Fred’s older brother, John Anton, who had remained in Quanah to work at the family’s newspaper, the Quanah Tribune-Chief. “They lived out in the country. There was nothing around them much. I don’t think they did a whole lot of things except stay out there and do chores. So I think when they got away, they had a little fun.”


In Quanah, the twins loved visiting the local drugstore, where they could sprawl out on the floor with comic books and order chocolate milk or ice cream from the soda fountain, charging their purchases to their uncle’s expense account. They found the concept of a charge account almost as thrilling as the latest Superman comic. Because of their rigid upbringing—and Fred’s deep aversion to debt—they had no idea such a thing as credit even existed.


Fred traveled frequently on business, but when he was home, the Koch household took on an air of Victorian formality. After work, Fred often retreated to his wood-paneled library, its shelves filled with tomes on politics and economics, emerging promptly at 6:00 p.m., still in coat and tie, for dinner in the formal dining room. “He just controlled the atmosphere,” Chapple recalled. “There was no horseplay at the table.” Fred would occasionally use family dinners to impart advice to his sons or to lecture them on government and politics. “My father was quite a student of history, so we got a lot of history lessons at the dinner table,” Charles remembered.


In the Koch brothers’ early childhood, Fred’s stern demeanor was not improved by the fact that he spent much of the time in great physical pain. Doctors treated a cancerous tumor on his palate with radiation and surgery, but the treatment itself left behind a quarter-sized hole in the roof of his mouth. It made it difficult for him to eat and hindered his speech. The nature of his business forced him to interact regularly with clients and potential customers. As this became increasingly difficult, he began to reflect on his career and considered retreating to a quieter, simpler life.


Fred came from ranching country, growing up around such legendary spreads as the Matador, the Swenson, and the Pitchfork. Collectively, these historic ranches sprawled across more than a million acres, expansive monuments to Texas’s proud cowboy and frontier heritage. The ranching life always appealed to Fred. Ranchers were the men of status and wealth during his childhood. During a particularly bleak stretch in Quanah’s history, when wheat crops failed and a local bank went under, Fred’s dad had managed to tread water in the newspaper business by convincing ranchers—the only local businessmen still prospering—to advertise their cattle brands in his paper.


In 1941, Fred purchased Spring Creek Ranch in the majestic Flint Hills of eastern Kansas, where the state’s otherwise flat, homogenous landscape suddenly gives way to a gently undulating terrain of shimmering bluestem tall grass, peppered with ponds and woven with veins of gurgling creeks. Fred added to its acreage over time until the ranch grew to 10,000 acres.


It was not just a business, but also a frequent spot for family getaways. On weekends, Fred enjoyed piling his clan in their wood-paneled station wagon and setting out for Spring Creek, located about 60 miles east of Wichita. The property featured a small white cottage with a screen porch. Down a slope was a pond, with a raft in the middle and a dock with a diving board, from which the Koch boys—when they weren’t mucking stalls, or performing any number of other chores—leapt into the crisp water. (A few decades later, when Bill made one of his first major art purchases, he selected Claude Monet’s Field of Oats and Poppies, because it reminded him of a favorite family picnic spot on the ranch.)


A plastic surgeon eventually cured Fred’s palate condition. He maintained a foothold in the oil business, but his focus turned increasingly to ranching. He sold a refinery in Illinois and offloaded oil leases in northwestern New Mexico, channeling some of the proceeds into the December 1950 purchase of the 257,000-acre Beaverhead Ranch in southern Montana on the edge of the Continental Divide. The Beaverhead became the crown jewel of Fred’s burgeoning ranching empire. In 1952, he formed the Matador Cattle Company to oversee his ranch holdings, and in early 1953, he purchased three parcels of the historic Matador Ranch, founded in 1882 and located 70 miles west of Quanah in Motley County, Texas. Fred did not just buy choice acreage known for its “fat cattle and nutritious grass,” in the words of the Matador Cattle Company’s onetime president John Lincoln; he acquired approximately 105,000 acres of Texas history.


The ranches were a fixture of the Koch boys’ childhood, and during the summers Fred and his sons spent at least a month at Beaverhead, driving there by a different route each time in order to take in new sights as they made the 1,300-mile journey from Wichita. Trips to the family ranches were not vacations; they were yet another opportunity for Fred to break his children of any privileged tendencies through long days of labor.


The boys drove tractors, dug fence posts and irrigation ditches, rode herd, cleaned stalls, and performed other assorted jobs. On the ranches, the multimillionaire’s sons were treated no differently than lowly cowhands, and they lived alongside Fred’s employees in no-frills bunkhouses. One summer Charles bunked in a log cabin nestled in Montana’s Centennial Valley alongside a colorful cowboy named “Bitterroot Bob,” who was known to take potshots at flies as he lay in bed at night cradling his pistol. On his way back to prep school at the end of the summer, Charles and one of Fred’s employees stopped for lunch in Dillon, Montana. Charles glanced around the divey restaurant. “It sure is clean here,” he said.


Charles and his younger brothers endured their summers working on the ranches—and later even came to appreciate the character-building experience of it—but the eldest Koch brother rebelled against Fred’s reign. Every dictatorship has its dissident, and Frederick played this part within the Koch family’s rigid power structure.


Frederick was the outlier among his rough-and-tumble, ultracompetitive brothers. While the three younger boys took after their father, he gravitated toward his mother’s interests. Mary helped to nourish Frederick’s artistic side, and when he grew up, mother and son would enjoy spending time together taking in plays and attending performing arts festivals. Artsy and effete, Fred was a student of literature and a lover of drama, who liked to sing and act. He wasn’t athletic, displayed no interest in business, and loathed the work-camp-like environment fostered by his father, with whom he shared little in common, beyond a love of opera.


Fred bonded with his sons through manly pursuits, especially father-son hunting expeditions to far-off places, such as the Arctic and Africa. Frederick had no interest in such primeval excursions. Unlike his brothers, “Freddie didn’t want to learn” to shoot, Mary recalled. He was in “another world.”


The more Fred glimpsed signs of effeminacy in his son, the more he tried to toughen him up—and the more Frederick resisted. Finally, Frederick had a nervous breakdown, according to Charles, during a summer of forced labor on one of the family’s ranches. (“I have never had a ‘nervous breakdown,’ ” Frederick said. He added that after one summer of work at Spring Creek, he had subsequent summer jobs at a music store and a handful of banks in Wichita.)


“Father wanted to make all his boys into men and Freddie couldn’t relate to that regime,” Charles explained. “Dad didn’t understand and so he was hard on Freddie. He didn’t understand that Freddie wasn’t a lazy kid—he was just different.”


By the late 1950s, when Frederick was in his twenties, it was an open secret among the family’s circle of friends in Wichita that he was gay. “We all knew Freddie was gay,” said someone who spent time with the family and their friends in the 1950s and 1960s. “You know, those things—especially in an environment like Wichita—were almost whispered. It was common knowledge.”


Frederick could do little to relate to his father or win his approval. “Freddie was a sophisticate and a man of the world in addition to the fact that he was gay,” said Koch family friend Nestor Weigand. “It wasn’t something that was easily accepted in those days.” (According to Frederick, he is not gay.)


For eighth grade, Frederick’s parents sent him off to boarding school at Pembroke Country Day in Kansas City. He attended high school at Hackley, an elite private school located in New York’s Hudson Valley, where he was the class valedictorian. “My parents,” he explained, “were concerned that I needed to attend a prep school that would raise my academic level so that I could get into an Ivy League university. My father had gone to MIT, and my mother had gone to Wellesley, and they wanted their sons to go to [an] Ivy League university. They weren’t going to decide which one.”


Once he left home, Frederick’s lifeline to the family was largely through his mother, who remained close with her oldest son. “Freddie sort of segregated himself from the family very early on,” said family friend and Wichita real estate developer George Ablah. “And I think everyone was more comfortable with that.” According to Bill, “Freddie wanted no part of the family and did his own thing.”


“Unlike my brothers,” Frederick said, “I was interested in music, art, and literature. This did not mean I wanted ‘no part of the family.’ I always took an interest in the activities of my parents and my brothers.”


During their childhood, mention of Frederick caused noticeable discomfort among his brothers. “They just didn’t want Freddie’s name brought up,” said one family friend. “They knew there was something different about him. You didn’t hear much about Freddie at all.… It was almost like he wasn’t part of the family.”


In the 1960s, mention of Frederick even vanished from one of his father’s bios: “He and Mrs. Koch have three sons,” it read, “Charles, William, and David.”


Fred’s disappointment in his eldest son caused him to double-down on Charles, piling him with chores and responsibilities by the age of nine. “I think Fred Koch went through this kind of thing that I must have been too affectionate; I must have been too loving, too kind to Freddie and that’s why he turned out to be so effeminate,” said John Damgard, who went to high school with David and remains close with David and Charles. “When Charles came along, the old man wasn’t going to make that mistake. So he was really, really tough on Charles. He taught him the work ethic; he was tougher than nails.” David and Bill had it slightly easier, Damgard added. “I think Mary did a lot to protect the twins from the hard-driving father.”


Fred viewed Charles early on as the heir to his business empire, and rode him especially hard. Charles grew up with the impression that he was being picked on—and he was. As an eleven-year-old boy, tearfully pleading for his parents to reconsider, Charles was shipped off to the first of several boarding schools, this one in Arizona. “Charles was thrown out into the world at an early age,” said his friend Leslie Rudd, owner of Dean & DeLuca, the chain of gourmet markets, who believes this experience shaped Charles’s life.


As Charles admits, there was little about his teenaged self that suggested he was destined for greatness. He was smart, but with the type of unharnessed intellect that tends to get young men into trouble. Charles acted out, got into fights, stayed out late drinking and sowing wild oats. David has called his older brother a “bad boy who turned good,” and said, “Charles did some awful things as a teenager.” When it came time for high school, his exasperated parents sent him to Culver Military Academy in northern Indiana, whose notable alumni include the late New York Yankees owner George Steinbrenner, actor Hal Holbrook, and Crown Prince Alexander II of Yugoslavia. Charles considered it a prison sentence. The elite military school had a reputation for taking in wild boys and spitting out upright, disciplined men. Charles soon ran afoul of the administration.


On the train ride back to Culver after spring break of his junior year, Charles got busted for drinking beer and was promptly tossed out of school. Asked later how old Fred took the news of his expulsion, the best Charles could say of his father’s fury was, “I’m still alive.”


David remembered: “Father put the fear of God in him. He said, ‘If you don’t make it, you’ll be worthless. You’ve disappointed me.’ Father was a severe taskmaster. He could do that sort of thing so effectively.” Fred banished Charles to live with family in Texas, where he spent the remainder of the school year working in a grain elevator. It took some begging, but Culver ultimately reinstated Charles, with the proviso that he attend summer school.


“It was a miracle that such a successful businessperson developed from such a rebellious kid,” Harry Litwin, a friend and business partner of Charles’s father, once remarked.


When Charles became Fred Koch’s work-in-progress, he also became a lightning rod for his brother Bill’s jealousy. Being four-and-a-half years older than the twins, Charles was the alpha dog in the house, and he affected each of the twins in different ways. Bill was in some respects the most cerebral of the four Koch brothers, but he was also the most socially awkward and emotionally combustible. “[Bill] was kind of born with a temper,” Bill’s childhood friend, Jay Chapple, said. In his baby book, Mary had scrawled notations including “easily irritable,” “angry,” and “jealous.”


As a young boy, Bill resorted to desperate gambits for attention. “He was perverse,” Charles has said. “I remember when we were little, and the twins were drying off after a shower, and there was a little wall heater there, the kind with the grate and the little holes, and Mother said, ‘Billy, don’t touch that.’ And so Billy put his little bottom up against it and it burned him so bad he looked like a waffle.” On another occasion, when Mary warned her son to take a hog’s nose ring out of his mouth, Bill proceeded to gulp it down, necessitating a trip to the hospital.


Charles viewed Bill as a walking time bomb. “He’d lash out. He was violent. He’d throw tantrums.” Bill’s volatile emotions made it difficult for him to concentrate in school, and his worried parents eventually sent him to a psychologist, who advised that the only way to help Bill was to remove the source of his smoldering resentment—Charles. “We had to get Charles away because of the terrible jealousy that was consuming Billy,” Mary told The New York Times’s Leslie Wayne in a 1986 interview. So off he went to Arizona.


Bill recalled a Lord of the Flies–like childhood, in which his parents frequently left him and his brothers in the care of the household help “to grow up amongst ourselves,” while Fred traveled the world tending to his business empire and Mary either accompanied him or was out of the house at cocktail parties or society events. When Fred was home, his emotional distance caused his sons to clamor for attention and approval. As Bill put it, “When you’re one of four kids, the only currency you have is the love of your father, and we all fought for that.”


Bill remembered Charles as a mischievous bully, who perched astride the family storm cellar during backyard games of King of the Hill and gleefully flung him down to the ground whenever he tried to scramble to the top. And Bill has said that his older brother took sadistic pleasure in provoking fights between him and David. Bill nevertheless idolized his older brother, though Charles made it painfully clear that he preferred David’s company.


Bill and David were twins, but David and Charles were natural compatriots. David was self-confident and athletic, with a mild temperament and a contagious laugh. “Charles and David were so much alike, they were always really good friends. And Bill probably felt a little left out,” said their cousin Carol Margaret Allen. “Charles always had quite a following of girls, and so did David. And Bill—I think he would have liked to have had more girls following him. He was not as gregarious and outgoing.”


Bill sprouted up quickly before his body could grow accustomed to the spurt. Awkward and uncoordinated, he spent his childhood trying to keep up with his brothers and feeling constantly left out by Charles. Bill felt like the family geek. His self-esteem plummeted. “For a long time,” he later reflected, “I didn’t think I was worth shit.”


Though the Kochs exiled Charles to boarding school, the seeds of a bitter sibling rivalry were already sown. Fred did not help the brotherly dynamic. He even encouraged the twins to fight. Home movies, in which the brothers can’t be older than five or six, show Bill and David battering each other wearing puffy boxing gloves the size of each other’s heads. “He wanted his boys to grow up to be men,” said David’s friend John Damgard. “And I think the old man would pit the twins together because they were the same age and he was teaching them techniques in boxing. And that probably started the rivalry.”


Day to day, sometimes hour to hour, David and Bill were either the best of friends or the worst of enemies. The twins did everything together and shared the same tight-knit circle of friends, most of whom played together on the basketball team of Wichita’s Minneha Middle School. One of the brothers’ favorite pastimes was “bushwhacking.” This involved first cajoling Morris, the tough but good-natured property foreman who squired them around Wichita, to drive them up and down the rural roads near the Koch compound after dark. The idea was to search for couples pulled over at secluded make-out spots. When they spotted a parked car, Morris flicked off the lights and crept up on it, as one of the brothers or their friends lit the fuse on a cherry bomb. When they were almost on top of the vehicle, Morris switched on the high beams and out the window the firecracker flew, scaring the bejesus out of their target. Cackling maniacally, the boys peeled off into the night looking for more couples to terrify.


Bill possessed a firecracker-like fuse of his own, and he and David frequently brawled. A certain antagonism between brothers isn’t uncommon, but the combativeness between the Koch twins was anything but standard. During one bout, Bill bashed his twin over the head with a polo mallet. During another altercation, witnessed by members of the twins’ middle school clique, Bill brandished a butcher knife against his brother and had to be calmly talked down. David still bears a scar from the time Bill pierced him in the back with a ceremonial sword that their father brought back from one of his African adventures.


When it came time for the twins to attend prep school, they had their pick of prestigious institutions. David chose Deerfield Academy, an all-boys boarding school in northwestern Massachusetts that groomed East Coast Brahmins for the Ivy League. He credited the school, where he would go on to distinguish himself on the basketball and track teams, with transforming him “from an unsophisticated country boy into a fairly polished, well informed graduate.”


Bill opted for another path. Of all the schools he could have selected, he chose the alma mater of the older brother he alternately revered and resented. Bill’s choice of the Culver Military Academy alarmed Mary, who later confided to an interviewer that her son had become unhinged in his fixation on Charles.


“You’ve got to talk to a psychiatrist to analyze it,” David would later sigh, reflecting on the Bill-Charles dynamic.


“This was not a lovey-dovey family,” mused a member of the extended family. “This was a family where the father was consumed by his own ambitions. The mother was trapped by her generation and wealth and surrounded by alpha males. And the boys only had each other, but they were so busy in pursuit of their father’s approval that they never noticed what they could do for each other.”


“Everything,” the relative added, “goes back to their childhood. Everything goes back to the love they didn’t get.”















CHAPTER TWO



Stalin’s Oil Man


Fred’s business success—both at home and abroad—came at a steep price for the Koch family patriarch and cast long shadows over his sons’ formative years. The innovation that made him rich also invited an onslaught of patent infringement litigation from a company called Universal Oil Products, which was owned by a consortium of major U.S. oil companies, including the remnants of John D. Rockefeller’s Standard Oil. The lawsuits drove him to look abroad for business opportunities, including to Josef Stalin’s U.S.S.R.


When Fred entered the oil business, a new refining process called thermal cracking was sweeping the industry. Standard Oil of Indiana first employed this method commercially in 1913, but it didn’t come into wider use until the 1920s. Prior to its discovery, refineries relied on a simple, but wasteful process for distilling crude oil into gas, fuel oil, kerosene, and other petroleum-based products.


Petroleum consists of a stew of organic compounds that separate at the right boiling point. The lighter, more volatile hydrocarbons (gasoline) vaporize at lower temperatures than the heavier, more stable ones (fuel oil). Before thermal cracking, refineries used a process called straight-run distillation, in which they heated crude oil in metal stills and, as each of the petroleum “fractions” reached their respective boiling points, siphoned off the vapor and recondensed it. Through this technique, a barrel of crude yielded perhaps 11 percent gasoline.


Refineries could double gas yields—or better—using thermal cracking. By applying the right combination of heat and pressure, the process altered the chemical makeup of petroleum, breaking it into simple molecules and “cracking” heavy hydrocarbons into lighter ones, squeezing more gasoline from each barrel of oil.


Cracked gasoline (the only kind modern consumers know) was initially unpopular with the American public, owing to its yellowish hue and pungent odor, in contrast to the clear and somewhat sweet-smelling product they were used to. But as demand soared, the commercial advantages of the cracked product became impossible to ignore. Before long, oil company chemists, freelance inventors, and amateur tinkerers of all kinds had flooded the U.S. Patent and Trademark Office with patent applications covering every conceivable aspect of the cracking process. By 1926, the government had issued more than 2,500 cracking-related patents.


In the 1920s, cracking technology was largely proprietary, either exclusive to the big oil companies that had been spun off from Standard or available at a steep per-barrel licensing fee. Fred’s company, Winkler-Koch, having developed its own cracking method, had a different business model. It didn’t license its process; it charged clients only for the design and installation of its cracking equipment.


Independent refineries found Winkler-Koch attractive for other reasons, too. When cracking was first introduced, its main drawback was that the process caused a thick film of carbon residue, known as coke, to form in the refining equipment. This forced refineries to shut down regularly in order to chisel the coke from the chambers of their machinery before running another batch of oil. The equipment designed by Fred and his partner, however, could crack the heaviest of hydrocarbons while producing little buildup.


In 1928, Winkler-Koch installed its cracking process at a refinery in Duncan, Oklahoma, owned by Fred’s uncle, L. B. Simmons. And over the next year the orders poured in. Before long, the engineering firm had inked sixteen contracts at refineries across the Midwest, netting a tidy $520,000 profit.


Word of the Winkler-Koch process spread quickly and far. This attracted customers, but also placed Fred’s company on a collision course with the more established players in the refining business.


Chicago-based Universal Oil Products, which had developed a popular cracking method and owned a trove of related patents, spent much of the 1920s suing the nation’s biggest oil companies for pirating its technology. The aggressive company proved such an industry menace that a group of major oil companies ultimately banded together to buy Universal, if only to put a stop to the merciless legal campaign.


During the late 1920s, the name “Winkler-Koch” was on the lips of all the refinery owners in the Southwest, or at least it seemed that way to G. W. Miller, a Universal sales engineer who canvassed Arkansas, Kansas, Louisiana, Oklahoma, and Texas in pursuit of new licensees. Miller would recall that Fred Koch’s company was “conducting a very aggressive, active campaign and sales program, and that was the chief competition during those years.”


Not only was Winkler-Koch courting potential Universal Oil Products licensees, but it had poached at least one existing customer, Arkansas-based Root Refining Company. As Miller worked his territory, he gathered intelligence about his competition’s activities and relayed it back to Universal’s headquarters. The company soon fixed its gaze on its competitor in Wichita.


In early 1929, the oil industry buzzed with rumors that Universal was poised to strike. With the specter of a lawsuit looming, Fred and his partner took preemptive action. On February 25, 1929, they gathered their clients for an emergency meeting at the Winkler-Koch offices in Wichita.


Fred’s pitch was simple: By going it alone, they stood little chance; Universal, with its army of lawyers, could bleed a smaller competitor dry with the legal fees alone. Their only chance was to band together to fight back against this latest attempt at oil industry monopoly. They needed to consider a lawsuit against one of them as a threat to all of them.


The previous week, Koch and Winkler had incorporated a new company for this purpose—the Winkler-Koch Patent Company would act as a legal defense fund for users of the Winkler-Koch cracking process. The plan initially called for each customer to chip in $5,000 for every Winkler-Koch still it operated; in exchange customers would be defended in any litigation brought by Universal Oil Products. To supplement the fund, which in the years to follow ballooned to more than a million dollars, Winkler-Koch tacked a one-cent royalty on to each barrel of oil cracked using its method.


Less than two weeks after the Wichita summit, Universal made its move, filing suit against Root Refining, its former customer, and Winkler-Koch.


Fred Koch’s two-decade legal battle against Universal is now a central part of the identity of Koch Industries and of the Koch family. His sons drank it in along with their milk at the family dinner table, and as grown men they recounted the story often, as both a point of pride and a cautionary tale. It features in nearly every news account describing the clan’s history and the origins of their wealth. The narrative plays out along a familiar story line—an underdog company that fought back against would-be monopolists and a tough-as-nails engineer who refused to back down in the face of great odds and held firm to his principles of fairness and justice.


The truth is more complicated.


Before going into business for themselves in 1925, Fred’s partners, Lewis Winkler and Dobie Keith, worked for Universal Oil Products, and they knew the company’s patented cracking process intimately. The technique was developed by Carbon Dubbs, a burly, bald-headed inventor said to possess a temperament as volatile as the element he was named for. Before leaving Universal, Winkler had been Universal’s chief engineer, overseeing the construction and start-up of the Dubbs cracking units built in the Midwest. In 1921, Winkler had worked shoulder to shoulder with Carbon Dubbs in Roxana, Illinois, where Universal engineers installed the first commercial cracking unit that relied on the inventor’s process at a refinery owned by a U.S. subsidiary of Royal Dutch Shell.


Dubbs, the son of an eccentric tinkerer from Pennsylvania oil country, had managed to solve the problem of carbon residue accumulating and hardening like burnt coffee in the refining machinery.


Between 1918 and 1919, working out of a remote asphalt plant near Independence, Kansas, Dubbs pioneered a method he called “clean circulation,” which allowed refiners to run crude oil without interruption for weeks. The key was continuously circulating cracked oil with crude at 865 degrees Fahrenheit and 100 pounds of pressure per square inch.


The discovery revolutionized the industry, and Universal banked on the fact that oil refiners would pay handsomely to license its cracking process. What the company didn’t expect was that, before it could fully capitalize on its technology, ex-employees would go head-to-head with Universal in the cracking arena.


In July 1932, when Universal’s case against Winkler-Koch and Root Refining, the former Universal licensee, went to trial in Wilmington, Delaware, Lewis Winkler declined to testify. Even so, lawyers highlighted his past association with Universal and close knowledge of the cracking method that Winkler’s ex-employer had accused his new firm of imitating. A letter was also introduced in the case in which a Winkler-Koch employee touted the firm’s principals as “post graduates of Universal.”


Fred Koch’s lawyer J. Bernhard Thiess portrayed Universal as what today would be called a “patent troll.” He argued that Universal was “exclusively a patent holding company” that existed solely to wage “commercial warfare” against competitors. He framed Universal’s business model as a form of extortion, where “a small refiner who is threatened by a powerful patent holding company, is told that if he does not take a license he will suffer the penalty.”


The case dragged on for more than a month, as Fred anxiously watched the proceedings from the gallery. At one point, Warren K. Lewis, the chair of MIT’s chemical engineering department, whom Fred would have remembered from his college years, took the stand to testify—for the plaintiffs. He proclaimed the Winkler-Koch process a Dubbs knockoff. “The differences that do exist are modifications that do not affect the principle and the process as Dubbs disclosed them, in my opinion.”


The verdict, nearly two years in coming, arrived on a Friday in late April 1934. Finding for Universal, the ruling cited Professor Lewis’s testimony at length. The Chemical Bulletin called the court decision a “decisive victory” for Universal and added ominously, “It is understood that Universal now proposes to proceed vigorously against all infringers of its cracking patents.”


Though Winkler-Koch’s lawyers quickly appealed to the Third Circuit in Philadelphia, a three-judge panel upheld the lower court verdict in June 1935. Universal wasted no time telegramming the news to the nation’s oil refiners: “We assume you will be interested to know that the Federal circuit court of appeals, Philadelphia, unanimously affirms validity of Dubbs clean circulation.… Copy of opinion will be mailed to you.” The message sounded benign enough, but it was a warning: Take out a license with Universal. Or else.


On October 21, 1935, less than two weeks before the birth of Fred’s second son, Charles, he received the distressing news that the U.S. Supreme Court had declined to hear the case. Subsequent events would send Fred a strong message that the U.S. legal system was deeply flawed.


Though Fred didn’t know it then, he would eventually learn that the ruling that had sealed his company’s fate had been bought and paid for. A few days after the Supreme Court decided against hearing the case, J. Warren Davis, a veteran judge on the Third Circuit Court of Appeals, the body that upheld the lower court’s infringement verdict against Winkler-Koch, worked out a complex transaction with a Pennsylvania lawyer named Morgan Kaufman. Kaufman, who was on Universal’s payroll, was an undistinguished attorney with no experience in the area of patent law, but his real value lay in his association with the judge, an ordained Baptist minister appointed to the federal bench by President Woodrow Wilson. The men agreed that Kaufman would loan $10,000 to one of the judge’s distant cousins, who would then repay the loan—with 8 percent interest—to Davis. Universal had taken no chances that its competitor’s legal challenge would prevail. This was Davis’s payoff—delivered at the conclusion of the case—for making sure Winkler-Koch and Root Refining lost their appeal.


In March 1941, a highly publicized bribery scandal erupted when a federal grand jury indicted Davis and Kaufman, along with Hollywood producer William Fox (namesake of 20th Century Fox), who’d made two similar “loans” to the judge while his bankruptcy case was pending before the appeals court.


Fox pleaded guilty, spilling his guts on the witness stand against Davis and Kaufman. The pair escaped conviction, but the extensive federal investigation into Davis’s dealings sullied his other rulings. This opened up a legal avenue for Winkler-Koch’s lawyers, who, in June 1941, requested an inquiry.


The infringement verdict was ultimately vacated. The irony was that if Universal had not resorted to bribery, it likely would have prevailed over Root and Winkler-Koch—and the tale of Fred Koch’s war with Big Oil would have read quite differently.


With Universal ensconced in scandal over bribery allegations, Fred went on the legal offensive, striking back at the adversary that had put his company through a nightmarish campaign of litigation. The oil giants who owned Universal hastily offloaded the company to distance themselves from the controversy, but Fred and his lawyers went after them with a vengeance. By 1952, he managed to extract $1.5 million from his foes.


The victory was bittersweet. The lengthy battle had taken a toll on Fred’s partnership with Lewis Winkler. The businessmen severed ties in 1944. (Dobie Keith, Fred’s old MIT pal who had brought him to Wichita, left their start-up a few months after Fred joined for a steadier opportunity in Boston.)


Spanning the Koch brothers’ childhood, their father’s twenty-three-year struggle loomed large in their impressionable minds. The brothers grew up glimpsing the concern knitted into his brow and feeling his anxiety, an apprehension so great it almost seemed to occupy physical space in their household. “It was a living hell to him,” David remembered. “… It was very damaging to his business, and he had an extremely unhappy experience—just the time, the wear and tear, the mental strain on him.” Fred’s legal war especially affected Bill, Charles, and David, and the brothers each took different lessons from it.


Based on their father’s experience, Charles and David, who initiated their share of lawsuits over the years, nevertheless came to view litigation as a last resort, a necessary evil. According to Charles, Fred’s advice to his sons, after prevailing over Universal, was, “Never sue. The lawyers get a third, the government gets a third, and you get your business destroyed.” Bill Koch took away a different lesson: He would grow up to see litigation as a weapon of righteous retribution. In their father’s stand, the brothers saw a man of iron will and concrete principle who wouldn’t be cowed or coerced, who wouldn’t back down in the face of a just fight. Each of the brothers, in his own way, internalized these values. As they grew up, the brothers recognized these same traits at work in their father’s crusade against the spread of communism.


The last place Fred Koch expected to be on his thirtieth birthday was deep in the Russian Caucasus in the company of a diminutive and joyless Bolshevik. But the toll that the Universal Oil Products battle took on Winkler-Koch’s revenues had pushed Fred and his partner out of the United States and into the welcoming embrace of Josef Stalin’s Soviet Union.


In the late 1920s, the newly formed U.S.S.R. dispatched scientists and engineers to the United States to search for cracking technology that could aid Stalin’s plans for rapid industrialization. Just a few decades earlier, Czarist Russia had led the world in petroleum production. The empire’s rich oil fields in the Caucasus, along the Caspian and Black Seas, made the Russians such a formidable force that Rockefeller’s Standard Oil had scrambled to establish a network of overseas subsidiaries in a battle for market share.


The biggest blow to the Russian oil sector was self-inflicted. Over the course of three days in August 1905, on the heels of the first Russian Revolution, oil workers in the Absheron Peninsula of Azerbaijan rioted. They burned more than 1,400 oil derricks, sabotaged well shafts, and mangled drilling equipment. Oil production plummeted. For at least the next decade, Russia’s oil industry limped forward as the U.S. oil sector took off. Then came World War I, and a wave of uprisings in 1917 that ushered in a Bolshevik government, which gradually consolidated the oil industry under state control.


Revolution and war had decimated the region’s economy, and the Soviet Union’s new communist leaders placed a premium on revitalizing the oil industry to turn around the U.S.S.R.’s economic prospects. The Soviets looked to the West for technology and technical expertise. Sometimes in exchange for oil concessions or royalties, American and European companies began to supply modern drilling equipment. And Western oil field workers and engineers poured into the region to professionalize the Soviet Union’s drilling operations and oversee the construction of pipelines.


But even as the Soviets revamped oil production sites, modern refining technology remained elusive. The country’s leaders desperately wanted to transition to thermal cracking, but the major American companies, the leaders in this field, were reluctant to provide this technology, especially to a regime with which the United States had severed diplomatic relations.


Many American companies did business with the Soviet Union during this era, but the subject of trade relations between the countries was controversial and a matter of considerable national debate. During a speech in 1931, Representative Hamilton Fish III, a New York Republican and the grandson of Ulysses Grant’s secretary of state, summed up the opposition to aiding the Soviets for his congressional colleagues on the Ways and Means Committee. “It is plain to the mind of anyone living in a capitalistic country, that what is contemplated is a plan for a great world revolution,” he said. “… That 5-year plan aims at just one thing—the economic ruin of every nation in the world that has not the Soviet form of government, and they contemplate eventually the establishment of the Soviet government in this country and everywhere else.”


Fred Koch and his partner didn’t have the luxury to worry about Soviet plans for world domination. They needed work, and Koch’s summons to Russia began innocently enough. Visiting the United States in the late 1920s, Alexander Sakhanov, research director of the Soviet oil concern Grozneft, discovered Winkler-Koch. The company did not possess the best or most advanced cracking technology, Sakhanov wrote home in an April 1929 letter, but “its merit consists in extreme simplicity and, as a consequence, cheapness.”


The year of Sakhanov’s visit, Winkler-Koch signed contracts with Amtorg, the Soviet Union’s U.S.-based trade representative, to design and construct fifteen oil cracking stills in the U.S.S.R. at refineries located in Baku, the capital of Azerbaijan; the Chechen capital of Grozny; the Russian Black Sea port town of Tuapse; Yaroslavl, located 160 miles northeast of Moscow; and other locations. The deal, worth nearly $5 million, also called for the engineers to consult on the construction of dozens more cracking units.


The Soviets were demanding customers. They requested detailed technical data and specifications, and their deal with Winkler-Koch also required the company to use its contacts to place thirty Soviet engineers at American manufacturing plants and refineries, where they could study their operations during six-month internships. This would later allow the U.S.S.R. to replicate Winkler-Koch’s cracking stills using its own engineers.


On August 27, 1930, when Fred arrived in Moscow to check on the progress of his engineers, the Soviet government assigned a minder to keep tabs on him during his month-and-a-half-long journey to the refineries in Grozny, Tuapse, Batumi, and other cities where the installation of Winkler-Koch cracking units was under way.


Jerome Livschitz, who had spent twelve years living in the United States before returning to Russia to take part in the 1917 revolution, inspired fear wherever he went. Along with a near-constant sneer, the little man, with graying hair and a pinched face, wore an ill-fitting suit. What small pleasure Livschitz derived out of life seemed to come from goading Fred about the plans of the communists to infiltrate every aspect of American society. The schools, the churches, the unions, the military, the government—all were communist targets. Just you wait and see, Livschitz taunted, “we will make you rotten to the core.”


One day, as they convoyed through the Georgian capital of Tblisi, the car carrying Livschitz flipped. Fred and another American engineer rushed to free him from the wreck. Dazed from the crash, the Bolshevik seemed surprised the Americans had come to his aid. “Why did you save my life?” he asked. “We are enemies. I would not have saved yours.” He paused and reflected, momentarily feeling in a charitable mood. “Perhaps when the revolution comes to the U.S.A., and I return there, I will spare your lives.”


Fred had traveled widely, but he had never seen conditions like the ones he witnessed in the Soviet Union. A deep gloom pervaded the country, and an undercurrent of trepidation pulsed through the populace. He “found it a land of hunger, misery, and terror.” Citizens were allotted a monthly ration of food that was barely enough to subsist on. The government provided coupons redeemable for bland and ill-made clothes, and issued citizens a half-bar of soap each month for washing. Communist informants lurked everywhere. A trip to Siberia—if not a bullet in the head—awaited anyone suspected of disloyalty.


During his travels, Fred befriended a Russian family who had lived in the United States before returning to their homeland following the Bolshevik revolution. Their English-speaking children worked as translators for Winkler-Koch’s American engineers. One of them, a daughter named Mary, begged Fred to carry a letter out of the country for her, in order to sneak it past the Soviet censors who monitored the mail. He agreed, but later couldn’t help himself from peeking at the contents: “We are here just like slaves,” Mary had written to a friend. “We cannot do anything we want but we do what they tell us to do.… I cannot write it to you on paper how terrible it is here.”


In late October 1930, as Fred began his journey home following a round of meetings with Soviet officials in Moscow, Livschitz saw him off at the train station. The communist’s parting words chilled him: “I’ll see you in the United States sooner than you think.” Etched into his mind, this troubling memory visited Fred often in the years ahead, as slowly but surely he saw the plot of communist subversion unfold—just as Livschitz promised it would. To the end of his days, he was deeply haunted by what he’d seen in the Soviet Union and conflicted by the role he and his company had played in empowering the U.S.S.R.


“I was naïve enough to think in that far away day that I could help the Russian people by what I was doing,” he wrote in a 1964 letter to the editor that ran in The Washington Post. “What I saw in Russia convinced me of the utterly evil nature of communism.… What I saw there convinced me that communism was the most evil force the world has ever seen and I must do everything in my power to fight it, which I have done since that time.”















CHAPTER THREE



“The Dead Will Be the Lucky Ones”


On the morning of December 8, 1958, as a light snow fell in Indianapolis, Fred Koch strode up the walkway to the sprawling brick Tudor home at 3650 Washington Boulevard. Stepping out of the chill and shedding his coat, Fred was greeted by Marguerite Dice, the widow who had volunteered to host the meeting that would mark the birth of the John Birch Society.


Fred found a seat in Dice’s spacious living room, where plush chairs and davenports had been arrayed in a semicircle. There with him were ten others, including T. Coleman Andrews, former commissioner of the Internal Revenue Service, who had resigned his post in 1955, coming out as a vocal foe of the income tax; Col. Laurence Bunker, a former aide to General Douglas MacArthur; Wisconsin industrialist William Grede; W. B. McMillan, president of the Hussman Refrigerator Company; and University of Illinois classics professor Revilo Oliver, later a hero of white supremacists for his racist and anti-Semitic jeremiads.


Robert Welch had convened the meeting. He was a former candy company executive who in the mid-1950s had quit his job to devote himself full-time to fighting communism. How could he continue peddling Sugar Babies and Junior Mints when America—the world—was in crisis?


Welch was a child prodigy who had entered college at the age of twelve. He had dabbled in politics, launching a 1950 bid for lieutenant governor in Massachusetts on a platform of repelling the creep of socialism into state and federal government. He lost the race, but his dystopic vision of a subverted, subjugated America gained traction. To disseminate his ideas, Welch founded a magazine, One Man’s Opinion (later renamed American Opinion). And that was the problem: Welch was just one man. If he hoped to defeat the existential threat of communism, he would need an army.


Fred Koch, whose fervent anticommunism had brought him to Welch’s notice, seemed like an ideal general. Since returning from the Soviet Union in 1930, he had watched his four sons grow up in a world where the words of his old Bolshevik minder seemed to be coming true. Fred now saw evidence of communist infiltration everywhere. Jerome Livschitz’s taunt—we will make you rotten to the core—echoed in his ears. His time among the Soviets, and his firsthand experiences witnessing a society fully under the boot heel of government, was regular table talk for the Koch boys.


“He was constantly speaking to us children about what was wrong with government and government policy,” David has said. “It’s something I grew up with—a fundamental point of view that big government was bad, and imposition of government controls on our lives and economic fortunes was not good.”


Fred’s experiences in the Soviet Union, which in turn drove his interest in politics and economics, especially influenced Charles. “That sparked the evolution of Charles’s political views,” said Tony Woodlief, a former Koch Industries management consultant who knows Charles well. “You can blame it on Standard Oil.”


The more Fred traveled the world, the more horrified he became at the growing influence of socialism and communism—to the point where, on the cusp of World War II, he even saw something laudable in the rise of fascism. “Although nobody agrees with me, I am of the opinion that the only sound countries in the world are Germany, Italy, and Japan, simply because they are all working and working hard,” he reported in an October 1938 letter to his mentor Charles de Ganahl, after an extensive trip that included stops in imperial Japan and (“violently socialistic”) New Zealand.




The laboring people in those countries are proportionately much better off than they are any place else in the world. When you contrast the state of mind of Germany today with what it was in 1925 you begin to think that perhaps this course of idleness, feeding at the public trough, dependence on government, etc., with which we are afflicted is not permanent and can be overcome.





At the end of World War II, Fred believed that the next great clash would be fought between the forces of capitalism and collectivism, but to his frustration, few people seemed to recognize the peril. He saw it as his duty to raise the alarm. “I think these times are far more serious even than Civil War days,” he confided to a friend and retired military officer. “That war was merely to decide whether we were going to be one nation or two, whereas the fight that is going on now in this country is going to decide whether we are going to be free men or slaves.” (This was a bizarre comment to make, since the Civil War was fought, in large part, to eradicate slavery.)


As he became increasingly outspoken about the menace of communism, Fred returned to Moscow in 1956 (his first visit in twenty-six years), joining a delegation of ten prominent Wichita businessmen on a “friendship tour” to refute Soviet propaganda about the evils of capitalism. “We have been painted as oppressive masters of the laboring people,” one of Fred’s companions said at the time. “We are nothing of the sort. Although we are wealthy in terms of worldly goods, we are humanitarians in every respect.” The quixotic trip only reinforced the immutability of the ideological battle under way.


When Welch summoned Fred to Indianapolis, he did not tell the industrialist the reason for the meeting. He merely said that the topic was of the gravest importance.


“The meeting will be completely ‘off the record’—you will simply be in Indianapolis, or just in the Midwest, on business,” Welch wrote to the small circle of prominent men he had picked to attend the conclave. “And since there is no way I can tell you of the ideas which I hope to see thoroughly discussed there, without writing volumes, you will have to take for granted that I would not ask such busy men to give up two whole days in this way unless I thought it would be worthwhile.”


When all his guests took their seats, Welch made his entrance toting a thick stack of note cards. Tall, with thinning gray hair and pursed lips, Welch looked a bit like Mr. Magoo. He shook hands with the men and, knowing there was much ground to cover, took his place rigidly behind a podium that he had borrowed from a nearby church.


“Before tomorrow is over,” Welch said, “I hope to have all of you feeling that you are taking part, here and now, in the beginning of a movement of historical importance.” Speaking for hours on end in his customary monotone, interrupted only by small breaks for food, Welch outlined the dizzying breadth of the communist conspiracy, reaching back to the Roman and Greek empires—civilizations that “did perish of the cancer of collectivism”—to illustrate the tragic fate that could be awaiting the West.


“This octopus is so large,” Welch said, “that its tentacles now reach into all of the legislative halls, all of the union labor meetings, a majority of the religious gatherings, and most of the schools of the whole world. It has a central nervous system which can make its tentacles in the labor unions of Bolivia, in the farmers’ co-operatives of Saskatchewan, in the caucuses of the Social Democrats of West Germany, and in the class rooms of Yale Law School, all retract or reach forward simultaneously. It can make all of these creeping tentacles turn either right or left, or a given percentage turn right while the others turn left, at the same time, in accordance with the intentions of a central brain in Moscow or Ust-Kamenogorsk. The human race has never before faced any such monster of power which was determined to enslave it.”


To others, this might have sounded like pure lunacy. But Fred knew better. Of the men who had assembled in Indianapolis, he perhaps had the most direct experience with communism. He had seen the beast up close.


The communists had either executed or banished to Siberia many of the Soviet engineers Fred worked with in the early 1930s. Even the loyal Bolshevik Jerome Livschitz had faced a firing squad in 1936 for allegedly plotting with Stalin’s nemesis, Leon Trotsky.


Fred suspected Stalin’s assassins had struck even closer to home. In 1930, Winkler-Koch trained a Russian engineer by the name of Hachatouroff, who while en route back to the Soviet Union, received word that his life was in danger. He returned to Wichita, where Fred gave him a job. But a few months later, Hachatouroff was found dead after falling from a hotel window. The authorities ruled his death a suicide. When Charles was old enough to hear the gruesome tale, Fred told him about Hachatouroff and about the brutality of the Soviet regime, where a man’s life was not his own and where almost any transgression was punishable with death. Fred said that he didn’t buy the official explanation of the Russian engineer’s demise. He believed the KGB had murdered him. “He was always convinced that they pushed him out,” Charles remembered.


Only as dusk fell on that first day in Indianapolis did Welch unveil his vision. Defeating this many-tentacled monster, Welch explained, required its own multipronged approach: the establishment of Christian Science–like reading rooms and bookstores, to educate people on “the true history of events and developments of the past two decades”; the organizing of front groups (“little fronts, big fronts, temporary fronts, permanent fronts, all kinds of fronts”); and support for conservative news outlets—Welch’s American Opinion, but also William F. Buckley’s National Review (then a mere three years old), the Dan Smoot Report, and Human Events.


Additionally, Welch’s movement would make prodigious use of the “letter-writing weapon,” causing a “continuous overwhelming flood” of correspondence to descend on everyone from Washington lawmakers and executive agency heads to newspaper editors, TV sponsors, and educators. Welch intended to place their weight onto “the political scales in this country as fast and as far” as possible.


It wasn’t until the following day that Welch gave a name to his movement: the John Birch Society. For those unfamiliar with Birch, Welch handed out packets containing copies of the 1954 biography he had written of the young Baptist preacher and Army captain, who was shot dead by Chinese communists in August 1945, a week-and-a-half after V-J Day. Welch considered Birch the first martyr of the Cold War. “It is my fervent hope that the John Birch Society will last for hundreds of years and exert an increasing influence for the temporal good and spiritual ennoblement of mankind throughout those centuries,” Welch told the men seated in front of him.


Over the course of the two-day retreat, Welch succeeded in stirring the patriotic instincts of his guests, who had needed little convincing that the nation was on a destructive path. Before Welch even concluded his presentation, Hussman Refrigerator Company’s W. B. McMillan scratched out a check for $1,000: “Here, Bob, we’re in business.” Fred Koch enthusiastically signed on, too, later joining the John Birch Society’s National Council, along with most of the other attendees.


After Indianapolis, Fred threw himself more vigorously than ever into the fight against communism. He besieged lawmakers with letters demanding they address the peril facing the nation, writing to one congressman that “inaction means in a very few years Red Chinese and Red Russian soldiers will be marching in our streets. In that event the dead will be the lucky ones.” And in 1960, Fred self-published a short tract called A Business Man Looks at Communism, which warned of an impending communist takeover. The pamphlet was an outgrowth of a talk on communism he’d given to Wichita Rotarians, and which he was subsequently asked to reprise on local radio station KFH. So many listeners called in asking for copies that Fred decided to expand on his remarks in a 39-page booklet.


He produced a forceful, though deeply paranoid polemic intended to jar Americans from their apathy: “It is not the Communists who are destroying America,” he wrote. “America is being destroyed by citizens who will not listen, are not informed, and will not think.”


One likely path to a communist coup, he wrote, was the “infiltration of high offices of government and political parties until the President of the U.S. is a Communist.… Even the Vice Presidency would do, as it could be easily arranged for the President to commit suicide.”


Fred saw the specter of communism lurking behind everything from American foreign aid (“the U.S.A. is following Stalin’s spending prescription”) to tax-free nonprofits (“using the astronomical sums of money in their control to bring on socialism”), and from college campuses (“one of the breeding grounds of recruits for the Communist Party”) to churches (“ministers don’t become Communists but Communists become ministers”).


Even modernist painters were part of the conspiracy: “The idea is to make our civilization seem degraded, ugly, and hopeless.” According to Bill Koch, Fred found Pablo Picasso particularly loathsome. “My father hated Picasso because he was a communist.”


The American civil rights movement also figured into the plot. “The colored man looms large in the Communist plan to take over America,” Fred wrote, noting that he’d been told that the Communist Party had influenced the welfare laws in major American cities “to make it attractive for rural Southern Negroes and Puerto Ricans to come to those cities.” Later, when the communists wanted to seize control of urban centers, they “will use the colored people by getting a vicious race war started.”


Fred reserved special scorn for labor unions, which endeavored to “have the worker do as little as possible for the money he receives,” he wrote. “This practice alone can destroy our country.” And he alleged that the “Communist-infiltrated union” whose members controlled the wire traffic in and out of the Pentagon had “probably” handed over America’s secrets to the communists.


Fred initially printed 12,500 copies of his pamphlet, which he distributed to every weekly newspaper in the country, along with other interested parties. Demand was so great that by late 1961, it had entered its ninth printing. At least 2.6 million copies of A Business Man Looks at Communism would ultimately go into circulation.
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