
























































































168 · Chain Reaction 

and to Republican candidates-conservatively estimated at $25-7 million
than all of the money raised in 1980 by the Democratic National, Congres
sional, or Senatorial Committees. 25 The importance of this flow of cash is 
reflected by the fact that six of the twenty GOP Senate victories that year 
were achieved by margins of less than one percent; without the willing
ness of these industries to provide large, early contributions to Republi
cans challenging incumbent Democratic senators, the GOP take-over of 
the Senate in 1980 might not have taken place. 

With the absence of a liberal brake on right-wing policy initiatives, the 
Reagan administration was in a position to reward hardcore business sup
porters of the conservative revival. For the corporate sector, the 1981 tax 
cut included the most generous business tax reduction-$164 billion-in 
the history of the nation. The legislation provided for $u .6 billion in re
duced taxes for the industry that had led the charge in financing Republi
can candidates: independent oil. Estate and gift taxes, which fall most 
heavily on the very wealthy, were cut by $22.1 billion over six years. In 
contrast, the average working family getting the median income received 
an income tax cut worth about $255 a year (by 1984), most of which (about 
$177 ), was taken back in increased Social Security taxes. 26 

The 1981 tax bill was modified by legislation enacted in 1982 and 1986, 
but overall the Reagan administration oversaw a major restructuring of 
the distribution of the tax burden. The following table shows the pattern 
of the distribution over the past twenty years: 

TABLE 8.3 
The Percentage of Total Federal Receipts Contributed by the 

Individual Income, Corporate, and Social Security Taxes in 1980 and 

1989 
(The remaining percentages are contributed by excise, estate, and other 

miscellaneous tax sources.) 

1970 1975 1980 1989 

Individual income taxes 46.9% 43 .9% 47.2% 45.6% 

Corporate taxes 17 % 14.5% 12 .5% 10.5% 

Social Security taxes 23 % 30.3% 30.5% 36.7% 

SOURCE: Congressional Budget Office, The Eco110111ic and Budget Outlook: Fiscal Years 
1990-1994 (Washington , D.C., 1989); Eco110111ic Report of the President, 1990, tables on 
federal receipts. 

In effect, if the tax burden had been distributed in 1989 in the same way 
that it was in 1970, corporations would have paid an additional $s9.1 billion. 
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The individual income tax burden in 1989 was $u.8 billion less than it 
would have been under the 1970 distribution, but the Social Security tax
the tax that falls most heavily on working and lower-middle-class employ
ees-was $124.5 billion higher in 1989 than it would have been under the 
1970 distribution. 

Overall, the formation of a top-down conservative coalition with the 
interests, the will, and the cohesion to recast broad areas of federal policy, 
produced a substantial retrenchment of those redistributive policies that 
particularly benefit minorities. In the course of the first two years of the 
Reagan administration, the top-down coalition was able to secure as a 
reward for its working and lower-middle-class white constituencies cut
backs both in means-tested programs and in civil rights enforcement and 
for those in the dominant, upper-income ranks of the coalition, to secure 
as a reward a huge transfer of tax benefits and significantly lessened busi
ness regulation. 

The period of most intense political conservatism was brief, lasting 
only three years: from 1978, with the tax revolt and the first clear election 
results showing active anti-liberal sentiment, to the beginnings of the re
cession in late 1981. But the underlying political change in the ideological 
composition of the electorate would prove to have substantial staying 
power. It was during the period of intense conservatism that opposition to 

federal taxes, to programs benefiting minorities, and to a range of down
wardly-redistributive government policies reached its height. 27 

The conservative presidential majority was at that time, however, still 
fragile and newborn. Reagan had pieced together a majority vote of just 
50.7 percent in 1980, and the decisive Republican takeover of the U .S. 
Senate that year, with the GOP winning twenty of the thirty-four seats at 
stake, masked the fact that many more votes had been cast for Democratic 
senatorial candidates, (30.39 million), than for Republican ones (27.33 mil
lion)-in large part because of the huge Democratic majorities in Senate 
contests in California (1.6 million), Illinois (619,006), and Ohio (1.6 mil
lion), in contrast to the razor-thin margins of Republican victors. 28 

The economic recession of 1981-82, however, produced a hiatus in the 
conservative ascension, ar.d the strong pro-Democratic tilt in the mid
term elections of 1982 ended the immediate prospect of a full-fledged Re
publican realignment. Democrats picked up twenty-six House seats, and 
the southern Democratic-Republican alliance that had controlled House 
deliberations in 1981 could not be revived. The recession itself gave the 
Democratic party grounds to attack the upwardly redistributional policies 
of the Reagan administration. Reagan's approval rating collapsed in the 
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course of the most serious economic downturn since the Second World 
War, reaching a low-point of 35 percent approval, versus 56 disapproval at 
the start of 1983, according to the Gallup poll. 29 Congressional Democrats, 
in turn, learned to exercise the power of incumbency to bring to a halt the 
financial commitment of corporate and trade association PACs to a Re
publican takeover of Congress. 

Representative Tony Coelho of California, then the chairman of the 
Democratic Congressional Campaign Committee (DCCC), went to the 
leaders of Washington's business lobbying community and told them: 
"You people are determined to get rid of the Democratic Party. The 
records show it. I just want you to know we are going to be in the majority 
of the House for many years and I don't think it makes good business 
sense for you to try to destroy us and support the Republicans . ... We are 
going to keep records." 30 The hardball tactics paid off. From 1980 to 1984, 
the percentage of corporate PAC contributions going to Republicans 
challenging Democratic House incumbents, and to GOP candidates in 
open-seat contests, fell from 29 percent to 17 percent. 3 1 

On the surface, then, the 1984 election had the earmarks of a contest 
that should have been at least relatively competitive. Working to the ad
vantage of the Republicans was the fact that the country had pulled out of 
recession at the end of 1982, and the recovery was nearly two years old by 
November 1984. In addition, individual demographic realignments were 
continuing among such groups as fundamentalist Christians and Cuban
Americans, along with a slower, but large-scale and sustained shift to the 
GOP among southern whites. Conversely, the Democrats had made gains 
on a number of fronts: the recession had discredited some of the more 
grandiose claims of supply-side economics; attitudes on a wide range 
of public policy issues (such as spending for education, health, and the 
environment) had become more liberal; the corporate cash spigot for 
GOP candidates had begun to dry up; the Democratic majority in 
the House was secure; and Republican attempts to cut Social Security 
payments during Reagan's first term had revived perceived GOP 
liabilities as the rich man's party, hostile to the interests of the average 
voter. 

In fact, however, the 1984 presidential election produced a landslide 
victory for Reagan. In that election, the defection of white, working-class 
northern Democrats turned into a hemorrhage. Reagan's success in 1984 
grew out of, first, a continuing and strengthened convergence of issues 
surrounding economics, culture, and race, a convergence that had been 
building throughout the 1970s to support a coherent conservative ideol
ogy. The Democratic defection grew, secondly, out of the sustained nur-
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turing and rewarding of the conservative majority by a Republican party 
in control of the White House. 

The Democrats, deluded by the short-term gains of the 1982 election, 
misjudged the significance of the 1982 recession. The recession, as the next 
chapter will explore, in fact accelerated and intensified a restructuring of 
the nation's economy, a long-term, wrenching process that caused massive 
suffering and dislocation to core Democratic constituencies, suffering 
which left the presidential wing of the Democratic party-at least for the 
time being-scarred, powerless, and ineffective. 


