T 7 25.4 TheRise of Big Business

corporation a business that
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| is owned by many investors ;
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garment, or clothing, factory. But big businesses, such as railroads,
needed much more capital (money to start a business) than a few part-
ners could provide. To raise larger sums of money, entrepreneurs set
up corporations. A corporation is a business that is owned by many
investors, or people who help pay the business’s initial expenses.

A corporation raises funds by selling stock, or shares in a business.
Investors who buy the stock are known as stockholders. In return for
their investment, stockholders hope to receive dividends, or a share of
the corporation’s profits.

The money invested by the stockholders is used to build the busi-
ness. To make sure their money is used properly, stockholders elect a
board of directors. The people on the board of directors oversee the
running of the corporation.

After the Civil War, corporations attracted large amounts of
money from investors. By the 1880s, thousands of corporations were
doing business across the United States.

| monopoly a company that
' controls all production and
. sales of a particular product
' ] I or service

Rockefeller’s Qil Trust A giant in the oil business, John D. Rock-
efeller introduced another form 6f business organization, the trust.
A trust is a group of corporations run by a single board of directors.

Rockefeller invested in his first oil refinery in 1862, at the age of 23.
At that time, petroleum, or oil found underground, was just becoming
a valuable resource. Oil refineries purify petroleum into fuel oil. Dur-
ing the 19th century, oil was used to light homes, cook food, and run
engines and generators.

Before long, many small refineries were competing fiercely in the
oil business. The amount of oil these firms produced rose and fell
wildly, along with prices. Rockefeller saw this as wasteful and ineffi-
cient. To reduce competition, he did everything he could to drive his
rivals out of business. Companies he could not destroy, he bought.

Like Carnegie, Rockefeller took control of every step of his busi-
ness. He bought oil fields along with railroads, pipelines, and ships
to move his oil. He built his own warehouses and even made his own
oil barrels for storing oil products. By 1880, Rockefeller controlled
95 percent of the nation’s oil-refining industry.

To manage his many businesses, Rockefeller combined them into
the Standard Oil Trust. The trust made the oil industry more efficient

|
i‘ In 1901, J. P. Morgan bought Carnegie’s

steel company and turned itinto U.S. than ever before. But, as a monopoly, the trust had the power to
Steel, the nation’s first billion-dollar control oil prices. This worried people who depended on oil in their
corporation. homes and businesses.
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Following Rockefeller’s example, entrepreneurs created trusts in
other businesses such as railroads, meatpacking, sugar, whiskey, and
tobacco. The business leaders who controlled these huge trusts became
fabulously wealthy. Because most had made their fortunes by crushing
their competitors, critics called them “robber barons.”

The Evils of Trusts The growth of trusts alarmed many Americans.

They saw these monopolies as a threat to the free-enterprise system.

This system depends on free competition among businesses to provide

the public quality products at fair prices. A monopoly, people argued,
has little reason to improve its products or to keep prices low because

it has no competition.

People also worried about the influence of trusts on the political
process. Wealthy entrepreneurs, they complained, were using their
enormous wealth to buy elections and corrupt public officials. As the
Chicago Tribune warned, “liberty and monopoly cannot live together.”

The Triangle Factory
The Owners

The Triangle Shirtwaist
Factory would never be the
size of U.S. Steel or Standard
Oil. However, it was the larg-
est shirtwaist factory in the
entire country. The two men
who owned the factory, Max
Blanck and Isaac Harris, were
famous in the garment indus-

try and had been nicknamed
“the shirtwaist kings.”

The owners worked well
together. While Blanck enter-
tained buyers from stores to
convince them to carry Tri-
angle products, Harris ran the
factory. Harris kept up with
garment production, machin-
ery maintenance, and work
flow. He did not, however, try
to keep up with his workforce.

The “people’s entrance” to the U.S.
Senate is “closed” in this 1889 cartoon.
According to the cartoonist, the Sen-
ate was controlled by business trusts,
shown as giant, bloated moneyhags.

The factory had too many
workers for him to get to
know them all personally.
The shirtwaist business
made Blanck and Harris very
wealthy. They drove fancy
cars and enjoyed comforts
that their workers could
only dream about. Both had
worked hard in a competitive
business and probably felt
they had earned their success.
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