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The Age of Big Business

™ = Inventions of the

. 19th century helped
fuel the industrial
growth of the late
1800s

=& - But new inventions
alone didn’t lead to
the boom




What Else Was Needed?

Entrepreneurs. to invest and
provide the money to build factories



What s the Difference?

“Captains of “Robber
Industry” \AS Barons”

S

P aWe) 2310 I o ¢

Business leaders These leaders did a
served the nation in disservice to the

a positive way nation
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HISTORY REPEATS ITSELY. THE ROBBER BARONS OF {HE MIDDLE AQES, AND THE ROBBER BARONS OF TO-DAY.



Andrew Carnegie

o Born in Scotland, 1835
into a weaving family

o Emigrated to
Pittsburgh area in
1848

o Began working in 1848
for $1.25 a week




Andrew Carnegie

= |n 1850 became a telegraph
messenger at $2.50 weekly

= Promoted to telegraph operator and
then moved his way up through the
Pennsylvania Railroad Corp.

= Several early investments earned him
handsome profits



Andrew Carnegie

o After the Civil War Carnegie moved from
railroads to steel, recognizing that steel
would be the material and industry of
the future

o His first steel mill opened in 1875

o This was the beginning of his “Empire of
Steel”



Andrew Carnegie

o Carnegie used his steel
profits to buy out rival steel
producers

o He then turned his
attention to vertical
consolidation




Andrew Carnegie

= To reduce his costs he bought coal
mines, iron ore deposits, shipping
lines, and railroads

= How would vertical consolidation help
Carnegie maximize his profits?

= Eliminate or capture the profits of his
suppliers and distributors



Vertical Consolidation

= Coal Mines

= lron Ore Deposits

= Shipping Lines

o Steel Mills

o Railroads

o Why pay extra at each of these steps?



Andrew Carnegie

o Carnegie Steel was sold to
J.P. Morgan in 1901,
allowing Andrew Carnegie
to accumulate a massive

fortune

o “Gospel of Wealth” o
o People should be free to ( /
make as much money as
they can, but should do j;

good with their money
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Ingvar Kamprad ;'. y
Founder of IKEA (’ |
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Mark Zuckerberg

Facebook

$13.5 billi
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Warren Buffett

Famous
American
Investor

'_f '
$37 Billion
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Bill Gates

Co-Founder of Microsoft
$40 Billion
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Andrew Carnegie

$298 Billion




Andrew Carnegie & the
Gospel of Wealth

Carnegie donated most of his fortune to
education

Carnegie Mellon University
University of Birmingham
Carnegie Endowment for World Peace

Over 3,000 Carnegie Libraries across 47
states and 9 countries

In 1919, half of U.S. libraries were built with
Carnegie’s money
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GarnegieLinranes

—
.
—

'l::

— mt R
J

T

———

TTT

. -‘i'

g:.x 7
|| SEERUEE
. T4

i__.'.’ i

‘.} S T A i e ey
\ [\

-y

--ﬂ!!!mfﬂ[th';'ir""innr""@ggge,4-“*__ R [ T

Dublin, Ireland




GarnegieLinraries

Dunfermline, Scotland
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Hillsboro, Oregon






sarnegie Linraries

McMinnville, Oregon




Garnegie Linraries
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Baker City, Oregon
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Gresham, Oregon




Wooburn, Oregon



Medford, Oregon



Andrew Carnegie: In Review

= Scottish immigrant

o Made his fortune in the steel
industry

o Practiced vertical
consolidation

o “Gospel of Wealth”

= Gave away most of his fortune
to educational causes

o Libraries, universities,
schools



John D. Rockefeller

* Born 1839 iIn New York

» Was already wealthy
when he formed
Standard Oil in 1870




John D. Rockefeller

* Negotiated secret
rebates from railroads,
which helped inflate his
profits

» Used his profits to grow
company and lower
prices

» Undercut competitors
and then bought them out



ohn D. Rockefeller

= Rockefeller ruthlessly
practiced horizontal

consolidation

o |f competitors would not
sell out he would use the
tactic of lowering prices
to run them out of
business and into
bankruptcy

John D. Rockefeller, sativized in a 1907 Puck cartoon, is enthroned



John D. Rockefeller

= Eventually Standard Oil
became virtual monopoly

o Created a trust to get
around state monopoly
laws

o Sherman Anti-Trust Act

John D. Rockefeller, sativized in a 1907 Puck cartoon, is enthroned




Horizontal Consolidation

Standard Qi Cleveland Refining | American Petroleum US O United Refining Eastern Petroleum
25% Market Share | 10% Market Share | 10% Market Share | 15% Market Share | 20% Market Share | 15% Market Share

This chart represents the petroleum producers in
the US and their market share.

If one of these companies attempted to pursue

horizontal consolidation, what would that look
like?

What is the advantage of horizontal
consolidation?



John D. Rockefeller

o Rockefeller eventually
controlled over 90% of

petroleum sales in the
USA

= Price of oil dropped 80%
over the life of the
company

o Standard Oil finally
broken up by US

Supreme Courtin 1911
into 34 new companies



John D. Rockefeller

o Richest man in world
history

o |In 2007 dollars: $329
Billion
o Rockefeller eventually

gave away over half of his
wealth




John D. Rockefeller

= His donations were
primarily to education and
public health causes

= University of Chicago, Yale,
Harvard, Columbia, Brown
& Vassar

o Rockefeller Institute for
Medical Research G, ,

o Rockefeller Foundation still
exists today




John D. Rockefeller: A Review

= Made his fortune in the oil industry
o Founder of Standard Oil

o Ruthlessly practiced “horizontal
consolidation”

= Got around anti-monopoly laws by
creating a “trust”

o Most of his fortune that he donated went
to educational and health causes



