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Americans have argued heatedly  about t h e  n a t u r e  of t h e i r  n a t i o n a l  e l i tes  

s i n c e  t h e  establishment of t h e i r  na t ion,  The r e b e l l i o n  of t h e  founding f a t h e r s  
- . . - -  . . .  

a g a i n s t  a r i s t o c r a c y  c r y s t a l l i z e d  a dominant ideology which einphasizes e q u a l i t y  
. . 

a s  a f a c t  and a s  a value: u n l i k e  t h e i r  feudal  forebears ,  saps  t h e  ideology, 
. . - ..---.. . . . . . .  . . .. . . 

Americans - a r e  r e l a t i v e l y  equal ,  accesb t o  American p o s i t i o n s  of power,' weal th  and 
. . . . . . 

. . . - .  

p r e s t i g e  - i e  re la t iv ; ly  open, and both of these a r e  ve ry  good thing*. ~ c d d i i i c  

debate  about power i n  America has proceeded i n  t h e  terms set  by t h e  ideology, 

Critics have argued' t h a t  an- e l f  t e  r u l e s -  America, whi le  suppor te r s  -have claimed 

t h a t  t h e  r u l i n g  e l i t e  is a figment of t h e  cr i t icsq imagination,  

,. The e l i t i s t / p l u r a l i s t  debate  has  been rehashed enough a l ready.  I b e l i e v e  ' 

t h a t  it i s  unreeolvable. Moreover i t  has .kep t  u s  from examining many important . . .  I ... . 

i s s u e s  about v a r i a b l e  process and s t r u c t u r e s  concerned wi th  power and i n e q u a l i t y ,  

No one den ies  t h a t  t h e r e  is a business e l i te ,  t h a t  a small number of indi -  

v i d u a l ~  and corpora t ions  wie ld .  a g r e a t  d e a l  of Rather t h a n  q u a r r e l i n g  

about whether t h e  e l i te  i s ' c o h a e i v e  o r  loose ,  unf f i ed  o r  d iv ided,  omnipotent o r  

of ' l imi ted  power, we can f r u i t f u l l y  examine cohesiveness,  un i ty ,  and r e l a t i v e  . 

power as var iab les .  It i e  t h e o r e t i c a l l y  necessary  not  only t o  i d e n t i f y  t h e  degree 

of coheeiveness of 'a p a r t i c u l a r  e l i te ,  b u t .  to .  d iscover  what o t h e r  v a r i a b l e s  a£  f e c t  

c o h e s i v e n e s ~  over rims and between u n i t s ,  Thoee are ihe quest ions  t h a t  l i e  behind 

t h i s  paper. 

The resea rch  repor ted  h e r e  d e a l s . w i t h  t h e  s t r u c t u r e  and composition.of t h e  

American business  -el i te from 1886 t o  1905, Ins tead  of simply asking what k inds  

of people -held power and how. they were r e l a t e d  t o  each other ,  i t  examines t h e . .  . ... 

impact of t h e  changing o rgan iza t iona l  e t r u c t u t e  of business  on t h e  membership of 

t h e  e l i t e  and on t h e  connections among members, This  6 h f f t  of pe r spec t ive  from 

individual t o  o rgan iza t ion  brfnge out  two f e a t u r e e  of t h e  development of t h e  

American elite which pravioua analysae have overlooked: f i r s t ,  t h e  reahaping of 



. .. 
the  composition and the  s t ruc tu re  of the  e l i t e  by the  i n d u s t r i a l  concentration . . . 

movement of the  l a t e  nineteenth anh ear ly  twentieth centur ies ;  second, t h e  exis-  

tence of a process by which a core group, based espec ia l ly  i n  the  i n f r a s t r u c t u r e  

and f inanc ia l  sector ,  extends i t s  influence i n t o  a new industry,  f a c i l i t a t e s  

- . . c a p i t a l  concentration i n  t h a t  industry,  and draws the leaders  of t h a t  indus t ry  
. . . . 

. . : , .  ... . 

i n t o  t i g h t  associat ion with other members of,  the  nat ional  elite.  . . 
7 i 

! 

Three Views of E l i t e s  . . .  

Previous examina'tions of American e l i t e s  f a l l  i n t o  th ree  main categories .  

The f i r e t  we might c a l l  t h e  individual  perspective: the  personal c h a r a c t e r i s t i c s  

of e l i t e  members a r e  ' examined arid compared with those .'of non-elf tes. . Typical 

questions a r e  whether today's r i c h  people were born i n t o  wealthy famil ies ,  whether - . . .  .. . 

a few echoole supply most of t he  top executives, and so on. The second view deale  

with networks: given the  exis tence of wealthy, powerful and/or pres t ig ious  

individuals,  how a r e , t h e y  connected.with each other?  Z s  the.  network t ight-kni t  

0r looee-knit, highly central ized ar r e l a t i v e l y  decentralized,  e t ab l e  o r  unstable? 

The th i rd ,  the  reeource mobilization perspective, sees the  e l i t e s  a8 repreeenta- 

t i vee  of organized, contending groups, and r e l a t i ons  among e l i te  individuals,  a e  
. . 

the  pro j  action of organizational relatfonships.  What i n t e r e e t s ,  organizations,  

@r sagmente of t he  population a r e  represented i n  the  e l i t e ?  How doee a change i n  

t h r  e t ruc ture  o r  behavior of those i n t e r e s t s ,  organizations, and segments of t h e  

population affmct the  composition and in t e rna l  r e l a t i ons  of the  e l i t e ?  

h r r i c a n r ;  eince de Tocqueville to ld  them what they wanted t o  hear about 

thrmrrlvrr ,  have maintained t h a t  equal i ty  of opportunity r a the r  than t r u e  equa l i ty  

i r  the drmocratic mod&, Sociologis ts  have cal led t h i s  concept mobili ty and have 

mrdr it r contra1 focuo of t he  d i sc ip l ina ,  I n  the  1930's Tauesig and Joslyn (1932) 

puncturrd t h r  than-prevalent myth t h a t  most American b u ~ i n e s e  leadera were pereoni- 

f i c r t i o n r  of Hotrt io Algrr r to r i eo ,  opening up a debate t h a t  har continued elnce 



then, Miller (1950, 1952) and h i s  s tudents ,  Gregory and Neu (1952) f u r t h e r  docu- 

mented t h e  advantageous background of most bus iness  l e a d e r s  a t  t h e  t u r n  of t h e  

century. Others have debated about whether t h e  busfness  e l i t e  has  become more 

open or closed over t h e  course  of American h i s t o r y .  . M i l l s  (1963) found i t  c los ing ,  

Keller (1959) found i t  becoming more open, Bendix .and Howton ( 1 9 6 2 )  found i f  s t a b l e ,  
.. . . . 5 

while  H a r r i s  (1969)!found a 20-year c y c l i c a l  t rend covering 300 years  of American 
I . ! 

h i s t o r y .  However, a l l  of them have c a s t  t h e i r  arguments I n  t e 'ms  of t h e  . opening . ,- 

o r  c l o s i n g  of tlie 'e l i te  s t r u c t u r e , .  .. . A l l  have equated f1uidit .y .. . .. with  democracy. A l l  
- - . - 

have agreed t h a t  t h e  ex i s t ence  of an e l i t e  +ecrt;ttcd or, achievement , r a the r  than 

a s c r i p t i o n  i s  an i n d i c a t i o n  o r  an e g a l i t a r i a n  c l a s s  structure. '  The t h e  ques t ion 
. . 1 

they f a i l  t o  ask  i s 'how e l i t i s t  i s  t h e ' e l i t e ?  Could the- saEe developments t h a t  
L '  

replaced a s c r i p t i v e  wi th  achievement recrui tment  have broadened t h e  gulf  between 
. . . . 

t h e  e l i t e  and t h e  non-el i te ,  thereby inc reas ing  abso lu te  i n e q u a l i t y ,  and cha l l eng ing  

American ideological  ega l i t a r i an i sm?  

A second perspec t ive  looks a t  t h e  r e l a t i o n s  of e l i t e  members wi th  each o the r  

r a t h e r  than t h e i r  r e l a t i o n s  wi th  t h e i r  f a t h e r s ,  The openness of t h e  c l a s s  system 

i s  s tudied by examining t h e  ex ten t  t o  which t h e  e l i t e  form a u n i f i e d ,  cohesive 
. . 

bloc,  r egard less  of recruitment pa t t e rns .  Many of t h e s e  s tudied have been c a a t  i n  
. . 

t h e  e l i t i s t / p l t ~ r a l i s t  debate. (~omhof f, 1967, 1975; Hunter, 1953; DBhl ,  1961, 

1967) The primary i s s u e  posed is: I f  t h e r e  i s  a group of ind iv idua l s  (o r  

f ami l i e s )  t h a t  f r equen t ly  i n t e r a c t  with each o t h e r ,  t h a t  have a common world view', 

t h a t  belong t o  t h e  same organizat ions ,  and t h a t  have a common r e l a t i o n s h i p  t o  t h e  

means of production, we can c a l l  t h i s  group a c l a s s .  I f  they c o n t r o l  t h e  means 

of production, they a r e  an upper c l a s e  (Domhoff, 1967)0 Their s t r e n g t h  a s  an e l i t e  

i s  seen a s  d i r e c t l y  r e l a t e d  t o  t h e i r  cohesiveness and t h e i r  separa t ion  from soc ie ty .  

El i t is ts  maintain t h a t  these  condi t ions  e x i s t ,  while p l u r a l i s t s  r e t o r t  t h a t  t h e r e  

i s  diversity of i n t e r e s t  t h a t  precludes hegemony by any p a r t i c u l a r  group (Kornhauser, 

1961). 
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Although this perspective goes beyond the atomism of rhe first perspective, 

the business elite is still treated as a group of Individuals. There is little 

consciousness of the relationship between the structure of the elite and the 

organizational structure of society. If it .is found .that a-few men occupy posi- 
.- 

tions in many areas of society, the interpretation would be In terms . . of cohesion 

of the elite members. A high degree .of overlapping membership among social - 

sectors would be interpreted as demonstrating that a few individuals 0ccupy.a 

disproportionate nuiber of ellte -roles and constantly interact .together:.. in many 

realms. 

A 'third perspective, the resource mobilization .perspective,. treats elite 

members not as.individuals, either in terms of .fndfvidual characceristics or in' 

terms of interaction, but as representatives sf oxganfzed contending groups. The 

rise of a new elite is seen as indfcativeof the rise of new contending groups. 

The power of elite members is treated as the power of the groups they represent. 

And the interaction among elite personnel is interpreted as a projection of the 

interaction among the groups they represent, If there is an elite that is tightly 

interconnected and acts in concern on issues, it .is not just .because they happen 

to be friends or.go,to the same.schools or belong to the same clubs;.. it.fs:because 

the interestg of the groups they represent are consonant or inter-dependent. The 

organization of elites is an indication of' the organization of society (see 

Perrucci and Pilieuk, 1970; Tilly, 1970; Stinchcombe, 1968). 

Proponents of the resource mobilfzation perspective (Oberschall, 1973; Oleen, 

1968; Gamson, 1975; i ill^, 1970, 1975; Coleman,. 1974) argue that power is -a matter 

of organizational effectiveness, which is a function of the mobilization of 

resources. The powerless, in this perspective, are those that have no access to 

groups capable of mobilizing resources. Conversely, the powerful.are those who 

.:+ 
;j, 

I,' 
. ., 
*1 '.a. 

articulate and represent the interests of groups that have mobilized resources, 



. . ' while  excluding o t h e r  groups from i n t e r a c t i o n  and access  t o  s t r a t e g i c  resources  
. ,  9 . 
. 'a, . -. . 

I' 
(Gamson, 1968). 

\i 4 

:. ! .. '. .. . 
.& 

-. . This  perspect fve  would t r e a t  overlappfng memberships among s o c i a l  s e c t o r s  
. . . . 

t' 
- . :as i n d i c a t i v e  of t h e  cohesiveness of t h e  o rgan iza t iona l  r e l a t i o n s  among organiza- 

' r r......:, 

. . . -. _ _... . -. 
. '.< . 

t i o n i ' ( ~ o n a c i c h ,  .. . 1972; Bunting and Barbour, 1971 ; Dooley, 1969; Levine, 1972; . 
. . . 

(. ..... Sonquist and Koenig, 1975). For example Per rucc i  and P i l i s u k  (1970) treat t h e  
'_ 

conf igura t ion  of i n t e r l o c k s -  i n  l o c a l ;  organizat . ions a s  a  network- of resources  i n  . 

. d 
'which a  sma1.l s e t . o f  ind iv idua l s  occupy many posi t . ions  and - f a c i l i t a t e  the  f low of 

: .- resources  among organizat ions .  Z e i t l i n  e t  a l e  (1974) s i m i l a r l y  found . tha t  i n  Chi le  
. . I  

"i . 11 
3 . .  : . t h e r e  was: an inner  c i r c l e "  of c a p i t a l i s t s  .who occupied many d i r e c t o r s h i p s  and who - 
.. . . 
@;' -i 

performed,. ,a  c e n t r a l  . r u l e  i n  t h e  admin i s t ra t ion  of t h e  economy. ,:. !:I 

k!! The late  n ine teen th  and e a r l y  twen t ie th  century i n  t h e  U . S ,  provide an  
.. . 

, . 
.C . '' 

%< '. 
. . 

important case t o  examine some of t h e  i s s u e s  d iscussed above, It was a , p e r i o d  of 
.. - 

,4;-., .- 

@ mass ive  s o c i a l  and economic change and produced a new bus iness  e l i t e  l abe led  

everything f r o m r o b b e r  barons t o  cap ta ins -  of indust ry .  Many of t h e  names are 

s t i l l  f a m i l i a r  -- Rockefel ler ,  Morgan, Vanderbi l t ,  Amour and Carnegfe, ~ o d a y ' s  

r u l i n g  .business.. e l i te  emerged i n  t h i s  per iod,  

; Each.of t h e . t h r e e  pe r spec t ives  would make d i f f e r e n t . p r e d i c t f o n s  about p a t t e r n s  
'. :(' - .  

. P B  
. . f o r  t h e  development of a  n a t i o n a l  bus iness  e l i te .  For t h e  ind iv idua l  perspect ive ,  

. .  I 

. . .'.: . t h e  degree of cohesiveness i n  t h e  e l i t e  i s  seen as a  func t ion  of t h e  openness of. .. ! , , .,..:. 
en t rance  i n t o - t h e - e l i t e . .  A se l f -perpetuat ing.  e l i t e - . i s  a t i g h t l y  k n i t  e l i te ,  whila.: . 

:? an e l i t e  t h a t  is--expanding must be  br inging i n t o  i t  people f rom'outs ide  t h e  e l i te  .: . .  

1 : '. . fami l i e s ,  and y u l d  t h e r e f o r e  be-expected t o  be  loosening up. The new members 

+ .  would no t  have t h e  same acquaintances and l o y a l t i e s  a s  o l d e r  e l i t e  members. ' 

l : . , .Ascript$ve recruitment p a t t e r n s  would- give:way.-to achievement o r i en ted  p a t t e r n s ,  

p a r t s  of t h e  economy t h a t  shared personnel  would do s o  on t h e  b a s i s  of t h e  need 

f o r  s i m i l a r  l eadersh ip  s k i l l s  and personal  a f f i n i t y  among leaders .  The o v e r a l l  



effect of the development of large scale enterprise would be to undermine the 

tightly knit traditional elite by providing the opportunity for highly mobile 

new leaders, unconstrained by csdtments to the old structure, Bendix and 

Howton typify the individual perspective by eoneluding that bureaucratization in 
. . 

the development of large scale enterprise in America served,to "reinforce the 
i 

social base of American ideological equalitarianism" (1962, p. 143). That is it 
. . 

made social .reality more congruent wfth egali.tarian. ideology. 

The network perspective has been most commonly used for explaining the con- 

servatising impact of the elite structure and is better suited for that than for 

predicting change in the elite structure, . Thfs perspective would predict that 

new members of the elite would emerge in relation to interaction with old members 

of the elite.. .. The .centrality of .an indust.ryls elite in the elite net at time t 

is a function of its place in the same net at t-1. New members would be brought 

in through existing ties and integrating social institutions such as elite social 

clube. Moreover this perspective would predict a period of fluidity while inte- 

grating 1netitutione;adapted to the changed composition and size of the eli.te. 

Full integration could not be completed until the new elites were invited to the 
-J 

dlite clubs, their eons educated in the right schools etc. The mobilization per- 

spective would predict that new elite8 would develop as a function of Incumbency 

in poeitione where the flow of reeoureee can be controlled, Specifically new 

bu~inaer elites would emerge in thoee industries that were large and concentrated, 

Siee and concentration would both be neceasery, but neither would alone be euffi- 

cirnt. Ralatione among eectore of the elite would be a function of the flow of 

recourcrr bstwean rectore, While the network perspective emphaeizee the proceor 

by which uriating elite relatione etructura the development of new elites, the 

reaource prrrprctivr arnphaeizec the proceee by which new independent oources of 

rroource mobilieation are Incorporated into the pre-existing etructura. 



The mobilization pe rspec t ive  would p r e d i c t  t.hat coke-ston of t h e  bus iness  e l i t e  

would fo l low from t h e  concentra t ion and i n t e r a c t i o n  of bus iness  organizat ion.  

There are two reasons  why concentrated i n d u s t r t e s  would 'be more . l i k e l y  t o  have 

r e p r e s e n t a t i v e s  i n  c e n t r a l  e l i t e  r o l e s ,  I n  t h e  first place  concentratfon of  

resources  f a c i l i t a t e s  concerted ac t fon  by the  fndust ry  t o  represent  t h e  i n t e r e s t s  

of t h e  indus t ry  i n  o t h e r  p a r t s  of t h e  economy, One manifes ta t ion  is  t h e  exchange 
. . . . 

- . . . 

of personnel  w i t h i n  s t r a t e g i c  s e c t o r s  of -the economy. I n  t h e  second place,.. access  
- .. 

t o  t h e  resources  of concen t ra ted : indus t r fes  is  more focused t .han: less .  concentrated - - .  . . . . .- . 
. .. ... 

i n d u s t r i e s .  T h i s  makes t h e  indus t ry  more- a c c e . s s i t l e  t o  other c e n t r a l i z e d  s e c t o r s .  

In monopolized i n d u s t r i e s ,  t h e r e  i s  t h e  added f a c t o r  t h a t  complete c o n t r o l  of 

$3; c e r t a i n  resources  was used f o r  induc.ement and a t  t imes coerc ive  purposes, For 
.a 

@, example, f i rms  t h a t  c o n t r o l l e d  a l a r g e  proportfon of a product,  such as Standard 

+ . .  
O i l . i n  petroleum, o r  Armour and.Swif t  i n  meat-packing, gained s p e c i a l  r e b a t e s  from 

. . . . - _  
: : r a i l r o a d s ,  and t h e i r  l e a d e r s  were o f t e n  invited t q s i t  on t h e  boards of r a i l r o a d s .  . 
7.. 

. . . .  . ... 

'4 &" More competi t ive i n d u s t r i e s  such as lumbar were charged exorb i t an t  f r e i g h t  rates 
<& ! 

- ?  . .  t o  compensate (U.S. Bureau of Corporations, 1913), 

Thus t h e  i n d i v i d u a l  pe r spec t ive  p r e d i c t s  a decrease  i n  cohesion over t h e  
. - 

period,  The network pe rspec t ive  emphasizes t h a t  any new members of t h e  e l i t e  

e n t e r  through previous t ies,  The mobi l iza t ion pe rspec t ive  p r e d i c t s  increased 

cohesion based on a more c e n t r a l i z e d  exchange of resources ,  

Research Design, 

The business  e l i te  is. opera t iona l i zed  a s  o£'ficez.s and d i r . ec to r s  of corpora- 

t i o n s  of over one m i l l i o n  d o l l a r s  authorized capital berwcen 1886 and 1905 i n  11 

randomly sampled-manufacturing, communication and r r a n s p o r t a t i o n  i n d u s t r i e s o  
3,  .4 

The name0 of ind iv id la le -were  obtained from a number of places, pr imar i ly  from 

the  Manual of S t a t i s t i c s  (an e a r l y  annual etock exchange handbook), poor ' s  Manual 

of Railroad., t r a d e  journa l s ,  and secondary ~ o u r c e s . ~  Data or. the  i n d i v i d u a l s  



-.a- 

were found i n  t h e  National  Cyclopedia of American Biography (NCAB), a  cumulative 

annual set of volumes pub l i sh ing  s ince  1890. 
I )  

I n  . . t h e  11 i n d u s t r i e s ,  a t o t a l  of 3515 fndfvfdua l s  holding p o s i t i o n s  i n  266 

companies at  some point  i n  t h e  period were iden t . i f i ed .  The NCAB recorded biogra-  

ph ies  f o r  about a  q u a r t e r ' o f  them, Half of t h e s e  y ie lded  a -  sample of 488 

biographies.  When coded, these  biographies represented 6846 datum l i n k s  of t h e  

ind iv idua l s .  Since some ind iv idua l s  represented more than one indus t ry ,  t h e  d a t a  

represented 8502 l i n k s  f o r  t h e  11 i n d u s t r i e s .  S ixty-f ive  percent  of these  l i n k s  

were economic, 11% were p o l i t i c a l ,  and 24% were s o c l a l .  There i s  a  b u i l t - i n  Y? 
- .  

problem wi th  c o l l e c t i n g  d a t a  on emerging i n s t i t u t i o n a l  s t r u c t u r e s .  The less i n s t i -  '.'" 

6 t u t i o n a l i z e d  an  arrangement is ,  t h e  less a c c e s s i b l e  t h e  da ta  is. To compensate " .. - 

f o r  t h e  dea r th  of names 0 f . d i r e c t o r . s  from t h e  e a r l y  period,  I have taken the 'names 

of people who were d i r e c t o r s  i n  an i n d u s t r y . a t  any po in t  i n  t h e  time per iod and 

coded t h e i r  l i n k s  f o r  each t ime per iod,  
7 

The o v e r a l l  e f f e c t  i s  t h a t  t h e  r e s u l t s  a r e  watered down. This  d e c i s i o n  %2 

i.& 

i n s u r e s  t h a t  t h e  r e s u l t s  are a r e f l e c t i o n  of a r e a l  process  and n o t  j u s t  a n  arti- 
.- , 

f a c t  of  t h e  d i f f e r e n t i a l  a v a i l a b i l i t y  of names a t  d i f f e r e n t  p o i n t s  i n  time. -x. 

I n  t h e  sample of i n d u s t r i e s ,  a s  i t  was o r i g i n a l l y  drawn, t h e r e  w e r e  two more 

i n d u s t r i e s  - boots  q d  shoes,  and c l o t h e s  - but  d a t a  on these '  were s o  scarce 

8 t h a t  it could not  be included i n  t h e  a n a l y s i s  wi th  any r e l i a b i l i t y .  However, 

t h i e  l ends  support t o  t h e  genera l  argument, s i n c e  t h e  boot and shoe i n d u s t r y  i n  

' t h e  e a r l y  period had a  t o t a l  c a p i t a l i z a t i o n ,  according t o  t h e  census of manufac- 

t u r i n g ,  comparable t o  t h e  o t h e r  manufacturing i n d u s t r i e s  i n  t h e  sample. A s  l a t e  

as 1905 i t s  c a p i t a l  was $122m c.ompar.ed with $156 f o r  t h e  petroleum indust ry .  But 

s i n c e  it remained decen t ra l i zed ,  i t  remafned i s o l a t e d .  To ta l  s i z e  was no t  s u f f i -  

c i e n t ,  al though i t  may have been necessary,  to  q u a l i f y  indus t ry  l e a d e r s  f o r  

inc lus ion  i n  t h e  e l i t e .  9 
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Concentration r a t i o s  f o r  1890, 1900, 1905 a r e  ca lcu la ted  by d iv id ing  t h e  

author ized c a p i t a l  s tock  of t h e  fbur  l a r g e s t  firms in each indus t ry  by t h e  repor ted  . 

c a p i t a l  f o r  t h e  indus t ry  i n  t h e  census of manufactures, 
10, 11 

Cohesion is  examined 'by ident i f ic .a t . ion  of' 1.inks between i n d u s t r i e s  i d e n t i f i e d  

i n  coding t h e  b iographies  descr ibed i n  t h e  NCAB, A .link fo r .  an. i n d u s t r y  i s : a  r o l e  

f i l l e d  by an office+ o r  d i r e c t o r  of an indus t ry  i n  some o the r  economic, p,blitical, 

o r  s o c i a l  organizat ion durfng one time per jods  are 1886-1890, 1891-1895, .1896-1900 

and 1901-1905. So. i f  .Johri.D, Roekefell er. happened' t i  . sit  .. on t h e  b o a r d  of a major 

bank, t h e  petroleum ind'ustry would be c red i t ed  wi th  one bark link,. I f  Wfll.iam 

$7 Rockefel ler ,  who-was a d i r e c t o r  of both petroleum and r a i l r o a d  f i rms ,  s a t  on 
_.# 

& ..-? . . : t he  board of a  l a r g e  bank, both  petroleum and r a i l r o a d  would b e  c r e d i t e d  wi th  a 
+ 

$j bank l i n k .  Each l i n k  wi th  a very l a r g e  firm was considered a  s e p a r a t e  l i n k .  

.. + , . 
i. , 

L i s t i n g  of smaller  f i rms  were counted only once per indust ry ,  s o  t h a t .  s i t t i n g  on 

>+I s e v e r a l  small  banks would c o n s t f t u t e  only one l i n k ,  I f  a NCAB biography mentions 

!% an incumbency f o r  a' p o l i t i c a l  pos i t ion ,  p a r t i c i p a t i o n  of p a r t y  a£ f  airs o r  o t h e r  

p o l i t i c a l  a f f a i r s ,  or some s o r t  of k inship  or  s o c i a l + r e l a t i o n s  w i t h  p o l i t i c a l  

f i g u r e s ,  t h e  i n d u s t r i e s  f o r  which' t h a t  person is a  d i rec tor . ,  i.s c r e d i t e d  wi th  a - .. 

p o l i t i c a l  l i n k ,  An i n d u s t r y  is c red i t ed  wi th  a  s o c i a l  l i n k  f o r  an: a f f i l i a t i o n  

w i t h e a c h -  type of s o c i a l  organizat ion mentioned, For example, a  persoh who belonged 

t o  f i v e  country c lubs  would be c red i t ed  with a  country c lub  l i n k ,  

Thus i n  t h e  economic, p o l i t i c a l  and s o c i a l  arenas ,  E; high number of l i n k s  f o r  

an i n d i v i d u a 1 . i ~ -  i n d i c a t i v e  of t h e  scope or. o rgan iza t iona l  a f f i l i a t i o n s  and not  

j u s t  t h e  number of o r g a n i z a t i o n a l  a f f i l i a t i o n s ,  The more l i n k s  a  person i s  c red i t ed  

wi th ,  t h e  more types of organizat ions  he is  associated w i t h ,  t h e  wider t h e  c i r c l e  

of h i s  network, and t h e r e f o r e  :the- wider. t h e  -xi-rcle of t.he i n d u s t i y ' i n  which he 

occupies a  r o l e ,  



- .lo- 

The r e s u l t s  presented h e r e  represen t  a f i r s t  ~ i ~ a b  at; r.he dat.a. The d a t a  were 

coded i n  a more d e t a i l e d  breakdown of types of a f f 3 2 l & t i o n ~ .  and a more complex 

scheme f o r  d a t i n g  t h e  l i n k s ,  Because of time li.mitat,.lons, T am concentra t ing on, 

economic manifes ta t ions  of in tegra t ion ,  The approach w . i l l  b e , t o ,  simply examine 

the  r e l a t i o n s h i p  between p a t t e r n s  of c o n c e n t ~ a t i c n  over i n d u s t r i e s  and t h e  d i s t r i -  

bution of economic l i n k s .  Increased linkage's among s e c t o r s  of t h e  economy a r e  

i n t e r p r e t e d  ' a s  increased coheston of the  e l i t . e ,  

The r e s u l t s  i n d i c a t e  t h a t  t h e  integaat . ion or' c.he e l i t e - d i d  fnc rease  substan- 

t i a l l y  over t h e  course of f n d u e i a l  cmcentratron, Not rnly did  i n d u s t r f e s  become .L 
A.  

more concentrated ind iv idua l ly ,  which is what every school c h i l d  l e a r n s ,  b u t  con-' . i @ 

centra ted  i n d u s t r i e s  became more t i g h t l y  k n i t  ro each o t h e r ,  I n  t h e  1886-1890 
91 ' I*: i 

period,  each coded i n d i v i d u a l  was an o f f i c e r  o r  d i r e c t o r  i n  an average of 1.26 
# 

i n d u s t r i e s ,  whi le  i n  t h e  1901.-1905 perfod, each ind iv idua l  occupied such p o s i t i o n s  

i n  an  average of 1.99 i n d u s t r i e s ,  While t h a t  d i f f e r e n c e  may not  seem much i n  

- 4 

absolute  terms, i t  s i g n i f i e s  t h a t  i n  t h e  e a r l y  period,  t h e  expecta t ion t h a t  a r*l. 

61 ,,., 
-53 

person w i l l  provide a l i n k  between i n d u s t r i e s  I s  somewhat s m a l l ,  whi le  i n  t h e  ar -  

2- 

'&  

l a t t e r  period t h e  expecta t ion i s  c l o s e r  t o  two i n d u s t r i e s  and t h e r e f o r e  providing -* 

a . l i n k  between i n d u s t r i e s .  

The t o t a l  number of economic, s o c i a l  and p o l i t i c a l  l i n k s  f o r  a l l  11 i n d u s t r i e s  

increased from 2913 l i n k s  t o  4094 l.inks. The number of economic l i n k s  increased 

1 2  
from 1876 t o  2584. 

Examination of t h e ' d a t a  by i n d u s t r i e s  i s  mote t e l l i n g .  Looking only a t  t h e  

sampled i n d u s t r i e s ,  i n  t h e  e a r l y  per iod,  near ly  a l l  rhe in te r lockfng  i s  among r a i l -  

road, c o a l  and telegraph.  Meat packing and petroleum each had an  i n t e r l o c k  wi th  

r a i l r o a d s ,  a r e s u l t  of t h e i r  c l o s e  working r~e1at:tonship w i c h  t h e  r a i l r o a d s ,  By 

the  end t h e  system of f n t e r l o c k s  i s  much moxe dense- Rat.her than t h e  b i g  gul f  

- between t h e  c e n t r a l  t r i o  and t h e  r e s t ,  t 'here is a more gradual  h ierarchy,  wi th  



those t h r e e  s t i l l  a t  t h e  cen te r ,  but .  with t h e  c t h e r  industr.Y.r,s not$ p a r t  of the 

in te r lock ing  system (See-Table 21, 

The fndus t r i e s  t h a t  gained t h e  mcst economic r i n k s  we.re: t.he I .ndust r fes  t h a t  

showed the  most i n c r e a s e  i n  i n t e r n a l  conc.entr.ation (See Table 1). There were t h r e e  

i n d u s t r i e s  t h a t  showed more than 100% increase  i n  t h e  numbe.r of eeohomic . l inkso  

These were t h e  t h r e e  I n d u s t r i e s  t h a t  had the  largest i n c r e a s e  Sn concentra t ion 

r a t i o s  of t h e  sampled f i rms ,  meat packing, a g r i c u l t u r a l  machinery, and paper. 1 3  

I n  each of these  i n d u s t r i e s  a small group of very l a z g e  companie.8 replaced many 
.- . . . . .  

smaller ' f inns, Leaders.hip pastieri into the handii af ifr:anc.irii. and i n d u s t r i a l  

magnates, sometimes coming otit of t h e  industry, such a6 Armour and Swift ,  and 

sometimes e n t e r i n g  t h e  indus t ry  from t h e  outsfde,  such a s  George Pcrkins, t h e  

Morgan man who shared t h e  l eadersh ip  of In te rna t fcna l  Harvester with  Cyrus 

&? . An i s s u e  of  h igh  s a l i e n c y  i n  t h e  i n t e g r a t i o n  of t h e  bus iness  e l f t e  is t h e  r o l e  

S'P. wi of f inance  and banking, The t o t a l  number of l f n k s  between t h e s e  11 f n d u s t r f e s  and 

banke increased from 152 l i n k s  i n  1886-1890 t o  271 l i n k s ,  i n  1901-19050 Eighty-two 

. :. of t h e  l a r g e e t  commercial banks i n  t h e  country were i d e n t f f i e d  by Bunting (1972). 
. . ,  

. 

The l i n k e  wi th  theee  major banks by .the. 11 i n d u s t r i e s  tx.ipl.ed from 2 6 - t o  93, 
. . 

Railroade, t e l egraph  and c o a l  go t  the l i o n ' s  sha re  of major bank l i n k s ,  a e  they 

do o the r  l i n k s ,  In t h e  f i r s t  time p e r i d ,  these  ?:hree i n d u s t r i e s  comprised 25 of 

the 27 l i n k e  wi th  major banks, The o the r  two are from l i q u o r  and sugar, each of 

which were monopolized by a s i n g l e  firm. By the  end of t h e  per iod,  r a i l r o a d ,  

te legraph and c o a l  s t i l l  had over t.hr.ee-four-ths of t h e  l i n k s  (78 ou t  of 93) wi th  

. major banke. But on ly  t h e  book indtlst ty and t h e  .l.umher. Induatry  of the 11 eampled 

induetr ieo  s t i l l  had no i n t e r l o c k s  with major banks, These were t h e  only two 
. . 

eampled indue t r i eo  t h a t  had concentrat ion rat . ioe l e ~ t i  than 1.0%,. The case of t h e  

.. _ lwabar indue t r y  i e  e e p e c l a l l y  i l luminat ing since t h e  t o  t . a l  c a p i t a l  invested i n  t.he 



i ndus t ry ,  according t o  census figur.e.s was the  large.rt manclai t u  t f .ng  ~ n d u s t r y  i n  

t h e  sample, more th.an t r i p l e  t h a t  o f  t h e  petroleum indus t ry  CU,S.:Bureau of t h e  

Census, 1905.) T o t a l  s i z e  a lone  was n o t  sutfisienr r n  a t t r a c t  r e l a t i o n s  wfth 

b i g  money, . . . 

. . .  i . 
DISCUSS ION 

. t :  - 

The r e s u l t s  'shed 1 . ight  on each of the  t h r e e  perspec:.ives and sugges t  some 
. ... . ,  . . .  . . 

t h i n g s  t h a t  go' bey6nd a1.1 of them, 

The i n d i v i d u a l i s t '  p e r s p e c t i y e  d w s  not hold . ~ p ,  ;'he e!ite no t  only f a i l e d  
<a. .. 

- 'jk 
t o  show s i g n i f i c a n t  opening up, btrr an actua l  cant rarr t . i en ,  The d a t a  herd .shows 

r, 
"a$' .i' 

t h a t  t h e  number of  a v a i l a b l e  ' p o s i t i o n s  bet:onlra more r oncenr r a t ed  i n  fewer people. 
. . . . 

2, .;* -I* d 

Moreover, examination of t h e . c e n s u s  of.rnanufactu:ers shows t h a t  t h e  a b s o l u t e  .; +. 
: - 

number of  a l l  e s t ab l i shments  i n  t h e  11 indus t r  ie6 dec-ceases dur ing  20 of t h e  most 

expansive y e a r s  i n  U,S,  h i s t o r y  ( U , S ,  Bureau of the C.encus, 1905), Only l i q u o r ,  

books, and paper of t h e  sampled i n d u s t r i e s  .gained i n  total number of  e s t a b l i s h -  

I- 
. 'I" . . 

ments. Despi te  any i n c r e a s e  i n  egaZi ta r l an  modes of r ec ru i tmen t  t h e r e  may have 

G 
been, the  span of h ie ra rchy  became more unequal. In a word, e l i t e  became more 

w 

el i te .  

The network pe r spec t ive  is more f r u i t f u l  than the i n d i v i d u a l f s t  pe r spec t ive  
. - 

f o r  desc r ib ing  t h e  p a t t e r n s  of change in l ~ n k a g e s ,  There  w a s  a c e n t r a l  c o r e  of 

i n t e r l o c k s  t h a t  d i d  provide t h e  nucleus  aroucd w h i c h  later i i n k s  were s t ruc tu red .  

But t h e  pe r spec t ive  does n o t  h e l p  u s  predic t  which p a r t s  o f  t h e  economy bec.ame 

p a r t  of t h e  e l i t e  and which p a r t s  remained I s o l a t e d ,  That p e r s p e c t i v e  would pre- 

d i c t  only t h a t  t h e  number of l i n k s  of an Indust ry  had l a t e  i n  t h e  per iod  i s  a 

funct ion  of t h e  number of l i n k s  e a r l y  i.n t h e  period and t h e  number of' e l i t e  c l u b s  

t o  which members of  t h e  i n d u s t r y  belong, The d a t a  f.oniirm c h i s ,  but  only f o r  

those t h a t  had a  c e n t r a l  r o l e  i n  t h e  e a r l y  period,  The h ighes t  number of economic 

l i n k s  a r e  found i n  r a i l r o a d s ,  coal, and te legraph i n  the  b ~ g i n n i n g  and t h e  end. 
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i: For t h e  o t h e r s ,  l i n k s  at t h e  beginning and number of l i n k s  with men's c lubs ,  

6 ! a t h l e t i c  clubs,  country c lubs ,  ind '  "high -. soc et.yl' r 13bs14 do 'not p r e d i c t  t h e  number 

of economic l i n k s .  a t  t h e  end. One example w i l l  i l l u s r r s t e .  I n  t h e  e a r l i e s t  period.  
I; 
'L 

i: lumber, books, and~mea t  packing had 32, 1.6, .and 11 economic l i n k s  respec t ive ly  and 

were t h e  t h r e e  . lowest  i n d u s t r i e s ,  A t  t h e  end of t h e  per iod,  1umber.and books were 
p 

.L still  t h e  two lowest  wi th  1 8  and 28 l i n k s ,  while meat packing though s t i l l  w e l l  . 
:i 

below t h e  t o t a l  mean, had surpassedz:both of them, -  embers ship i n  c lubs  does no t  

expla in  t h i s  s i n c e  t h e r e  was no d i f fe rence  i n  club membership among them. Rather, 
. , 

t h e  d i f  f  erence:-was--. increased concentration of the  bee? indus t ry ,  . .. . . . . 

The,mobi l iza t ion perspect ive  found t h e  g r e a t e s t  sllpport from che data.  ..Those 

i n d u s t r i e s  t h a t  experienced the  g r e a t e s t  gain i n  l i n k s  were t h e  ones t h a t  under- . 

went t h e  g r e a t e s t  ga ins  i n  concentiration, And t h e  p a r t i c u l a r  process  lends  support 

f o r  t h i s  point  of -view.  Railroads,  coa l ,  te legraph a n d 4 i n a n c e  developed as an 

i n f r a s t r u c t u r e  core  wi th  t i g h t  r e l a t i o n s  among themselves and drew on a- s i m i l a r  

pool of people f o r  leadership .  Other indus t r i e s  mobilized resources.  i n  c l o s e  

r e l a t i o n s h i p  wi th  t h e  i n f r a s t r u c t u r e  core. Both t h e  flow of resources  and t h e  

s t r u c t u r e  of- . - in ter locks  can be-represented by a c e n t r a l  a x i s  wi th  spokes r a d i a t i n g  - 

. ! ... , .. . 
1; outward. The r e l a t i o n s h i p  among the.men.-was a p r o j e c t i o n  of t h e  r e l a t i o n s h i p  ?a>:  , . . . 

among t h e  organizat ions .  While t h e  network perspecr ive  would have predic ted  such . .  . 

. :  a s t r u c t u r e ,  t h e  mobi l i za t ion  perspect ive  provfded b e ~ t e r  predl'.ctions for. varf-  

a t i o n s  i n  occupancy of those  spoke pos i t ions ,  

The desrelopment of a na t iona l  e l i t e  involved th ree  s t e p s ,  The f i r s t  i s  t h e  
- 

government-subsidized development of the  inf ' ras t rucrure ,  The second i s  t h e  

development of i n d u s t r i a l  monopolies around t h e  core  of i n f r a s t r u c t u r e  organiza- * . .  

t ions .  The t h i r d  i s  t h e  l e v e l i n g  of.I:dominance wi th in  t h e  monopoly s e c t o r  a s  t h e  

r a i l r o a d s ,  coa l ,  and te legraph re l inqu i sh  abso iu te  c e n t r a l i t y ,  This  paper con- 

c e n t r a t e s  on t h e  second.phase,  the  process c f  monopolization of i n d u s t r i a l  concerns 



around t h e  e x i s t i n g  i n f r a s t r u c t u r e  f irms.  . , . .  . 
None of t h e  t h r e e  pe r spec t ives  a lone  can adequate1.y exp la in  how t h e  e l i t e  

developed. The most f r u i t f u l  approach is  t o '  cornbfne t h e  network per 'spective '  s 

a b i l i t y  t o  t r e a t  t h e  i n d i v i d u a l  a c t o r  i n  terms of the  t o t a l i t y  wi th  t h e  .mobili- 

z a t i o n  perspect ive ' s  .emphasis on t h e  flow of resources between c e n t r a l i z e d  

organizat ions.  

The r e s u l t s  show t h a t  t h e  e l i t e  developed.around an i n f r a s t r u c t u r e  core.  The 

development and c e n t r a l i z a t i o n  of t h e  in f ras t ruc tu re ' fnvo lved  t h e  development.of 

t r anspor ta t ion ,  communication and energy ( t h a t  i s , r a i l r o a d s ,  t e l egraph  and c o a l ) ,  -.- 
i n  coordination wi th  t h e  development of cen t ra l i zed  f inance .  The t e legraph  grew zL 

up along s i d e  t h e  r a i l r o a d  both  f i g u r a t i v e l y  and l i t e r a l l y .  Coal companies .*. 
*Tr 

were almost un ive rsa l ly  owned o r  con t ro l l ed  by r a i l r o a d s  (Roberts,  1901). The -7- 

cen t ra l i zed  r a i l r o a d ,  t e l egraph  and coal  companies were l inked f i n a n c i a l l y ,  opera- 

t i o n a l l y ,  and personal ly  through i n t e n s i v e  in te r lock ing  of d i r e c t o r s  and o f f i c e r s .  

Economic h i s t o r i a n s  have debated t h e  economic s i g n i f i c a n c e  of t h e  r a i l r o a d s  @- 
& ~. .*.' . 

i n  terns of t h e  su rp lus  v a l u e  c r e a t e d . b y  lowered t r a n s p o r t a t i o n  c o s t  and i n c r e a s e  

u- ' 
in aggregate demand (Fogel, 1964). However, t h e  more important  r o l e  played was :*As 

t h e  c e n t r a l i z a t i o n  of c a p i t a l  i n  Wall S t r e e t  and t h e  i n s t i t b t i o n a l i z a t . i o n  of 

l a r g e  s c a l e  f inancing - i n  t h e  New York Stock Exchange. Most of t h e  major rail- 

roads were over-capital ized and heav i ly  burdened wi th  bonded debt .  Many had 

over a t h i r d  of g ross  revenues absorbed by f n t e r e s t  payments, and some nota%%e 

r a i l r o a d s  such a s  t h e  Reading o r  t h e  Union P a c i f i c  paid out ha l f  of t h e  g ross  

income on i n t e r e s t  (Manual of S t a t i s t i c s ) .  This w 3 s  money flowing fr.om t h e  fanners  

and consumers i n t o  t h e  hands of Wall St.reet.  The development of l a r g e  n a t i o n a l  

corpora t ions  would have been impossible without t h e  s e r v i c e s  and c a p i t a l  of t h e  

cen t ra l i zed  i n f r a s t r u c t u r e ,  The s tock  exc.hange grew up around r a i l  s tocks .  A s  

l a t e  as 1890 three-fourths of  a l l  s tocks  l i s t e d  on t h e  New York Exchange w e r e  



, 
- ra i lway  (Manual of S t a t f s t i c s ,  1890)0.  Most.cf the others %ere coal  and telegraph.  - .  

This  was t h e  i n s t i t u t i o n a l  frame on which the  monopo1.y sec to r  war bt-lflt, - . .  . . .  

The second phase s t a r t e d  before  t h e  c c l n ~ l e t i o n  of' the. f f r s t . ,  . The ' . typical . 

i n d u s t r i a l  monopoly would have been impossible: without speclal.  r e l a t f  ons wi th  . . 

. e i t h e r  t h e  r a f l r o a d s ,  t h e  bankers 'o r  both, Many of t h e  e a r l y  concentra t ions ,  

inc lud ing  Standard 0?1,  t h e  meatCpaekers.acd the  sugar t r u s t ,  achieved dominance 

i n  t h e i r  i n d u s t r y  through. speciz i -  r k ~ a t  ~ . ~ n s h f  ps w%th t h e  ra i l . roads  , most notably  

. . r e b a t e e  and drawbacks.15 These - th ree  i n d u s t r i e s  Are also notable  f o r  t h e i r  develop- 
: . - . . 

. , ment of expor t - -ac t iv i ty  , achieved:::ori t h  t h e  ~f ?..I !:D& ~ s i s t a a s ~ .  of the natLonal. 

government, Thbse combinations were f ormcd without t.he watering of s tock  t h a t  - .  

charac te r i zed  l a t e r  consol idat ions .  For example the c-ap i t a i  s tock of Standard 

0 i l : inc reased  less than $2 mi l l fon  throughout t h i s  period,  16 

Other combinations, e specfa l ly  duxi t~g t h e  merger wave of 1897 t o  1904 were 

undertaken by promoters who mobflfzed eap . i t a l  c e n t r a l i z e d  by t h e  ra i l roads . .  The 

i n s t i t u t i o n a l  -frame f o r  t h i s  was, t h e  New York Stock &change, and t h e  l a r g e  New 

York banks; t r u s t  companies and 'brokers .  These conso l ida t ions ,  such a s  t h e  I n t e r -  ' 

n a t i o n a l  Paper Company. and t h e  Tnternatf.ona1. Harvester: -Company, fnvolved . t h e  . ., 

a coopera t ion of a few indust ry  l e a d e i s  wi th  f'f n a n c i a l  l eaders ,  Lucra t ive  o f f e r s  

. . . . .. and t h e  t h r e a t  of ex t inc t ion  persuaded most f i r m s  in a merging indust r i  t o  sel l  

: t o  merger promoters. Leadership i n  t h e  new ccmbinatfon w a s  shared by fndus t ry  . 
. . 

. ..  
. . . . l e a d e r s ,  r e p r e s e n t a t i v e s  of t h e  f i n a n c i a l  community, and ocher i i d i v i d u a l s  who had. 

d e s i r a b l e  connectlonso This i s  the  sourbc.a of msny int-arlaeke found i n  t h e  l a t e r  
. . 

; t ime period.  . . 

. A f t e r  t h e  turnodf . the  century,.. .t.he industriai ga ins  became l e s s  dependent on 

.. t h e  i n t r a s t r u c t u r e  core, Standar.d .- . 05.1 was one of t h e  first t o  become an independent . . 

' . f i n a n c i a l  power, The Rockefel lers  got. themselves a farniiy- bank and s t a r t e d  re in -  

v e s t i n g  t h e i r  massive p r o f i t s , .  The r a i l r a a d s  had been sucked dry ,  by deb t s  which 



-1.6- 

hung over.them f o r  years, While t he i r  nachfnes and roadbeds were decaying w.itlrcut. 

the  money t o  improve them, highway t ransporta t ion was beit-:% u n d e n ~ i t t e n  a t  public 

expense. Similar ly  petroleum, which was used h i t i a l l y  f o r  lighting snd lubrica- 

t i on  was undermining coa l ' s  p lace a s ' t b e  chPef i ndus t r i a l  and t.ransportatfon fue l ,  

Weetern Union had l o s t  out t o  the  Morgan backed ATT fn  t h q i r  attempt t o  move i n t o  

telephones and thereaf te r  remained i n  the  back rooms of the.der..aying t:rafn s t a t i ons ,  

This descr ip t ion  is a t  variance with mcre r~nventional  descr ipt ions  which descrfbe 

a sequent ia l  process of d i f f e r en t  fndus t r ies  undergofng a s imilar  process, V i r -  

t ua l ly  a l l  t he  debate about t h e  c,ause,s of ecbf*m:'c ccvmc.ntratiop 2is~u~wz t4at t.here 

i e  a s ing leunder ly ing  process t ha t  explaSns e q u a l l y  w'a1.1 t:he devel.opment of 

ra i l roads ,  petroleum, automobiles and e lec t ron ic  computers, Ry implication the  

process of e l i te  development should be s imtlar . the .  process of cl.ite development 

ehould be s imi la r  i n  each induetry. 

\ But I am arguing tha t  t he re  developed an in f ras t ruc ture  core (with govern- 

ment eubeidation) t h a t  provided the i n s t i t u t i o n a l  fram~work including the finan- 

cial framework around which o ther  indus t r ies  developed and consolidated. The 

Indue t r i a l  e l i te  t h a t  developed af ter  1890 was the  c rea t ion  of the  ea r ly  e l f t e .  

Standard O i l  did not  develop and qual i fy  the  Rockefellers for  i nc lus ion . fn to  t h e  

el i te  ne t ,  But Standard Of1 developed around the  core and i n  re la t ionsh ip  t o  

the core,  Today's monopoly sec tor  grew fxom the core out ,  The d i f f e r e n t  p a r t s  

of t he  bueinese e l f t e  a r e  integrated not on ly  because they share t h e  same object ive 

i n t e r e s t s ,  but  because they developed out of a ccmnsn source and have been 

integrated from the beginning, 

This paper hae cal led on three  eonventionaX petspect ives  t o  examfne t he  

emergence of a nat ional  b'usiness i n  the U,S, in the  years 1886 t o  19060 Cohesion 
. . 

and c e n t r a l i t y  of . the e l l t e ,  the  e l i t i a t /p lura l i r r t .  debate t a a  t rea ted  a s  absent 
-.._. 

or present e ta tee  have been t rea ted  here as variables ,  The theore t ica l  questions 



I have addreseed have tb do with the relations'nir: c.f cchcsion and centra l i ty  w~ th  

other variables. Three perspectives led to dfffercnt p ~ e d i c t i o n s  about the  tela- 

tionship of eoheeion and centrality with other var iab les ,  The prediction of the 

individual perspective that economic cxpancion and the  deve-lopment ofnlarge-scale 

organizations would lead to  a loosening of the e l i t e  was contradicted by the data. 
. .  - 1  . " .. . 

The most complete account of t h e  emergence oi the e l . i t e  was found by synthesfzing 

the e l i te  parepective'e emphasis on the primacv of e c e n ~ r s l  core with t h e  mobi- 

l i za t ion  perspective's emphaeis on the ciit~_ a s  rnnrc.sentat1ves of mobilized 

organizetione, Finally a new account of t.11~ development of +he American busineee 

el i te  proposed that integration in the elite was a result of the  h i s t o r i c a l  
r4 

emergence of the e l i te  from an IttErastrucruxc end fintincia1 core which provided 

tha ins t i tut ional  framework on which the moropol y sector was constructede 



TABLE 1 

T o t a l  C a p i t a l i z a t i o n  and Percent  of Tota l  c a p i t a l  ' 
* 

Held by Four Largest Firms i n  11 Sampled 
I n d u s t r i e s ,  1890, 1900, 1905 

. . . . . . .  . : .  . . 
Top f i g u r e  is c a p f t a l  i n  mfl l fons  of d o l l a r s .  a  

b. .. . Bottom f i g u r e  i s  pe rcen t  c a p l t a l  held by four  l a r g e s t  f i rms.  . . - 
, 

. . , . . .  . .. 

I n d u s t r y  - 1890 1900 1905 
t . .. . . . -. 

coa lC  N A NA N A 
NA NA . , . N A  . . 

Meat 

A g r i c u l t u r a l  
Machinery 

D i s t i l l e d  
Liquors 

Telegraph 

Petroleum 
Ref f  nf  ng 

Lumber 

Rai l road 

Books 

Paper and 
Related Products  

.Sugar Ref infng 

a 
Source: Census of Manufactures, 1905, 

' b ~ o u r c e :  See text. 
C 
Not i n  census. Indus t ry  con t ro l l ed  by r a i l r o a d s .  

d l e g a l  monopolye Western union. 
e 
Computed f i g u r e  over  loo%, See f c o t n o t e ,  . .. 

1nsuf f i c i e n t  da ta .  Indust ry  is  p r imar i ly  small firms, 



c. w : *--:- $<, , , . ,: z:? .c, , ,-$? . . . .., . , ' . . - 
' . . . .  . . . . .. .. 

... , I t !  .:. ::; . ., I . . . .  

. ,. 
' . . TABLE 2 

I n t e r l o c k i n g  D i r e c t o r a t e s  Among 11 Sampled I n d u s t r i e s  : 1901-1905 

1. Coal , 537 . 

2, Meat 1 60 
1 

2 0 20 3. A g r i c u l t u r a l  + 

Machinery . 

4. D i s t i l l e d  5 0 0 5 7 .  
~ i ~ u o r s  . . . . 

5. TeTegraph ' 2 5  . . 2 0 0 ' 1 2 4  . . .. .. 
6 Petroleum 7 0 0 . 0  2 116 . ' 

:: Ref in ing  

7 0  Lumber 8 0 0 : . O  2 2 41  

8,  Rai l road  76 2 4 3 41  15  17 797' 

9. Books 6 0 0 0 : 2  0 .2 2 48 

10. Paper, and 5 0 0 0  4 1 1 10  1 1 8 1  
~ e i a  t ed  Products  

116 sugar  Re£ining 6 2 0 0 1 5  0 0 2 1 0  4 103 _ - - - - - - -  
T o t a l  I n t e r l o c k s :  201 7 6 . 8  . 93 '  27 32 1 9 1  1 3  26 48 

(Indue t r y )  : ' 1 2 3 4  5 6 7 8 9 10  11 

Source: See t e x t .  



FOOTNOTES 

1. Taussig and Jos lyn  argued t h a t  the  l ack  of upward mobi l i ty  was not  i n c o n s i s t e n t  
with achievement recrui tment  s i n c e  t h e  e l i t e  was h e r e d i t a r i l y  disposed t o  
leadership .  

2. Southern p ine  owners f i n a l l y  banded together i n  a t r a d e  a s s o c i a t i o n  which undertook 
lengthy and on ly  marginal ly  success fu l  l i t i g a t i o n  i n  t h e  c o u r t s  t o  combat t h e  
d i s p a r i t y .  

3. See Hirsch (1975) f o r  a  d i scuss ion  of the  use of indus t ry  a s  a u n i t  of a n a l y s i s .  

4.  The sample is  drawn from a l is t  of 51  i n d u s t r i e s  modified f o r  my purposes from 
Evans (1943). The sampling technique is  more appropr ia te  f o r  t h e  purposes f o r  
which t h e  d a t a  was o r i g i n a l l y  c o l l e c t e d  than t h i s  one, Obviously some key p a r t s  
of t h e  n a t i o n a l  bus iness  e l i t e  a r e  gofng t o  be missing. The most g l a r i n g  omission fz 
is  t h e  s t e e l  indust ry .  U.S. S t e e l  was incorporated i n  1901 a s  t h e  f i r s t  b i l l i o n  , 

d o l l a r  corpora t ion,  Other important omissions a r e  t e x t i l e s ,  chemicals, and 2% 

machinery, inc lud ing  e l e c t r i c a l  machinery, Wholesale, r e t a i l ,  a g r i c u l t u r a l ,  
const ruct ion,  f inance ,  and p u b l i c  u t i l i t i e s  were no t  included i n  t h e  sample . - 
However, t h e r e  a r e  key people from a l l  of these  s e c t o r s  i n  t h e  sample. For a ..- 
discuss ion of t h e  o f f i c e r s  and d i r e c t o r s  of t h e  l a r g e s t  corpora t ions  i n  t h e  
country dur ing t h i s  period.  See Bunting (1972), 

5. Al te rna t ive  ways of i d e n t i f y i n g  h i s t o r i c a l  business e l i t e s  have been: (1) t o  
count only those  l i s t e d ,  those  i d e n t i f i e d  a s  o f f i c e r s  and d i r e c t o r s  from a 
stock exchange handbook (Taussig and Joslyn,  1932; Bunting, 1972); (2) t o  examine 
information on those  l i s t e d  i n  a c o l l e c t i v e  biography such a s  t h e  National  
Cyclopedia of American Biography (Mil ls ,  19631, t h e  Dic t ionary  of American 
Biography (Bendix and Howton, 1962), o r  Who's Who .(Sensen, 19735-6 The b a s i c  -- 
problec: with these  methods i s  t h a t  one does not know how r e p r e s e n t a t i v e  a sample 
of a l l  bus iness  l e a d e r s  one i s  g e t t i n g ,  The c o l l e c t i v e  biographies a r e  b lased 
toward those  i n d i v i d u a l s  who were prominent i n  o t h e r  f i e l d s  o r  whose l i v e s  were 
j o u r n a l i s t i c a l l y  i n t e r e s t i n g .  The s tock  exchange handbook inc ludes  only those  
f i rms t h a t  were incorpora ted  wi th  a l a r g e  enough supply of p u b l i c l y  a v a i l a b l e  
s tock t o  be so ld  on t h e  market. This  d id  not inc lude Standard O i l  u n t i l  1899 
when t r u s t  c e r t i f i c a t e s  were turned over t o  Standard O i l  of New Jersey.  Although 
I have no t  i d e n t i f i e d  a l l  t h e  personnel i n  our i n d u s t r i e s ,  I a m  a b l e  t o  state t o  
what ex ten t  t h e  conclusions are represen ta t ive  of bus iness  l e a d e r s  as defined . 
here. 

6. By 1906, information on . the  f inances  and personnel of t h e  l a r g e s t  co rpora t ions  
i s  a v a i l a b l e  f o r  a l l  i n d u s t r i e s  i n  stock-exchange handbooks, t h e  precursors  
of Standard and Poor ' s  t h a t  w e  have today. But b e f c r e  1890, these  handbooks, 
which w e r e , t h e  source  of t h e . b u l k  of the  names used he re ,  l i s t e d  only r a i l r o a d s ,  
te legraph and c o a l  companies, which comprised v i r t u a l l y  a l l  t h e  s tocks  on t h e  
l a r g e r  exchanges. The process  of bringing a l l  p a r t s  of the  economy i n t o  a few 
l a r g e  s tock exchanges is  i n  i t s e l f  a  c e n t r a l  p a r t  of t h e  I n t e g r a t i o n  of t h e  
economy, but  t h e  l a c k  of e a s i l y  access ib le  information on d i r e c t o r s  i n  t h e  e a r l y .  
period complicates t h e  r e s e a r c h e r ' s  t a sk ,  But the  b iographical  information 
from t h e  NCAB covers  t h e  whole time span. 



7. The a l t e rna t ive .would  have been t o  take  t h e  names f o r  each time period and com- 
p u t e  t h e  l i n k s  t h a t  were opera t ive  i n  t h a t  period.  This  l a t t e r  a l t e r n a t i v e  
would have c rea ted  a  b i a s  t h a t  overs ta ted  t h e  d i f f e r e n c e  between t h e  i n d u s t r i e s  
t h a t  were on t h e  s tock exchange e a r l i e r ,  such a s  r a i l r o a d  and coal ,  and those  
t h a t  were not  l i s t e d  u n t i l  l a t e  i n  t h e  period. The a l t e r n a t i v e  t h a t  I have 
taken,  of c r e d i t i n g  t o  an indust ry  t h e  l i n k s  f o r  a  d i r e c t o r  t h a t  s a t  i n  t h e  
i n d u s t r y  a t  any t i m e ,  underestimates t h e  d i f f e r e n c e .  I t  underestimates t h e  
d i f f e r e n c e  f o r  those  i n d u s t r i e s  t h a t  became in tegra ted  through inclu6ion of . 
o u t s i d e  people more than f o r  those  t h a t  becsme in tegra ted  by t h e  inclus ion of 
t h e i r  people i n t o  o the r  sec to r s .  An example of the  i n d c s t r y  t h a t  became Inte-  
g r a t e d  through t h e  inc lus ion  of ou t s ide  people i s  t h a t  of a g r i c u l t u r a l  machinery, 
which wi th  t h e  c r e a t i o n  of I n t e r n a t i o n a l  Harvester  acquired represen ta t ives  of 
t h e  f i n a n c i a l  community t h a t  u n d e r n o t e  t h e  merger, But the .o lde r  l e a d e r s  of 
t h e  indus t ry  d id  not  gain  very  many l i n k s  tk~emselves, Paper would a l s o  f i t  t h i s  
d e s c r i p t i o n ,  I n d u s t r i e s  t h a t  became more in tegra ted  through having t h e i r  
l e a d e r s  acqu i re  new l i n k s  would be est imate? more &ecurare ly  by t h i s  procedure. 
These i n d u s t r  ies would include beef,  pc.trr,l e:.:m m , ~  zirgsr, 

... 8. There were some boot and shoe d i r e c t o r s  I d e n t i f i e d  from rerdtny Shoe and Leather 

w,. Reporter; bu t  t h e i r  biographies d id  no t  appear i n  the  NCAB, Although I was 

%$ unable t o  f i n d  o t h e r  connections of t h e  d i r e c t o r s  of t h e s e  i n d u s t r i e s ,  t h e  
&! d i r e c t o r s  of o t h e r  i n d u s t r i e s  r a r e l y  were i d e n t i f i e d  as having l i n k s  wi th  these  

&! two i n d u s t r i e s .  
:..+: 

9. There were a few small  monpoloies, such a s  t h e  co t ton  seed o i l  t r u s t  t h a t  d i d  . 

,+ n o t  become i n t e g r a l  t o  t h e  emerging e l . i t e ,  
&tf: 

&I 

10. See Universi t ies-National  Bureau Committee f o r  Economic Research, 1955, Scherer  

kt (1971) and Shepherd.(l970) f o r  discussions of t h e  va r ious  measures of economic - 
F concentra t ion,  They agree t h a t  t h i s  measure i s  genera l ly  t h e  e a s i e s t  t o  o b t a i n  

from r e z d i l y  a v a i l a b l e  information and i s  c o r r e l a t e d  on t h e  order of .8 and .9 
wi th  o t h e r  more eophis t ica ted  measures such a s - t h e  Gin1 Index. 

11, In computing t h e  concentrat ion r a t i o s  two problems arose:  (1) I n  some i n d u s t r i e s  
f o r  some years ,  I could n o t  f i n d  c a p i t a l f z a t i o n  d a t a  f o r  four  companies over a 
m i l l i o n  d o l l a r s .  I a r b i t r a r i l y  s e t  t h e  r a t i o s  at 5% f o r  those  jndustry yeare.  
That c e r t a i n l y  o v e r s t a t e s  t h e  t r u e  value ,  bu t  t h i s  overstatement is methodo- 
l o g i c a l l y  more conservative than understatement, (2) The f i g u r e s  t h a t  a  com- 
pany r e p o r t s  t o  t h e  census represent  only t h a t  p a r t  of t h e  e n t e r p r i s e  t h a t  i s  
i n  a p a r t i c u l a r  industry.  E.g., If a  sugar company c a p i t a l i z e d  a t  $100 had 
10% of t h a t  inves ted  i n  t h e  production of b a r r e l s  they would repor t  $90 c a p i t a l  
f o r  eugar and $10 f o r  cooperage. Since most of the companies a r e  overwhelmingly 
i n  one induetry  t h i s  presented no systematic problem. But i n  t h e  very concen- 
t r a t e d  i n d u s t r i e s  t h e  computed r a t i o  i n  a  f e w  cases  exceeded 100%, This  was 
comfortably a t t r i b u t e d  t o  the  repor t ing  procedure i n  a l l  cases except t h e  
l i q u o r  indus t ry  f o r  1900, when the  computed f i g u r e  exceeded 200Za A poss ib le  
e x p l a n a t i o n - i e  t h e  inc lus ion of extensive-marketing s u b s i d i a r i e s  i n  t h e  whiskey 
t r u s t  c a p i t a l i z a t i o n ,  For a l l  t h e  cases  of ratios over loo%, t h e  f i g u r e  waa set 
a t  95%. Thie figure i e  1 n . p r a e t i c e  jnd ica t ive  of v i r t u a l  monopoly, but  t h e  5% 
from t h e  abso lu te  l i m i t  i e  maintained a s  t h e  p ~ a c r i c a l  l i m i t  a t  the  upper and 
lower end of t h e  ecala .  



12'. Thie i e  not  t h e  stunning inc rease  t h a t  I had expected. This may b e  due t o  
; methodological decisions made i n  d a t a  c o l l e c t i o n .  There a r e  ways t h a t  I can 

Q maaeage the  data  t o  so lve  t h i 6  ques t ion,  but  i t  i s  beyond t h e  scope of t h f s  
presentat ion.  

13. The meat packing indus t ry  dur ing t h e  period saw t h e  l e g a l  incorpora t ion  of Amour 
and Swift from p r i v a t e l y  owned companfes and t h e  development of t h e  f o u r  o t h e r  
membere of t h e  "Big Six" o l igopoly  a s s a i l e d  by t h e  muckrakers, I n  a g r i c u l t u r a l  
machinery,International  Harves ter ,  with t h e  backing of J.P. Morgan and l a t e r  
John D, Rockefeller,  consol idated  t h e  b igges t  ha rves te r  companies i n  t h e  country,  
while t h e  American Seeding Machine Company gained contrbol of another  p a r t  of t h e  
induetry,  The b igges t  i n c r e a s e  f n  t h e  concentra t ion r a t i o  was found I n  t h e  
paper industry,  which changed from a near ly  p e r f e c t  competi t ive set of markets  
i n  1886 t o  a c l e a r  d i v i s i o n  of markets, each dominated by a g i a n t  co rpora t ion ,  
euch a s  I n t e r n a t i o n a l  Paper f o r  newspaper, American Writing Paper f o r  s t a t i o n e r y ,  
U,S. Envelope and othere.  

14, Such as New York's Union League or P i t t s b u r g h ' s  Duquesne Cl.ub. 
. \' 

15. They each had .cord ia1  r e l a t i o n s  with. bankers and a t  times used these. t o  t h e i r  . - 

advantage, b u t , t h e  b a s i c  dynamic was i n  s a l e s  r a the r  than f inancing.  
. . .. . 

6 The Sugar Trus t ,  when - i t  .was changed i n t o  t h e  ~ m e r i  can Sugar Regfning Company 
i n  1891, was watered, b u t  it had operated a s  a successful  combination f o r  f o u r  
yeare and did  not  incorpora te  u n t i l  t h e  government pressured i t  t o  under t h e  
Sherman Anti-Trust Act of 1890. . 
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