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Introduction


IN THE SPRING OF 2018, Jamie Dimon phoned me at my office at the University of California, Berkeley. I had criticized him publicly, and he was not pleased. He sounded off on the phone for several minutes without stopping. Finally he asked, “You still there?” I said, “Yes,” and then told him in abbreviated form what I will tell you in the rest of this book.


Dimon has a great amount of influence over the system. He heads the largest bank on Wall Street, JPMorgan Chase, which survived the 2008 financial crisis better than any other big bank. After the crisis, The New York Times gave Dimon the backhanded compliment of being “America’s least-hated banker.” He also heads the Business Roundtable, a lobbying group of the most powerful CEOs in America. He is featured regularly on cable news and in the business press. His opinions carry significant weight on Capitol Hill.


Dimon describes himself as “a patriot before I’m the CEO of JPMorgan.” He is a lifelong Democrat. He speaks out about the injustices and inequalities of contemporary America. He is not just talk. He has pushed his bank to invest in poor cities and to create better opportunities for the disadvantaged.


I believe he’s sincere. But he is awash in self-delusion, a condition especially dangerous in people who have significant power over others. Dimon doesn’t see how he has contributed to the mess we’re in. He doesn’t acknowledge the inconsistencies between his preferred self-image as “patriot first” and his roles as CEO of America’s largest bank and chairman of the Business Roundtable. He doesn’t understand how he has hijacked the system.


I often single out Dimon in this book because he is emblematic of an abdication of public responsibility to maintain the health of our political-economic system at a time when a comparative few at the top have more power over it than at any time in over a century. They have used their power to give themselves unprecedented wealth, which has bought them even more power. They have justified their wealth and power as being in the interest of the public, but the public has been shafted.


Dimon himself is not the problem. If he weren’t running JPMorgan or chairing the Business Roundtable, someone else would be, and probably not as capably. Regardless of who is in charge, a big part of those jobs is siphoning off the gains of the economy for the benefit of a few at the top. This is how the current system is organized. This is how incentives within the system are designed.


To the extent Dimon or others like him are blameworthy, the fault lies in their unwillingness to buck these incentives in order to change the system for the well-being of the vast majority. This may be an unrealistically high bar. Dimon has no legal obligation to reach it. But does he have a moral duty to try to change the laws and incentives so no one ever again can become as rich and powerful as he and his colleagues at the Business Roundtable? Does he have a moral obligation to ensure that the American system is no longer rigged in favor of people like him? I believe he does. Let me explain.


Millions of Americans, whether on the left or right of the political spectrum, know something has gone profoundly wrong.


“Our system has been rigged against the American people,” the Biden-Sanders Unity Task Force reported in 2020.


“Big business, elite media, and major donors are lining up behind the campaign of my opponent because they know she will keep our rigged system in place,” said Donald Trump at the Republican convention in 2016 (the same year he paid $750 in taxes).


As New York magazine’s Frank Rich put it: “Everything in the country is broken. Not just Washington, which failed to prevent the financial catastrophe and has done little to protect us from the next, but also race relations, health care, education, institutional religion, law enforcement, the physical infrastructure, the news media, the bedrock virtues of civility and community. Nearly everything has turned to crap, it seems, except Peak TV (for those who can afford it).” He might have added a cataclysmic pandemic and a perilously weakened democracy.


Donald Trump is gone, but many of the underlying conditions that led to Trump have worsened. The increasing concentration of wealth and power at the top has created an education system in which the super-rich can buy admission to college for their children, a political system in which they can buy Congress and the presidency, an information ecosystem in which they can buy public opinion, a health-care system in which they can buy care others can’t, and a justice system in which they can buy their way out of jail. Billionaires prospered even in the pandemic. Almost everyone else has been hurled into a dystopia of bureaucratic arbitrariness, corporate indifference, and the legal and financial sinkholes that have become hallmarks of modern American life.


Even in a post-Trump America, this mammoth, systemic dysfunction continues to generate a great deal of heat—anger, upset, frustration, and outrage. Heat in any system signals potential change. Like tectonic plates causing earthquakes and volcanoes as they crash into each other, heat is a sign of underlying tumult. In today’s America, the status quo is unsustainable. Subterranean tensions are building.


The cast of characters in power may change with an election but the system remains firmly in place.


If you want to understand where the system is now and what you might do to help move it in a more humane direction, you will need to look under its surface and reassess many of your assumptions.


First, forget politics as you’ve come to see it as electoral contests between Democrats and Republicans. Think power. The underlying contest is between a small minority who have gained power over the system and the vast majority who have little or none.


Don’t assume that a U.S. president or any other head of state unilaterally makes big decisions. Look at the people who enable and encourage those decisions, and whose interests those decisions serve.


Forget what you may have learned about the choice between the “free market” and government. A market cannot exist without a government to organize and enforce it. The important question is whom the market has been organized to serve.


Forget the standard economic goals of higher growth and greater efficiency. The issue is who benefits from more growth and efficiency.


Don’t be dazzled by “corporate social responsibility.” Most of it is public relations. Corporations won’t voluntarily sacrifice shareholder returns unless laws require them to. Even then, be skeptical of laws unless they’re enforced and backed by big penalties. Large corporations and the super-rich ignore laws when the penalties for violating them are small relative to the gains for breaking them. Fines are then simply very manageable costs of doing business.


Don’t assume that we’re locked in a battle between capitalism and socialism. We already have socialism—for the very rich. Most Americans are subject to harsh capitalism.


Don’t define “national competitiveness” as the profitability of large American corporations. Those corporations are now global, with no allegiance to America. Real national competitiveness lies in the productivity of the American people—which depends on their education, health, and infrastructure linking them together.


You can also forget the ups and downs of the business cycle. Focus instead on systemic changes that have caused the wealth and power of a few to dramatically increase during the last forty years at the expense of the many.


Forget the old idea that corporations succeed by becoming better, cheaper, or faster than their competitors. They now succeed mainly by increasing their monopoly power.


Forget any traditional definition of finance. Think instead of a giant gambling casino in which bets are made on large flows of money, and bets are made on those bets (called derivatives). The biggest winners have better inside-information than anyone else.


Don’t confuse attractive policy proposals with changes in the system as a whole. Even if enacted, such proposals at most mitigate systemic problems. Solving those systemic problems requires altering the allocation of power.


Don’t assume society will fundamentally improve just because certain bad actors (including, say, a sociopathic president) are replaced by good ones. If systemic problems aren’t addressed, nothing important will change.


Don’t assume the system is stable. It moves through vicious spirals and virtuous cycles. We are now in a vicious spiral. The challenge is to turn the vicious into the virtuous.


Don’t believe the system is a meritocracy in which ability and hard work are necessarily rewarded. Today the most important predictor of someone’s future income and wealth is the income and wealth of the family they’re born into.


Don’t separate race from class. Racial discrimination is aggravating class divides, and wider inequality is worsening racial divides.


Think systemically. Most people’s incomes haven’t risen for four decades, and they are becoming less economically secure. Meanwhile, climate change is intensifying competition for arable land and potable water around the world, generating larger flows of refugees and immigrants. Dangerous viruses are also more likely to spread in places with poor air quality and poor people. Together these facts have allowed demagogues to blame stagnant incomes on immigrants and a pandemic on other nations and the poor.


Most importantly, you will need to understand the nature of power—who possesses it and why, how it is wielded, and for what purposes. Power is the ability to direct or influence the behavior of others. On a large scale, power is the capacity to set the public agenda—to frame big choices, to influence legislators, and to get laws enacted or prevent them from being enacted, to assert one’s will on the world.


Power has been leached out of conventional discussions about what is occurring. Power doesn’t show up in standard economics texts, finance courses, or even political science and law. But you cannot comprehend today’s system without confronting power head on. It is the most important subterranean force.


Power is exercised through institutions—big Wall Street banks, global corporations, the executive and legislative branches of government, the Federal Reserve and the Supreme Court, the military, elite universities, and the media (including social media as organized by Big Tech).


But these institutions don’t wield power on their own. Particular people have outsized influence over them. They include CEOs such as Jamie Dimon, large investors, hedge fund and private equity managers, media moguls, key lobbying groups such as the Business Roundtable, and major donors to political candidates and universities. As the climate activist Greta Thunberg observes, “If everyone is guilty, then no one is to blame. And someone is to blame. Some people—some companies and some decision-makers in particular—have known exactly what priceless values they are sacrificing to continue making unimaginable amounts of money.”


To comprehend the nature of their influence over the system, you’ll need to understand the role of wealth. In the system we now have, power and wealth are inseparable. Great wealth flows from great power; great power depends on great wealth. Wealth and power have become one and the same.


I don’t intend for these underlying realities to make you more cynical about the system or resigned to its intransigence. To the contrary, the first step toward changing the system is to understand it. If we cannot comprehend the truth, we become entrapped in conventional falsehoods and false choices, unable to envision new possibilities. Seeing the system for what it is will empower you to join with others to change it for the better.
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Democracy vs. Oligarchy









CHAPTER 1


The Obsolescence of Right and Left


A HALF CENTURY AGO, when America had a large and growing middle class, those on the “left” wanted stronger social safety nets and more public investment in schools, roads, and research. Those on the “right” sought greater reliance on the free market. But as power and wealth have moved to the top, everyone else—whether on the old right or the old left—has become disempowered and less secure. Today the great divide is not between left and right. It’s between democracy and oligarchy.


The word “oligarchy” comes from the Greek word oligarkhes, meaning “few to rule or command.” It refers to a government of and by a few exceedingly rich people or families who control the major institutions of society and therefore have power over other people’s lives. Oligarchs may try to hide their power behind those institutions, or justify their power with platitudes about the public good, or excuse their power through philanthropy and “corporate social responsibility.” But no one should be fooled. Oligarchs wield power for their own benefit.


Even a system that calls itself a democracy can become an oligarchy if power becomes concentrated in the hands of a corporate and financial elite. Their power and wealth increase over time as they make laws that favor themselves, manipulate financial markets to their advantage, and create or exploit economic monopolies that put even more wealth into their own pockets.


Modern-day Russia is an oligarchy. A handful of billionaires there control most major industries and dominate politics and the economy.


America has experienced oligarchy twice before. Many of the men who founded America were slaveholding white oligarchs. The nation did not have much of a middle class. Most whites were farmers, indentured servants, farmhands, traders, day laborers, and artisans. A fifth of the population was black, almost all of them slaves.


A century later a new oligarchy emerged, comprised of men who amassed fortunes through their railroad, steel, oil, and financial empires—men such as J. Pierpont Morgan, John D. Rockefeller, Andrew Carnegie, Cornelius Vanderbilt, and Andrew Mellon. They ushered the nation into an industrial revolution that vastly expanded economic output. But they also corrupted government, brutally suppressed wages, generated unprecedented levels of inequality and urban poverty, shut down competitors, and made out like bandits—which is how they earned the sobriquet “robber barons.”


World War I and the Great Depression of the 1930s eroded most of the robber barons’ wealth, and with the elections of Franklin D. Roosevelt in 1932 and Democratic majorities in the House and Senate, their power was curtailed. For the next half century the gains from growth were more widely shared, and democracy became more responsive to the needs and aspirations of average Americans. During these years America created the largest middle class the world had ever seen. There was still much to do—civil rights and voting rights for African Americans, wider economic opportunities for them and for women and Latinos, protection of the environment. Yet by almost every measure the nation was making progress.


Starting around 1980, a third American oligarchy emerged. Between 1980 and 2019, the share of the nation’s total household income going to the richest 1 percent more than doubled, while the earnings of the bottom 90 percent barely rose (all adjusted for inflation). CEO pay increased 940 percent, but the typical worker’s pay increased 12 percent. In the 1960s, the typical CEO of a large American company earned about twenty times as much as the typical worker; by 2019, the CEO earned three hundred times as much.


Wealth inequality has exploded even faster. According to research by economists Emmanuel Saez and Gabriel Zucman, the share of total wealth held by the richest 0.1 percent—about 160,000 American households—went from less than 10 percent to 20 percent over the last four decades. They now own almost as much wealth as the bottom 90 percent of households combined. The entire bottom half of America now owns just 1.3 percent.


The only other country with similarly high levels of wealth concentration is Russia.


All this has been accompanied by a dramatic increase in the political power of the super-wealthy and an equally dramatic decline in the political influence of everyone else. As I will show, the average American now has no effect on public policy. Big corporations, CEOs, and a handful of extremely rich people have more influence than any comparable group since the robber barons. Unlike income or wealth, power is a zero-sum game. The more of it there is at the top, the less there is anywhere else.


This power shift is related to a tsunami of big money into politics. In the election cycle of 2016, the richest one-hundredth of 1 percent of Americans—24,949 extraordinarily wealthy people—accounted for a record-breaking 40 percent of all campaign contributions. By contrast, in 1980, the top 0.01 percent accounted for only 15 percent of all contributions.


In that same 2016 election cycle, corporations flooded the presidential, Senate, and House elections with $3.4 billion of donations. By contrast, labor unions contributed $213 million. Corporate lobbying has soared. The voices of average people have been drowned out. Meanwhile, and largely because of this vast power shift, taxes on the wealthy and on corporations have been slashed. Safety nets for the poor and middle class have begun to unravel. Public investments in education and infrastructure have waned. The “free market” has been taken over by crony capitalism, corporate bailouts, and corporate welfare.


The American oligarchy is back, with a vengeance.


Not all wealthy people are culpable, of course. I am not advocating class warfare. The abuse has occurred at the nexus of wealth and power, where those with great wealth use it to gain power and then utilize that power to accumulate more wealth. This is how oligarchy destroys democracy. As oligarchs fill the coffers of political candidates and deploy platoons of lobbyists and public relations flaks, they buy off democracy. Oligarchs know that politicians won’t bite the hands that feed them. There will be no meaningful response to the failure of most people’s paychecks to rise, nor to climate change, racism, or the soaring costs of health insurance, pharmaceuticals, college, and housing, because those are not the main concerns of the oligarchy.


As long as they control the purse strings, the oligarchs know there will be no substantial tax increases for them. Instead, their taxes will fall. There will be no antitrust enforcement to puncture the power of their giant corporations. Instead, their corporations will grow larger. There will be no meaningful constraint on Wall Street’s dangerous gambling addiction. The gambling will grow. There will be no limits to CEO pay, and Wall Street hedge fund and private equity managers will rake in billions of dollars more. Government will provide even more corporate subsidies, bailouts, and loan guarantees. It will continue to eliminate protections for consumers, workers, and the environment. It will become a government for, of, and by the oligarchy.


The biggest political divide in America today is not between Republicans and Democrats. It’s between democracy and oligarchy. Hearing and using the same old labels prevents most people from noticing they’re being shafted.


The propagandists and demagogues who protect the oligarchy (Donald Trump included) are pouring salt into the nation’s oldest wounds. They’re stoking racial resentments, describing human beings as illegal aliens, fueling hatred of immigrants, and spreading fears of communists and socialists. This strategy gives the oligarchy freer rein: It distracts Americans from how the oligarchy is looting the nation, buying off politicians, and silencing critics.


The way to overcome oligarchy is for the rest of us to join together and win America back. This will require a multiracial, multiethnic coalition of working-class, poor, and middle-class Americans fighting for democracy and against concentrated power and privilege, determined to rid politics of big money, end corporate welfare and crony capitalism, bust up monopolies, stop voter suppression, and strengthen the countervailing power of labor unions, employee-owned corporations, worker cooperatives, state and local banks, and grassroots politics.


This agenda is neither right nor left. It is the bedrock for everything else America must do.


Jamie Dimon is one of the highest-paid banking and finance CEOs in the world. His 2018 compensation package was $31 million. His reported net worth is $1.6 billion. He believes he deserves every penny. “This wealthy New Yorker actually earned his money,” Dimon said, comparing himself to Donald Trump. “It wasn’t a gift from Daddy.”


Not exactly. Dimon was born March 13, 1956, in New York, the grandson of a Greek immigrant who rose from bank clerk to stockbroker, and the son of an even more successful stockbroker. Dimon’s father worked for Sanford I. Weill when Weill was already becoming the legendary head of a brokerage empire. As Weill’s fortune grew, so did Dimon’s father’s. The family moved from Queens to an apartment on Park Avenue on Manhattan’s exclusive Upper East Side. Dimon’s father introduced Weill to young Jamie.


Dimon attended Browning, a New York City private school, and then Tufts University, where he majored in economics and psychology. After graduating and doing a short stint in management consulting, he got an MBA from Harvard Business School, whereupon Weill offered him a job, promising Dimon he’d have “fun” as Weill’s assistant at American Express. “Jamie didn’t have that sort of early struggle that most of us mere mortals have,” one former colleague noted.


Dimon proved himself to be enormously talented, energetic, and able. After Weill lost a power struggle and left American Express, Dimon departed with him. Together with some other former American Express executives, they bought Commercial Credit, an underperforming consumer-lending business in Baltimore, and turned it around. Over the next decade Weill pulled off a series of audacious acquisitions culminating in the takeover of Citicorp. Under Weill’s tutelage, Dimon managed financial operations at Primerica, Smith Barney, and Salomon Brothers, gaining experience and clout as he moved upward.


In 1999, Dimon couldn’t move any higher at Citicorp because Weill wasn’t ready to give up the reins. So Dimon moved to Chicago to take the lead at Bank One, doubling its value in four years. In 2004 he persuaded the CEO of JPMorgan Chase to purchase Bank One for $58 billion and make Dimon JPMorgan’s president and chief operating officer. The next year Dimon became its CEO. The following year, he consolidated power by becoming chair of the board as well.


By 2019 JPMorgan Chase was a colossus: America’s biggest credit card company, the third-ranking mortgage issuer, the biggest issuer of auto loans, one of the nation’s two top investment banks. It lends and invests all over the world, every day moving more than a trillion dollars in cash and securities. Its wealth managers advise clients on where and how to invest, its analysts advise CEOs about how to boost profits, its traders move billions of dollars in pension funds and mutual funds, its investment bankers bet on movements in the values of stocks and organize initial public offerings of stock, and its managers issue mountains of credit cards and collect vast fees. In 2018 the bank controlled nearly $25 trillion worth of assets. Its own assets totaled $2.6 trillion. Its market value was over $360 billion. Its net income was $30.7 billion.


These amounts are almost impossible to comprehend. Money is the lifeblood of the system, JPMorgan is at the system’s heart, and Dimon is the person in charge of keeping the heart beating healthily.


He can move vast amounts of money faster than any other person on the planet. The investor Warren Buffett, who owns shares in JPMorgan, says that when Buffett’s firm, Berkshire Hathaway, bought the Burlington Northern Railroad for $26 billion in the fall of 2009, he called Dimon on the Tuesday just before the announcement of the deal and said, “Jamie, I need $8 billion!” “You got it,” Buffett says Dimon told him. Buffett adds, “Even with some of the other big banks, that’s not something you could do on the phone.”


Dimon has also built a formidable lobbying machine in Washington—far larger than the lobbying machines of Wall Street’s other big banks—replete with politically connected former congressional staffers who battle daily on behalf of JPMorgan in the halls of Congress, administrative agencies, and the courts. JPMorgan also keeps on hand a fleet of Washington lawyers, tax attorneys, political consultants, and public relations professionals.


In 2017 Dimon became chair of the Business Roundtable, an association of 192 CEOs of America’s biggest companies, with an outsized voice in Washington. In 2019 the Business Roundtable’s board of directors included Mary Barra, chairman and CEO of General Motors; Gregory Hayes, chair and CEO of United Technologies; Alex Gorsky, chair and CEO of Johnson & Johnson; Lynn Good, chair and CEO of Duke Energy; Douglas McMillon, president and CEO of Walmart; Dennis Muilenburg, chair and CEO of Boeing; Chuck Robbins, chair and CEO of Cisco Systems; Virginia Rometty, chair and CEO of IBM; Arne Sorenson, president and CEO of Marriott; Randall Stephenson, chair and CEO of AT&T; Douglas Peterson, president and CEO of S&P Global; Larry Merlo, president and CEO of CVS Health; and Marilyn Hewson, chair and CEO of Lockheed Martin.


As a lifelong Democrat, Dimon is a friend of Bill Clinton. He supported Obama in 2008 and mentored people who became high officials in the Obama White House. At Obama’s inauguration in 2009, Dimon said to the incoming president, “Tell me what you need. I’ll send people down here. I’ll do anything.” In 2009, The New York Times called Dimon “Obama’s favorite banker.” Dimon supported Hillary Clinton in 2016, but he can be a switch-hitter. He is on good terms with Republican leaders.


Jamie Dimon comes as close as anyone to embodying the American system as it functions today. He’s a member in good standing of the American oligarchy. If you want to understand that oligarchy, you need to understand Dimon.









CHAPTER 2


Patriot First?


JAMIE DIMON frankly acknowledges the dysfunctions of the system. In his yearly letters to JPMorgan’s shareholders and in his numerous public appearances, he publicly laments many of our major problems.


In his 2019 letter he conceded that “a big chunk of [Americans] have been left behind” and that “forty percent of Americans make less than $15 an hour, 40% . . . can’t afford a $400 bill, whether it’s medical or fixing their car; 15% of Americans make minimum wages, 70,000 die from opioids.”


In 2018 he told JPMorgan’s shareholders that “middle class incomes have been stagnant for years. Income inequality has gotten worse. . . . More than 28 million Americans don’t have medical insurance at all. And, surprisingly, 25% of those eligible for various types of federal assistance programs don’t get any help.” He cautioned that “no one can claim that the promise of equal opportunity is being offered to all Americans through our education systems, nor are those who have run afoul of our justice system getting the second chance that many of them deserve. And we have been debating immigration reform for 30 years. Simply put, the social needs of far too many of our citizens are not being met.”


In his 2017 letter he warned, “We should be ringing the national alarm bell that inner city schools are failing our children,” and noted that “over the last 16 years, we have spent trillions of dollars on wars when we could have been investing that money productively.”


He told bankers at a financial conference that “I want to help lower-wage people more than I want to help you.” He opined on CNN that the U.S. economy is “fundamentally anti-poor.” He charged that “if you live in certain parts of town, if you’re white or Hispanic or black, you can pretty much be left behind.” He told the Economic Club of Chicago that racial discrimination isn’t adequately understood by whites. “If you’re white, paint yourself black and walk down the street one day, and you’ll probably have a little more empathy for how some of these folks get treated,” and he called for making “a special effort because this is a special problem.”


His liberalism extends to other hot-button issues. In 2017 Dimon told CNBC that he opposed Trump’s plan to pull the United States out of the Paris Agreement on Climate Change. After the August 2019 mass shootings in El Paso, Texas, and Dayton, Ohio, Dimon wrote a well-publicized email to his employees calling on them to “recommit ourselves to work for a more equitable, just and safe society.”


Yet for all his liberal outspokenness, Dimon never mentions America’s growing concentration of wealth and power, and the tight connection between the two. He doesn’t talk about the role of big money in persuading the public they should vote for particular candidates or against others, support or oppose specific legislation, be concerned about this problem or that, or believe one set of facts or another. He doesn’t mention how wealth buys access to politicians and sometimes even their votes, or how the prospect of lucrative jobs on Wall Street upon retirement might tempt some public officials to pull their punches.


Still, credit Dimon for putting his (or, more accurately, JPMorgan’s) money where his mouth is. Dimon takes seriously the idea that corporations like JPMorgan have social responsibilities. “Most people consider corporate responsibility to be enhanced philanthropy [but it] is far more than just that,” he has said. “We finance more than $2 billion in affordable housing each year; we do extensive lending in low- and moderate-income neighborhoods; we lend to and finance small businesses around the country; and we design products and services in financial education for lower income individuals.”


In 2019 he announced a five-year, $350 million program to help train workers for the jobs of the future. A big chunk of that sum would be targeted to helping poor young people, including those who have been stigmatized by criminal records, making it hard for them to find work. “Kids aren’t getting the education they need to get a job,” Dimon said. “And I’m talking about a real job.”
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