How a SECRETIVE GROUP of
BILLIONAIRES is TRYING to
BUY POLITICAL CONTROL in the US
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Billions and billions are involved in formaldehyde » H

former director of the National Cancer Institute whoa:)]d Va
" . . . - ?

a donor m scientific institutions, noted that many philang, och

large business interests but admitted that he was “ i

of the company’s stance on formaldehyde.

The Kochs' corporate interests clashed with the; R :
1r i

cal Mﬂ%‘%m{udi% their o l_ogophL
A government-supported “crony capitalisnt.” Koch Indus ppoSltion to
)

advantage of a panoply of federal subsidies, ranging
) low grazing fees on the 40 percent of their 500,000 4c
ranches that used federal lands, to a deal with the Bus of Cattle
tion in 2002 to sell eight million barrels of crude oj] to
tegic Petroleum Reserve, a federal supply set aside a5 ah
market disruptions. “Can you think of any more anti-free
than the Strategic Petroleum Reserve?” asked a former
tive. “Energy doesn’t operate in a free market,” he pointed oyt

Koch Industries’ practices belied its owners’ virtuoys talk i. :
ways, too. According to an investigative report by B[aomberg ;’l; other
.Ko-_:h Industries was “involved in improper payments to win buﬂfée!‘-f,
in A‘_ﬁ_'ica, India and the Middle East” and had “sold milliGhs ;izess
lars of petrochemical equipment to Iran, a country the U.S, idet:; if? v
as a sponsor of global terrorism.” The report suggested that the KZ hes’
Iranian deals flouted a trade ban put in place against the outlaw o
by President Clinton in 1995. Koch Industries acknowledged thStat't
had helped Iran build what became the largest methanol plant ina:hlt
world in the midst of the trade embargo but insisted that the deal ha:;
been structured in a strictly legal way, by relying on foreign subsidjar-
ies. The company subsequently fired the employee who exposed the -
controversial practices. ;

Yet as Charles and David continued to plow 90 percent of their
company’s profits back into their business—a strategy they often
noted would be impossible if they were required to pay quarterly
dividends to public shareholders—its revenues grew phenomenally.
In 1960, it grossed a healthy $70 million, but by 2006 it was gross-

cdge againg
“Market toq
Koch Xecy-

8 ing an astounding $90 billion. “It is beyond spectacular,” one Wall

'Strect:‘ investment banker, Roger Altman of Evercore, observed. “It’s
Just gigantically successful. It is in everyzhing.”

U
new Sa

Surprisegn ¢ Mad

The Kochtopus:

Free-Market Machine

litics. They Deg?
to the pursmt Ofp

ndinﬁa’a;:n the man behind the Kochs' political transformation
han anyonce € oo the Pirate by detractors Wi in their

“#t ¢ Richard ¥ink) _
; - ing he made on their payroll.
i e B Wichita in the late 1970s as a

1 to ;
Fink was famous for flying deat, wearing d garish blue tie, a

_vear-old graduate stu )
an-szv:;r{czig a I;grand—new white-piped black POI}fCStir smtyo
;hcc}( er;oney t"rom Charles. “What a jackass looked like,” he later
eg or

; i in Maplewood, New Jersey, in 2 family
admll:tct.i-igtii;: ‘?;f S‘:fbmnas loik like a home movie, Fink had
:;::)m?: devotee of Austrian free-market theory. He hoped Charles
would fund a program in it at Rutgers in New Jersey, whcreche was
teaching part-time while pursuing a grad\llate degreeat NYU ours&;s
in Austrian economics were as rare as Viennese .waltzes in most col-
leges at that time. But soon after Fink made the pitch, Charles pled g?d
$150,000 for the program. When Fink later asked Charles why he_d
thrown so much money at a long-haired, bearded graduate student in
a shiny disco suit, Charles had supposedly quipped, “I like polyester.

It’s petroleum based.”

By the late 1980s, Fink had supplanted C@ne s

Charles Koch’s main political lieutenant. Unlike Crane, who was
— e —————

interested in libertarian ideas but regarded it as “creepy when you have

to deal with politicians,” Fink was fascinated by the nuts and bolts of
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power. After studying the Kochs’ political problems for six
he drew up a practical blueprint, ostensibly inspired by Ha kl"nonths,
of production, that impressed Charles by going beyondy ":"v }f modt_:l
own 1976 paper on the subject had left off. Called “The Stmc(:;c Insf
re o

: S'ociai Change,” it approached the manufacture of political ch
like any other product. As Fink later described it in a talk it la': il
a three-phase takeover of American politic€ T he first ph ‘ rec;u'ou(;

“ ire

an “investment” in intellectuals whose ideas would sérve as the
product: e second reghired an investment in think tanks :]?w
would turn the ideas into marketable policies. And EEE’ B
+\ | required the subsidization of “citizens” i
4 foated : ens” groups that would, 2 ong with
special interests,” pressure elected officials to implement the pof;
- - - - l-
cies. It was in essence a libertarian production line, waiting onlyti b
bought, assembled, and switched on. °
. 3 . :
Fink’s plan was tailor-made for Charles Koch, who deeply admired
H_ayek_ and approached both business and politics with the system-
atic mind-set of an engineer. While some might find it disturbing to
regarc;ct}l':e democratic process as a factory, Charles soon ddopted the
appro 1 i
PP as his own. As he to the libertarian writer,

z : :
TO_ bring ab.?ut social cliange requires a strategy that is vertically and
horizontally integrated.” It mus

—

: ! 5 m 1dea creation to
policy development to education to grassroots organizations to lob-

bying to political action.” Before long, libertarian wags had dubbed

the Kochs’ publicity-sh It p
i bt ty-shy, multiarmed assembly line the Kochtopus, a

In contrast to their idealis
their idealistic but
the old Libertarian Par :
. t}’ da}'S, with Fink’s he]_ ]
Eéshlg_egme decidedly more pragmatic Facing SeE othetll-l{m:hs m;thﬁ
usi : : 10us threats t i
° s1lness, they began pla ing theWashington political gam N
i Pecknati other corporation, if not more 50 gamess AgETEEs
tions fiasco of the Senate hearings into-Inclian. il I e
Koch Industries crossed ideological lines to h; ol
éorier chairman of the Democratic National
en Was "" €, W s
%’ﬁ d ll'l. I:mltr 0 yist. h{f Compan = O 'was
office in the capital, which grew into 2 f; Y soon opened an

& ormidable -
operation. Fink explained that it had bcenr T.:czz: r;nghou;e lobbying
_ or the company

amateurish approach during

theft, for instance,

R S
et the
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«e in Washington because it had felt “so brutal-

r Scn ” 2 2 L o '
g d lacked “corporate defensc” capabilities.

to cstablish i
ized by the proccss an
The Kochs ; 5 ; R
i donors. “It was the investigation
ame major Republican v
now MB?E_ Lo
¢ got them ; R : ; .
tfhamff counsel to the Senate’s investigative committee. Before that,
or
he points out,

They thought Reagan was a s¢

being by far the largest funders of libertarian ideas but notes they also

became “direct J o !
sons other businesses are. It confuses a lot of people in the libertarian
world, who think of them as sellouts,” he conceded. -

had prcviously'disdained conventional politics, but

«Charles had been so far right he was off in the ether. -
{lout. But they were worried about their -
business. It was about power.” Doherty saw the Koajhs’ embrace of Fhe_ .
Republican Party in much the same way. He credits the Kochs with -

funders of Republican pi)liticians for all the same rea-.

to the Republican Party,” -otes Kenneth Ballen, the

Their investment quickly transformed the brothers’ political.stzu' s

tus. By 1996, they had grown into m%c Republican
Party. David Koch went from dismissifig Bob Dole, the senator from
Kansas, the home of Koch Industries, as just another “Establishment”
politician “with no moral principles,” in the early 1980s, to becom-

ing the vice-chair of Dole’s 1996 presidential campaign against Bill

— — e 2 s A
Clinton. No longer an outsider, the Koch family became ole’s third-

largest financial backer. David Koch in fact hosted a birthday party
for Dole, at which the candidate raised $150,000.

Dole reportedly helped the Kochs, too. Critics said he did them -
a legislative favor designed to indemnify companies like theirs that

had been charged with regulatory violations from having to pay huge

federal legal fines. But the proposed legislative fix died when asudden
outbreak of salmonella in hamburgers scared Congress from weaken-
ing such penalties. Had it passed, though, it would have nullified tens
of millions of dollars in fines that had been levied on Koch Industries. -
According to The Washington Post, ‘Koch Industries did succeed in

getting Dole’s help on another matter, an exemption from a new real

estate depreciation schedule, a favor that saved the company millions
of dollars. As Dole conceded decades later, after he retired from poli-

tics, “T've always believed when people give big money', t};'eyj'—.mayb'e 3

. . - X P
silently—expect something n return. - -

The Kochs' affinity for hardball in politics, as in business, soon

stirred controversy. In 1997, they became the focus of yet another
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Senzte investigarion. That year, the Clintons were in
for campaign-finance scandals ranging from virtually
Lincoln Bedroom to big donors to taking contributions
ous Democratic bundler who later pleaded guilty 10 raigin,
the money from China. The bundler, Johnny Chung, had j-c %
said, “T see the White House is like 2 subway. You ha;;g to " Wmﬁ}’
to open the gates.” In retaliation, the Democrats in the SE::,::%M
were in the minoriry, conducted their own much less noticed ons
which soon led 1o the two little-known brothers from Wichis,

The Democrats produced 2 scathing report exposing w}y‘

called an “audacious” scheme by undisclosed big drmmf o i;
buy elections in the final moments of the 1996 campaign ]cga“y
undxrtf,tkcn by 2 suspicious shell corporation called T’ rizd’;?\:izt-?u
ment Services that had pz_i'x_i more rhq_n $3 million for unusua Irfnﬁsz};

-

the headfip,,

probe,

attack ads against Democratic candidates in twenty-nine races. Mor
e T o t y

than half of the advertising money came from an obscure non ofi
group 1’~‘ho_s¢ real source of funds was a mystery, the I‘krnwrnzgd t
:123:10}”1 Jrua:t, The Senate committee’s investigators believed that “t;:;
trust’ was in i]:a.ct financed in whole or in part by Charles and David
Koch ﬂ ‘f“}_“_tfj‘__ Kansas.” The trust was a front group, according 19
t?}e Sj:nate report, designed to conceal the real donors’ identitie 3
?1012’11'101} of campaign-finance laws, i
- Sl’hz;z)thers, who had long opposed restrictions on their politi-
pending, were suspected of having secretly paid for the attack

2 Rk
s, most of which aired in states where Koch Industries did busi-

ness, In Kansas, wi i
» where Triad Management was especially active, the

p )
;;:;izo v::rc sus‘ ected of h.avmg tipped the outcome in four close races
e 'sit;lvatwe Republican Sam Brownback’s race for the Sen ‘
ece i i e ;
ved a special boost, which included 2 barrage of phone calls

informj A
informing voters that his opponent, Jill Docking, was 2 Jew. The

shady victories in K. 1
- ansas had national impact helping R i
retain_control of the House of e

Clinton’s reelection.

F}elorcsentativcs, despite President
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urions,

Triad scheme

ck. Other participants, i isabits el
lez;,::ﬂﬂg Lewis, who heads the Investigative Reporting Work-

shop ’
Integrity, & nonpartisan watchdog
of 1996 25 24 “historic” moment 1n
course been many bigger
was 4 New 106
e
used 8 tan-CAen
1o secretly in fluence e |
b that “you could dusnp a million dollars on someonds head by

using cutouts,” After seporting on political corruption in Washington

At American University and who founded the Center for Public
hdoy, group, describes the Triad scandal
Asmerican politics. There bad of
campaign scandals before then. But Triad
1. He said it was the first time 4 sgajor corporation
s s e = T
nonprofit 25 2 fromt group or, as he put it, "2 cutout
Tections in 4 threatening way.” He said the Kochs

but in 1998 business outspent labor by 2 ratio of twelve
e end, the Federal Election Commision suled that the
i o was illegal and fined its president and founder, Carolyn

; however, wese never identified.

for years, Lewis concluded that “Koch Industries was the poster child

of 2 company run amok.”

What made the Koch family’s growing ﬁnanéial role in Ammcan -

politics extraordinary was not just its willingness o flout the rules but

also the way that in accordance with Fink’s plan it merged all forms
of political spending—campaign, lobbying, and philanthropic-—into

one investment aimed at paying huge future dividends to the donors.

Lewis’s Investigative Reporting Workshop spent a year in 2013 cull-
ing through the Kochs’ financial records and concluded that their

operation was “unprecedented in size, scope, and funding” and also

in the way that it was “mutually reinforcing to the direct financialand

political interests” of Koch Industries.

In 1992, David Koch likened the brothcr.s’.multiprongcd. poiiti— 7

cal strategy to that of venture capitalists with diversified portfolios.
“My overall concept is to minimize the role of government and to

maximize the role of the private economy and to maximize pc'rsohal”_ g
freedoms,” he told the National Journal. “By supporting all of these

different [nonprofit] organizations I am trying to support different

approac

balance. And he hedges his bets.” Ry

enabling the

an astounding number of different directions a : At tH. ctopghe
funds all came from the same sourc ¢ Kochs. Aoy in theend, the

achieve_those objectives. It’s almost like an mvestor -

investing i le variety of companies. He achieves diversity and "~

What resulted from this approach W;Mr@& i
Kochs to use their fortune to influence cpolicy from
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7 aguinst gowernment segulations in favor of “eomomic Tberty” Med-

 of aggressive, Tightwiig

contributions all served the same pro-business, limited

goals. But they funneled the money simultan
A cously th ———
ferent kinds of channels. They made political mr{trigzrg;: l::c o

BOVernmen; |

committees and candidates, such as Dole. Their business made it
m Con-

txib#u:t_ions through its political actio

ence by lobbying. And they founded numerous non X:;ted nfy.
which the} filled with tax-deductible contributions fronI:r thet' grt?ups,
foundations. C.)ther wealthy activists made political contribut;r -
other companies lobbied. But the Kochs’ strategic and %Eﬁ

o § i
\ philanthropic spending became their great force magnifier.

By 1990, enterprising conservative and libertari i

g isin tarian activist
weasing & path 1o Wichita, where they, like Fink before them, rm
pitch their proposals to Charles Koch in hopes of his patronage. Typi-

i 1 W”

; w:;as i xp : _ 1 0f wo ﬁ')‘l'mt:f R.eagan administra—

G30n LawWvers, (8 fint I 2 Former aide wo Clarence Thomas and
’

VWiilizrs “Chip” Mellor TTT, inysearch of seed money for 4 new kind
Ving would litigate

Pl oterest T

ifxlwzliicri thinking, “Who dse would give us enough money to be
st Accerding v Melor, #fter Yower-deve) sides initié}ly turned
oot gl Cirasies Ko himself compmitted $1,5 million on
the s, bt with stsings attached, h;r,'pi}};hirn i comtrol. As Me-

: woralled nid # 7y ;
S secalied, “Ve said, ‘Herds winat I'm going to do. VIl give you vp

i | K5 £ § 5 v .

%f; ;{ﬁfﬁ; % yeur S three years, cach yeas, but you have to come
74 ff’“:? yeus widh dessemmtsae that yor've et these milestones that
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owing. BEtWeen 1 DWM“;’{“ Koch's pri-
ﬁﬂﬂ fund, TS arles G. Koch Charitable Fnundar@a&:mé. ;

fimanly 1o groups pro~ :
R Lambe Charitible Founda- '

than $48 million in rax-deductible grants,
oting his political views. T .
gl controlled by Charles and his wite,

tion, Whlﬁh was ey W
Joyees and an gccountant, similarly made ¥

i s .ductible grants. David Koch's fund} David

26 million 1D
Hmr
¢ grants—oany to cu

nade more than $120 million
s Jtural and scientific projects rather
than political. spen
more than $50 million o6

cal action comnBiLs
cal campaigns, More than 20 percent of 1 10

the Kochs and other family Tmembers spent millions more o personal

campaign contributions. e
Only the Kochs know precisely how musch they spent on this

sprawling political enterprist, because t

incomplete. By di persing much of the money through a labyriath
LT?E’:& potitical

of nonprofit groups, the Kochs made the full extent 08 1

“estinent’ difficult if not impossible for the public 1 detect. In

2004 alone, public ta% records indicate that the :hm@w'

ity @{aﬁi‘ toms gave moncy 10 thirtydour different political and p b

jey organizations, (

“There were some Jegal
which the RS designates 45 s01(c)(3)s,
ment in Wobbying and €lee
than their donors’ interests.
subject 1 flexible interprotation. 2

Critics began 10 comp
thropy subwerted the purpose of tax-cxern : : :
repats_ by th Mational Committee for Besponste Prilanthiopy, &

AR

Flwmm

it

watehdery, yroup, foupd. he Kochs phi ervis e
Siawe e s that 80 sepgarsh

fousdations yive money 10 DOTPro £ organ: s th
e profit margis of

and advocacy on issues that impact ¢

tries, it charged. miﬂi ! he  iond WMM .
But the K”_“'h’ e L pp "lirlj&bwcﬂﬁﬂs?)ﬂ indastry
ing environmental fﬁyjﬁ‘f% ;ﬂpjwwfiﬁw’m st
and the fich as peblicEEC T A

Meanwhile, during those years Koch Industsies spent
kpying Separately, the company’s politi-

ated some $8 million 10 politi-
Republicans, In addition,

he public record semaing

boundaries, By law, tax-cxeipt charities,
ssst. refirain from imvolves
oral politics and serve the public :adm :
Put such Jaws are rarely enforced and 3ze

jain that the Kochs approach w philase
exernpt chasitable giving, A 2008

wociates questioned
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this. Gus diZerega, the former family friend, suggesteqd that
Kochs youthful u rdor for libertarianism had largely dey vl the
rationale for corporate self-interest. “Perhaps he has confused n:u .
ing money with freedom,” he said of Charles. One conservagiye ,:]k\
worked closely with the Kochs but declined to be identified in m‘dm
pot to inflame the relationship went so far as to call their t:\:»c-f:xcmcr
giving “a shell game.” He contended they merely saw nhii_inthmpy E:
preferable to paying taxes. "People say, ‘Wow—they're 5o gencrougp
he marveled. “1t’s just the best available option for them. If they didn't
give it to their causes, they would have to give it to the governmey
At least this way they control how it’s spent.” He noted that by blc:{d...
ing their corporate and charitable work, “they draw some pretty fine
lines. It'’s really another form of lobbying.” But he conceded, “They've
built a pretty amazing machine.” _

From the start, the Kochs exerted unusually tight personal con-
trol over their philanthropic endeavors. “If we're going to give a lot of
money, we'll make darn sure they spend it in a way that goes along
with our intent,” David Koch has acknowledged. “And if they make
a wrong turn and start doing things we don't agree with,” he told
Doherty, “we withdraw funding.”

An early example of Charles Koch flexing his muscles took place
the Cato Institute when he fired one of the think tank’s
five original stockholders. Ironically, although Charles had criti-
cized Robert Welch for turning the John Birch Society into a cult
of personality by flaunting his ownership of the organization’s stock,
Charles had set Cato up in the same way, as a nonprofit with stock-
Poldcrs, who picked the board of directors. The arrangement was rare
in the nonprofit world. But as Charles had observed of the John Birch

Society, it guaranteed the directors an unusual measure of continuing
control.

The director whom Charles fired at Cato was a major figure in f:.ﬁ

libertarian circles, Murray Rothbard
ish intellectual whose work Charles
Rothbard called the putsch “iniquito
He went on to claim that Charles had ¢
-1 had naively left in Kocly’s Wichita o

clearly in violation of our agreement
of libertarian principle.” A

» a radical Upper West Side Jew-
had subsidized in happier days.

i -
confiscated the shares which

Some suspected tha :
P tRothbard, an Austrian economic school pur

us,” “high-handed,” and “illegal”

ffice for ‘safekeeping, an act
well as contrary to every tenet
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iot, was fired for criticizing Koch, whom he had accused of watering
:.:n'wn unpopu
his brothers
pack from A€
also called fors
troversy sct of f alarms
ing Clmrlal.:s in
and rapacious,

hrinking rather than abolishing the military. The con-

more interested in power than in principle.

Charles’s drive for control was the focus later of testimony that

Rothbard gave in one of the many rounds of fights between the four

{ar libertarian positions in order to get more votes for -
. 1980 candidacy. The platform, for instance, had pulled
ocating the complete abolition of all income taxes. It

in the hothouse libertarian community, mark- -
the eyes of those who took Rothbard’s side as ruthless

Koch brothers over their patrimony. A memo summarizing Rothbard’s: -

. . . W
mspectivc testimony quoted him saying that Charles “cannot toler-

p

Chailes oF dictating everything from the offite decor to the design

of Cato’s stationery. Further, he alleged: that while Charles wanted

“absolute control” of the nonprofits with which he was associated, he
was intent on “being able to spend other people’s mone 2 Thi
cism would later be reprised in connection witirthe Koch seminars,

which some saw as Charles’s means of creating a political skush fund

criti-

ate dissent’ and will “go to any end to acquire/retain control over the
nonprofit foun ~Tions with which he is associated.” Rothbard accused

§lled with other people’s money but under his own control. Roth-

bard also accused Charles of using nonprofit organizations to “acquire
dccess to, and respect from, influential people in government.”

“Tn the mid-1980s, as called for in the first phase of Fink's plan,
the Kochs also began to establish an acades of their
own. Their particular focus was on fseorge Mason University;ya

fittle-known campus of Virginia’s prestigious s

tem, located in the Washington suburbs. In 1977, The Wasbingtaﬁ-Pé;r

described the ‘school as toiling in “the wilderness of obscurity.” By -
1981, Fink had moved his Austrian economics program there from -

Rutgers, eventually naming i@mwgﬁghe_think tank.
was entirely funded by outside donations, largelyfrom the Kochs, but

it was located in the midst of the public university’s campus, 0 it

touted itself, somewhat misleadingly, as “the world’s premier univer-
sity source for market-oriented ideas—bridging the gap between aca-

demic ideas and real-world problems.”

Financial records show that the Koch family fb'unda:rions_' donated i

much_of it going to the Mercatus

some $30 million to the school,
Ccrr_lgqr. The Washington

e i

Dot described Mercatus as a Stamnghly |
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anti-regulatory center funded Targely by Koeh Industrigy Tne 1py,
however, raised questions ahout whether the Mercars ("sil's-i'b;' "\i;s',
et An ll‘i\ll‘-]\{-‘“\]‘““ intellectal center ar an ex [enging n_["]m I?I'h U
Tobhying operation. Clavion Copping who  tght histayy .
Muason and compiledd the confidential stindy of Clhpylegs Politg
activities for B Roeh, deserihos Mercatus ourrigh in i e T_l
lohhwing o isguised asa disinterested aeademic jrliim,u{l '"I:;il !
,M:‘._.F;']“'g‘;,l,“._-,“. Iyt pointe oul, il 1"1nnuv-lul'm_lvnnt-.q_;uh' th‘ri].',; Iti:nr-]-m
Devane it enahled Charles "to have w tax deduetion for el %
group, which tor all practieal purposes is o lobbying IO oy ?“:
parporate ntevest,”
\‘\'hm'i_ug i I\'.lil_i_lri_i_\g_h‘_ﬂl_k_:__1_111_.‘._,]3_‘1(1!1!“!;113'-UQUJ.L"__Wi_i!i thie ley:
ily Ko fupded Tiatitute i lImﬂt}jl_l:_..ii.'llésliség&tljsi_(gtlu by Cliiyleg
Kayeh. The THS Win foundad by JA, "Baldy" Hafper, dlige-m the
Fandinmentalist who had been w trustdoat ﬂ_ﬁ.f_’ﬂ_'["rt*min'rﬁ’ g\‘hlil.l.l\: mm-.'t.
he Tad wiitten essays Tor 75 Teeman, t"l\”h\&nl.it ii;:'"fl'.{:f'l:iw i;t‘liiu't;
“immoraly and Tabor unions “slavery” and- opposing vn'.||'-l--ﬂﬂlvfn{i
remedier to racial sogregation. Charles Koch had eilopized Harper
plowingly, saying, "OFall the teuchers of liberty, note was a wel -
beloved ws Baldy, tor it wag he who taught the teachers and
g taught them humility and gentleness,” ;
- The wim of the THS wae to cultivate and subsidize w famm tearm
of 1;1_1}*__1_-.51;_1- generation’s libertariun scholurs, Anxious at one Fuinl-
that the war of ideas war proceeding oo slowly, Charles reportedly
d‘c-mutn'\l:ed better metrics with which to monitor students’ political
views, 1o the dismay of some ficulty members, applicants’ essuys had
to be run through computers in order to count the number of times

they mentioned the free-market icons Ayn Rand and Milton Eried-
man. Students were te

iy

v i tenchs

1‘_31' ldf;:a.'lﬁg.‘ﬁli_—“t rovement. The institute also housed the Charles G
Koch summer internship PrOgITiT puid fellowship plac : "
who shared the Kochy iz 30 tke-minded o o :
they could join the libertarian network S

George Mason's economics d .
hotbed of controversial theories ¢

profit groups, where

Cpartment, meanwhile, became a
hat began to transform Americans'
supply-side tax cuts in the
advantaged the rich. Paul Craig
U, drafted o precursor to the first
fera, which was introduced by his

tax bills, serving ag
Reagan administrag;
Roberts, an adjunct
supply-side tax eyt

an incubator for the
on that hugely

professor at GM
bill of the

Reag:l.

il ('-I'“"'j{i‘. :

sted at the beginning and the end ot eaeh week
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1 oressman Jacke Kemp: While thess tax euts RV

p hoss L-‘““ﬂ{.iwmu Masain also helirtled s role philosophic
alitf on e i’ausliif y witn Juines “','ﬂlhwmb .l'-h.li fol‘-ﬂ%ﬁf--ﬁfﬁ'ﬁ;miﬁ

i hediry whi often *'l‘iﬁ”‘]hm' his al'tff{_i?rl’_ iﬁ !P_‘?}‘F‘i.f-!ﬁ/“. ’fﬁ_‘-‘- '
it cntegorized ,.,:Iqumj ui'!'u:.hdja'mu_. ;i-l_!.l}_f-iu_-._ﬁ_l_t\[‘wliﬂi! <
1 another preedy, m_elF-ug_j,grui_iiti’ziug private .ll.l!.!?f"_‘ﬁf gf\”‘:’ﬂnl"i V_“-w_ :
A Jué Cwith antigovernment ihertarians, I 1986, Buchanan was
|m|"-’|m WIN el I";'wn i1y eeonomies, Liberal eeonomists were aghiist,
iFum“.‘.l-irull“ulu:rhm.uu. fior instnee, bumnbusted Buchnman for redueing
A o b 0 ol el nres ‘e prive nonecbeles
wia #1 indiapuirtble aehievement, helping to it the school, and lib
ertarinilsmethe map. .
e Julinn Haneligzen fello

forime

the pnwm'mntfl“:

HIHV-'
chniee
pornah

Ceorge Masutt vs # “libe 108

@, aaying,

'

moat heavily libertarian-staffed institition of hig int
conntey” Liberals, however, regarded the Kachs' singular influgnee
aver the sehool with suspicion., 1t's ground zero for deregulation pol-

ey In Washington,” sald Rob Stein, the Democratic political strate-

it who studied how the right wing spent money. Noting the Kochs'

unusuilly large role, he suid, "George Mason is a public university and

recelves public funds, Vieginia is hosting an institution that the Kochs
practically control.” ' ;

The many hats that Rich Fink wore only underscoted critics’ con-
cerng, As he grew in importance to Chatles Koch, Fink relinquished
his formal role at the Mereatus Centery, handing its stewardship off

to n protégé, and joined Koch Industries as its head of lobbying but
temained on the university’s prestigious Board of Visitors. e also
wits at one point the president of the Charles G. Koch Charitable
Foundation, the president of the Claude R. Lambe Charitable Foun=
dation, u director of the Fred C. and Mary R. Koch Foundation, and i
an integral member of several of the Kochs' political groups. The fun=
gibility of his roles hinted at the fine line between nonprofit and for-
profit pursuits within the Kochs' enterprise. __ o
AMMH' Crane still ran the Cato Institute,
but in 1992 Chatles Koch x‘c\s‘gnmm, :
board, although David rcw"‘d tru&tmm&mt- B
Crane, who didn't take orders gladly, h:’l‘(‘f'}:ﬁ)t dewmonstrated sufficient

i




fialty to e patton, Exane e prvately nieited Chagedy ..
el j,j',-l;'jfl,_mﬁj,.?‘ whie b £ harles H‘wixirm#g;l #.Haii’_f}f_p; T B
Hhased Whanageoneit, in WAV, sniid Dsey sl hpons; by bk 413,
Brienie of Himposs, Vis wasimss, € hames byl thym bisipaney’ o ,:
patic cubbare shunibdd peplicatic e conmgrtntyetiss of fe P ispioes
Famgibryees ab alpinist “ry leyel 1 his LU RLT '_éfg,,‘,\;mi#;i
bt Vit o $hie abise Chiey ¢ iemtedd, copigiting with saet; b ,-; y
bustitssecs, wibiic b copstitanteed Darges puationse oA Ehsis amial gy, ¢ {0
describued MUM a5 2 “Wuilistre systen” eomtattintiy, “five: diteisspp,,
yisioni, virdie and talents, knrtedye pricnesses, decision tighite and
itcentrons! Setw conmpity etnplryees grvoately srocked the et
ciiltire thiat MBI ferstered as “Making, the Brethets Moy Fopbey,
o0, Vatripoeied Chiatles a bt inn its teview of his ook, tkﬁ«t.ribﬁngi,;m
#s an “aittodidact” wher had “alinest a Mardist faith in ‘fized bans” thys
‘womverts himman well-beitiy” and whese “systetn for grading ermploy-
ses” was “especially obtuse”

Despite the mixed reviews, Chatles insisted that personine] i 411
cortiets of his enterprise adhete to his system, setting aside tegular
time to practice and teview the techniques, “It becarne exactly the kird
of bureaucracy that libertarians detest,” noted ome former employes,
before adding, “He’s the billionaire, not me, so who knows?” Market-
Based Management embraced the notion that employees at every
level, even the bottom, might have superior ideas to those at the top.

: Theoretically, it was an egalitarian approach, yet how open Charles
really was to those like Crane who challenged his top-down author-
ity is debatable. Many found him remarkably humble for one of the
wealthiest men in the world, noting that he lunched regularly in the
company cafeteria alongside his employees. But in a 1999 speech,
Charles likened his fixed beliefs to those of Martin Luther, the
founder of Protestantism. “In that, T echo Martin Luther,” he said
of his own free-market views. “Here I stand. I can do no other” The
comparison was revealing,

In any case, Crane was less than reverent when Charles tried to
impose his management system on the Cato Institute. From his large
office in Cato's strikingly modern, light

~filled Washington head-
quarters, Crane later made clear that he regarded Charles as a seri-
ous thinker and an exemplary bus; nessman, but he couldn’t help but
poke fun at MBM. “He thinks he’s a geni

! inced he's i .
he’s convi wearing clothes,” Crane said with a snicker. Fink,

M”i‘\;ﬁ‘ :

us. He’s the emperor, and |
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Bish ﬁchc_i_f}r_r 4 “hit ﬁ&ﬂ.,ﬁ&&? : 4 eé?"’{f by WMercatus sche

Fight of those e &@EE&?}{éﬁﬂ'}L%T}f'éfc?}'.rﬂ?g&ﬂrﬂ{ tehdh the paper

W

that the Kochs have “othet m‘ﬁm"‘f;gﬁw%ifﬁ attles” asut that

the Mercatus Center does riot actively protrote the cornpany’s private

: terests, Bt Thomas MeGatity, 4 Tawr yrofem at iﬁﬁ-_'&rﬁ‘rﬂf&fﬁ;%{
Hexas who specialized in environimental issues, argued that ‘Kot has

been constantly in trouble with the EPA, and Mercatus has constatitly
hammered on the agency” One envitonmental lawyer who clashed

repéatedly with the Mercatus Ceriter dismissed it 45 4 idbb’ying'shvy_ :

dressed up as a nonprofit, calling it “a means of leunderirig econormic

aims.” The lawyer explained the strategy: “You :tﬂke-__cor’gofzte money
and give it to a neutral-sounding think tank,” which “hires peop!e
with pedigrees and academic degrees who put out credible-seeming

studies. But they all coincide perfectly with the eﬁo:‘idmidirttqfeg; of :
their funders.” e 5 g
In 1997, for instance, the EPA moved to re'duée_a surffc_:'a o:&one, a
form of air pollution caused, in part, by emissions frr:ym ol re‘f_i‘ne.x_':esi‘
Susan Dudley, an economist who became 2 top official at the Merca~.

tus Center, came up with a novel criticism of the proposed rule. Th‘e. V'CC’ FA

f

e

EPA, she argued, had not taken into account that by blocking the "~

sun, smog cut down on cases of skin cancer. She claimed that if pollu-
»

tion were controlled, it would cause up to fﬂe"’eﬂ thous_ar_:d 3ddm°“"*‘

cases of skin cancer each year.

In 1999, the District ofco_lum'bia Ciircuit Court embraced Dud-

ing t PA rule, the court found
¢, Evaluating the EPA rule, the court found
e o aplicly disogacded” the Tpoutl beath i

at the :




X.v

CO\\ : :& the Commodity Futures Trading Commission, warned that the lucra-
J, tive but risky derivatives marke
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of ozone.” In another part of t-hc opinio'n, the court alsg ruled, i
that the EPA had overstepped its authority. S !

Afterward, the Consrituti'onal Af:countabllfty’ Center, 4 witdh,
dog group, revealed that the judges in the majority had preyig,
attended one of the all-expenses-paid legal seminars for

_v’__’,—-———"p‘_iLMﬂTd}udcﬁ t}l‘dt :
were heavily funded by the Kochs’ foundations. This onc hag taker,

place on a Montana ranch run by a group that thm‘?eis_ubsh

¢ Foundation for Rescarch on Economics and the Eny.

dize call : :
{\ _ronment. 1he judges , ected by
-\ the junket. Their embrace of the Mercatus Center’s novel argument,

however, soon proved embarrassing. The Supremc.Court overruleq
their position unanimously, noting that the Clean ﬂ}lr Act’s standargs
are absolute and not subject to cost-benefit analysis. Although thej,
side lost in the end, the case illustrated that the Kochs’ ideological
pipeline was humming.

—_ :::
The most fateful Mercatus Center hire might haveGeen Wey, e
'@ﬂmomist and director at the giant Texas energy com—

— d .
pany Enron who was the wife of Senator Phil Gramm, the powerfy]
TexaMcan. In the mid-1990s, she became the head of Mer-
catus’s Regulatory ﬁ‘@mm to
support what came to be known as the Enron Loo hole, exempting
the type of energy derivatives from which Enron profited from regu-
latory oversight. Both Enron and Koch Industries, which also was a
major trader of derivatives, lobbied desperately for the loophole. Koch
claimed there was no need for government policing because corpora-

. tions’ concern for their reputations would cause them to self-regulate.

Some experts foresaw danger. In 1998, Brooksley Born, chair of

t needed more government oversight,
who chaired the Senate Banking Committee,
gs, crafting a deregulatory bill made to order for
lled the Commodity Futures Modernization Act.

ning, the Clinton administration embraced the
Y Wall Street pressure,

But Senator Gramm,
ignored such warnin
Enron and Koch, ca
Despite Born’s war

tapsed in g heap of bogus financial statements
Ng practices,
from Enron

d that before

and fraudulent accounti

eted up to0 §$1.8 million

But Wendy Gramm had pock-
loophole. And it emerge

the year after arguing for the
going under, Enron had made
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ian contributions o Senator Gramm, \fhﬂ:i_t}
fal ‘;ampmg; had given money to the Mcrcztuﬁ_ﬁ,enrcr-.- :
-[(_cnnc; }2100? r};c (Gramms had gonie into scmim_?i.rcme;'nt;
. nruz Ccr;tcr the zeal to exempt enormausly ri?ky-:fmrf
put at the Mcﬂ‘-ﬂ n;:rp;y derivatives favored by Km:h Industries, lived
kets, including cgnées wouldn’t become fully visible until rbe een-
o0 b a<h of 2008. By then, George Mason University was both
PO et single ecipient of Koch fundsfor igher education and the
the al‘m;___;_,. phibeeeuts SRS s : A

guhsfﬁnt
chairma™h

By the €

P

ity in Virginia. TR
scarch university 1n Vv if e 3 e i
!argdésit rf;gc Mason was the Kochs' largest libertarian academic proj-
aC0 =

but far from the only one. By ZQJM_;M’ :
ect (':-'h Hles Koch Foundation was subsidizing prt,)vb\us_:_ness. antiregu-
the 23750 in 307 different institutions of higher

education in_America and had plans to ex and into 13 mﬂm i
schools ranged from cash-hungry ryg:gm ovn.
niversit where the Kochs, in the tradition of the Ulin andarmﬁ :
established an Ivy League “beachhead.” S
At Brown, which is often thought ot as thc“m?z_st‘.hbc:m? of the

Ivy schools,-Ch Loch's foundation gave $147,154 in 200‘3 0 rbe
Political Theory Projec)a freshman seminar in fec-—marke:t }:ias@cs
taught by a libertarian, Professor John Tomasi. “:‘\im_ a whole semes-
ter nt f'le'tyck. it’s hard to shake them off that perspective cm:r the nm-:! %
four years,” Tomasi confided “slyly,” according to a conservative pubtr—
cation. Charles Koch's foundation gave additional funds to Brown to.
support faculty research and postdoctoral cmﬁ;m‘sx _

why bank deregulation is good tor the poor.

latofy,

At West \"'mllnivem ~h Foundations
donation of §965,000 to create the Center for Free Enterprise-came

with some strings attached. The tour e school
to give it a say over the professors it funded, in violation of tradi-
tional standards of academic independence. The Kochs tnvestment
had an outsized impact in the small, poor state where coal, in wh?qh. i
the Kochs had a financial interest, ruled. One ut the WV orotes- ke
sors approved for tundingC R sited a 2007 bf‘x?k Lu}!_c\?l'
Unleasbing Capitalism: Woy Prespevivy Stopy ar tie Wese I g *’-‘-“"?‘fff’
and Hozw to Fix I, arguing that mine satety and \mmw__‘_
tions only hurt workers. “Are wurkg‘m .n:-_.ziEy better o;'}‘_ {x:_ing safer
but maKing Tess income?” it asked. Soon, Sobel was briefing West.

..




 triggering panic in 300,000 residents, whom authorities org
from their taps. It was just another in a seemingly endless istory o #
0
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Virginia’s governor and cabinet, as well as a joint sessiop o
ate and the House Finance Committees. The state Re; ub]
chairman declared Sobel’s antiregulatory book the blueprint g, -
party platform. — A
In 2014, a sparsely regulated West Virginia company,
Industries, spilled ten thousand gallons of a mysterious, foul-sme];,
chemical into the drinking water of Charleston, the state’s |

ican P.

Frcedgm

tragic industrial disasters afflicting West Virginia. By then, thoy
Sobel was long gone. He was listed as a visiting scholar at the Citadei
in South Carolina, and an expert at the Mercatus Center at George
Mason University. :
Defenders of the Kochs™ growing academic influence, like John
Hardin, director of university relations at the Charles Koch Found,-
tion, argued that their grants were bringing ideological diversity and
debate to campuses. “We support professors who add to the variety

of ideas available on college campuses. And in every case the school b

maintains control over its stzfﬁngandteachiugdcdsions,”hewmte
in The Wall Street Journal.

Baz in the eyes of critics, the Kochs had not so much enriched

2s comrupted zcademiz, sponsoring courses that would otherwise fail

.mm?e:dm_:mda:&soﬂegﬁimzxe scholarship. John David, an eco-
momcs prozessor at West Virginia University Tech who witnessed

ﬂxﬁm&i’sﬁzmn,minamﬁﬁngnewspaperwlum
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Total liberty for wolves is death to the lambs.

—TIsaiah Berlin
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