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The imperatives of technology and organization, not the images of ideology, are what determine the shape of economic society.

—John Kenneth Galbraith, The New Industrial State (1967)

The kind of economic organization that provides economic freedom directly, namely, competitive capitalism, also promotes political freedom because it separates economic power from political power and in this way enables the one to offset the other.

—Milton Friedman, Capitalism and Freedom (1962)




INTRODUCTION

THE PARADOX

IN MARCH 1975, economist Milton Friedman accepted an invitation to Chile to meet with Augusto Pinochet, who some eighteen months before had toppled the democratically elected government of Salvador Allende. Friedman was criticized in the American press for making the trip, but there is no reason to suppose he approved of Pinochet. Friedman went to Chile to urge Pinochet’s junta to adopt free-market capitalism—to trim the business regulations and welfare state that had grown under Chile’s many years of democratic government and to open itself to trade and investment with the rest of the world. In a series of lectures he delivered in Chile, Friedman reiterated his long-held belief that free markets were a necessary precondition to political freedom and sustainable democracy. Pinochet took Friedman’s free-market advice, but Pinochet’s brutal dictatorship lasted another fifteen years. The men died within weeks of each other in late 2006.

         

OF ALL the nations of the world, America is assumed to best exemplify the idea that capitalism and democracy go hand in hand.1 But in the years since Friedman visited Chile, the relationship has become strained. Free-market capitalism has triumphed. Yet democracy has weakened.

Since the 1970s, and notwithstanding three recessions, the United States economy has soared. Consumers have been treated to a vast array of new products—personal computers, iPods, antidepressants, hybrid cars, to name just a few—while the prices of standard goods and services have declined, adjusted for inflation. Health care costs more, but Americans live almost fifteen years longer than they did in 1950 on average, largely due to new drugs and new medical equipment.

Companies have also become far more efficient and the stock market has surged. In 1975, the Dow Jones Industrial Average hovered close to 600. It had not advanced very far in years. By late 2006, it hit 12,000. Moreover, since the early 1980s inflation has been well under control.

These successes have been replicated elsewhere. American capitalism won the contest with communism and has now spread almost everywhere in the world. Most nations have become part of a single integrated system of global capitalism. Eastern Europe has been absorbed into a capitalist Europe and Russia is becoming a capitalist power. China, although officially still communist, has become a hotbed of global capitalism.

All this is a triumph, by almost anyone’s definition.

Some observers rightly point out that these gains have been accompanied by widening inequalities of income and wealth. The gains have also accompanied other problems such as heightened job insecurity, and environmental hazards such as global warming. Strictly speaking, though, these are not failings of capitalism. Capitalism’s role is to enlarge the economic pie. How the slices are divided and whether they are applied to private goods like personal computers or public goods like clean air is up to society to decide. This is the role we assign to democracy.

Democracy means more than a process of free and fair elections. Democracy, in my view, is a system for accomplishing what can only be achieved by citizens joining together with other citizens—to determine the rules of the game whose outcomes express the common good. The rules of course can affect how fast the economy grows: At the extreme, a rule that divided the pie into equal slices would squelch personal incentives to save, invest, and innovate. Another rule might do more to spur economic growth. Democracy is supposed to enable us to make such tradeoffs, or help us achieve both growth and equity or any other goals we share in common.

Yet democracy is struggling to perform these basic functions. As inequality has widened, the means America once used to temper it—progressive income taxes, good public schools, trade unions that bargain for higher wages—have eroded. As the risks of sudden loss of job or income have grown, the social safety net has become less reliable. More of us lack health insurance. As a nation, we seem incapable of doing what is required of us to reduce climate change. Many Americans are also concerned about the crassness and coarseness of much of contemporary culture, and about the loss of Main Streets and their surrounding communities. In all these respects, democracy has been unable to take effective action, or even articulate the tradeoffs and sacrifices doing so would entail.

Capitalism has become more responsive to what we want as individual purchasers of goods, but democracy has grown less responsive to what we want together as citizens. Surveys suggest a growing sense of powerlessness. While in 1964 only 36 percent of Americans felt “public officials don’t care much what people like me think,” by 2000 that sentiment was shared by more than 60 percent. In 1964, almost two-thirds of Americans believed government was run for the benefit of all and only 29 percent said it was “run by a few big interests looking out only for themselves.” But by 2000, the ratio was almost reversed: Only 35 percent believed government was run for the benefit of all, while more than 60 percent thought it was run by a few big interests.2

Why has capitalism become so triumphant and democracy so enfeebled? Are these two trends connected? What, if anything, can be done to strengthen democracy?

         

THE DANGER of summarizing my argument in advance is oversimplification, yet I want to give you a basic sense of it. The last several decades have involved a shift of power away from us in our capacities as citizens and toward us as consumers and investors.

America emerged victorious from World War II, already having survived the Great Depression, with both its economy and its democracy in good working order. Then it experienced unprecedented prosperity, widely shared. It was not quite a golden age—women and minorities were still relegated to second-class citizenship, and communist witch hunts scarred politics—yet every income group and social class gained ground, inequality of income and wealth declined, and a far larger middle class emerged. Larger middle classes also emerged, after some lag time, in Europe and Japan. Most Americans professed high levels of confidence in American democracy, as they filled their newly acquired homes with dishwashers, refrigerators, television sets, and stereo systems, and their driveways with Fords, Chevrolets, or Plymouths. The two systems—capitalism and democracy—seemed to be working in such remarkable tandem that they came to be seen as one system, the American system of democratic capitalism, which was to be a model to the world and history’s alternative to Soviet communism.

The system for producing goods and services was far more predictable and stable than it is today, and more concentrated in a relatively few large firms, like the big three automakers (GM, Ford, and Chrysler). In order to reap the vast economies of large scale, the huge companies needed predictability and stability, and minimal competition. They also needed the willing cooperation of blue-collar workers because strikes or work stoppages would interrupt the smooth flows of production on which they depended. So the companies agreed to give their workers, organized by industry, a higher share of the profits. These giant companies played such large and conspicuous roles in the economy that they also needed the support of the public. So they negotiated with government over how the additional benefits of economic growth would be distributed, while also protecting jobs, communities, and, eventually, the environment. Some of these deals were struck within regulatory agencies, some within legislatures, some through the mediation of CEOs who played the roles of “corporate statesmen.” The result was an expression—however indirect and approximate—of what was then understood as the common good.

The tradeoff for this relatively stable and equitable system was a very limited range of choice for consumers and investors. Better deals could be found only with great difficulty. Major product innovations were rare. Fins grew longer, grilles more ornate, and chrome more expansive in automobiles, but the underlying technology did not undergo major alteration. My father stuck with Plymouths, but he admitted the choice didn’t much matter. Investors also tended toward passivity, rarely moving their money. There was little point because almost all investments offered about the same moderate returns. The Dow Jones Industrial Average plodded along.

Since the 1970s, this has all changed radically. Large firms became far more competitive, global, and innovative. Something I call supercapitalism was born. In this transformation, we in our capacities as consumers and investors have done significantly better. In our capacities as citizens seeking the common good, however, we have lost ground. The shift began when technologies developed by government to fight the Cold War were incorporated into new products and services. This created possibilities for new competitors, beginning in transportation, communications, manufacturing, and finance. These cracked open the stable production system and, starting in the late 1970s and escalating thereafter, forced all companies to compete more intensively for customers and investors. Consumer power became aggregated and enlarged by mass retailers like Wal-Mart that used the collective bargaining clout of millions of consumers to get great deals from suppliers. Investor power became aggregated and enlarged by large pension funds and mutual funds, which pushed companies to generate higher returns.

As a result, consumers and investors had access to more choices and better deals. But the institutions that had negotiated to spread the wealth and protect what citizens valued in common began to disappear. Giant firms that dominated entire industries retreated, and labor unions shrank. Regulatory agencies faded. CEOs could no longer be corporate statesmen. And as the intensifying competition among companies spilled over into politics, elected officials became less concerned about the Main Streets and communities in their districts and more concerned with attracting money for their campaigns. Lobbyists swarmed over Washington and other capital cities seeking laws and rules that would give them a competitive advantage (or avoid competitive disadvantage) relative to their rivals, wielding greater and greater influence over decision making. Thus did supercapitalism replace democratic capitalism.

To understand what has happened, and what can be done to make democracy function properly once more, requires a detailed inquiry into the changing structure of the political economy. I offer this in the coming chapters.

Along the way, several puzzles will be unraveled: Why, for example, CEO pay has soared into the stratosphere and what prevented it from soaring before. Why inflation has become less of a threat than it was three or four decades ago. And why antitrust laws are less important today as a means of restraining economic power than they were previously. I’ll also explain why there are so many more corporate lobbyists and lawyers in Washington, D.C., than there were three decades ago, when there would seem to be less reason for them now (after all, discretionary government spending is lower as a portion of the national economy than it was then, there are proportionately fewer regulations, and organized labor’s power in Washington is a pale shadow of its former self ). Why politicians demand that companies be patriotic and put America before other nations, even though companies are less and less able to play national favorites if they want to compete successfully. And why a bigger and bigger fuss is being made over corporate philanthropy when corporations were never set up to be charitable institutions and are less able to operate in that sphere now.

I’ll also account for some hypocrisies: How someone can fret about the decline in hourly wages and simultaneously hunt for the best deal from China or India, which is often at the expense of an American’s wages or even job. How someone can lament the decline of independent retailers on Main Street while at the same time do most of their shopping at big-box retailers and online. Why a person who is deeply concerned about global warming might nonetheless buy an SUV. And why politicians like to publicly excoriate CEOs (oil company executives who enjoy ballooning profits, tobacco company CEOs who encourage smoking, high-tech executives who trample on human rights in China) but then enact no laws making what they did illegal.

Finally, I will come to some conclusions you may find surprising—among them, why the move toward improved corporate governance makes companies less likely to be socially responsible. Why the promise of corporate democracy is illusory. Why the corporate income tax should be abolished. Why companies should not be held criminally liable. And why shareholders should be protected from having their money used by corporations for political purposes without their consent.

My primary focus in this book is America, although the changes that have occurred here have spawned similar changes elsewhere. People around the globe are more able to pursue their own desires and profit from their investments with increasing fervor. Yet despite the satisfaction they feel as consumers and investors, many are frustrated in their capacities as citizens. Their democracies, too, are finding it more and more difficult to articulate and act upon the common good. Voter surveys in Britain, Italy, Spain, Belgium, the Netherlands, Norway, Sweden, Ireland, and Japan show citizens who have grown to feel almost as disempowered as Americans.3

Capitalism is almost certainly a precondition for democracy, as Milton Friedman argued. Democracy requires private centers of economic power independent of a central authority; otherwise, people can’t dissent from official orthodoxy and also feed their families. Yet as we’ve seen over the past several decades, particularly in Southeast Asia, democracy may not be essential to capitalism. China, the world’s second largest capitalist nation after the United States, whose economy will surpass America’s in some twenty years at current rates of growth, has embraced market freedom but not political freedom. China’s market freedom does seem essential to its capitalist success; unless people there can own their property and exchange it without worrying that the central authority will confiscate their goods, they have no incentive to save and invest. And only if they’re confident the capitalist game isn’t rigged against them are they willing to play it to the best of their abilities. But political freedom may not be essential. Some observers believe China will move toward democratic capitalism, eventually. Others think China represents a new kind of system that might be termed authoritarian capitalism.4

Many more nations today call themselves “democracies” than did thirty years ago. Former Soviet Eastern European satellites have become independent democracies. Russia views itself as a democracy. Many former colonial nations in Africa and Asia have emerged as democracies. Latin America has embraced democracy. Three decades ago, about a third of the world’s nations held free elections; today that number is closer to two-thirds. In the 1970s, fewer than fifty countries possessed the sort of civil liberties we associate with democracy; by the end of the twentieth century, nearly ninety did.5

That’s surely cause for optimism, until you look more closely. Many of these places are democracies in name only. They are encumbered by the same problems that have hobbled American democracy in recent years, only to a greater degree—endemic corruption, political dominance by small elites, or one-party rule. None is coping effectively with supercapitalism’s negative side effects.

         

MY ACCOUNT is at odds with several established views. Some observers attribute the triumph of capitalism and the weakening of democracy to the rise of global corporations powerful enough to play nations off against one another and buy off politicians in order to enhance the wealth of their owners. But, in fact, large corporations have less economic power now than they had three decades ago. Then, for example, the United States harbored three giant auto companies that informally coordinated prices and investments. Now at least six major companies produce cars in the United States, and competition among them is fierce. Three decades ago there were only three major television networks, one giant telephone company, and a handful of movie and recording studios. Today, thousands of businesses compete intensely within a large and amorphous space where telecommunications, high-tech, and entertainment overlap. Three decades ago, most people put their savings into banks, and had access to only two or three of them within their own towns or cities. Today, thousands of financial institutions—including mutual funds and pension funds—compete for people’s savings. Look almost anywhere in today’s economy and you find the typical company has less market power than the typical company of three decades ago.

To be sure, some corporations are very large and many have global reach. But companies of all sizes are competing more vigorously than before. The world economy contains far fewer oligopolies than it did decades ago, and almost no monopolies apart from those created or maintained by government. The power and the impetus that once came from the giant corporation—the planning and execution of large-scale production—are gone.

As for politicians, they have not grown noticeably more corrupt, rapacious, or otherwise irresponsible than they were three decades ago. Politics has no more rotten apples than most occupations, although other occupations are typically spared the rotten headlines. In recent decades, however, politicians have been subjected to a great deal more lobbying than before, and the need for money to finance their campaigns has grown. For this reason, their behavior has changed. The immense increase in lobbying and campaign money, however, is not due to any increase in the market power of any individual corporations; as I will show, it stems, paradoxically, from a decrease in their market power.

Others want to credit or blame Ronald Reagan, Margaret Thatcher, or the predominance of conservative leaders in general over the last several decades. Politicians are important, but they cannot effectuate economic and social change unless the preconditions for change already exist, or unless extraordinary circumstances allow it. By the time Reagan came to power, the economy had already started to shift. Deregulation, for example, unleashed many of America’s industries before Reagan took office. Small, profitable airlines, banks, and high-tech companies had already gained a competitive foothold and were intent on bringing down regulatory barriers. The percentage of American workers belonging to labor unions was already declining. And the number of business lobbyists in Washington, D.C., had already begun rising; indeed, the number escalated sharply during the Democratic administration of Bill Clinton.

A final theory is that America, followed by much of the rest of the world, became captivated in recent decades by a certain set of ideas about how societies should be organized. Variously dubbed “neoliberalism,” “neoclassical economics,” “neoconservatism,” or “the Washington consensus,” these precepts included free trade, deregulation, privatization, and, in general, more reliance on markets than on government and more concern for efficiency than equity. That these ideas emerged from academics based in universities may suggest why those who give them most credit for altering the world over the last thirty years are usually themselves academics who harbor a generous view of the impact of academic ideas. It is true that policy makers occasionally pay attention to those in the academy, as did Pinochet when he took Friedman’s advice. “Madmen in authority, who hear voices in the air,” wrote the economist John Maynard Keynes, “are distilling their frenzy from some academic scribbler of a few years back.”6 But the particular academic scribblings at issue here had been around in much the same form since Adam Smith divined them in the eighteenth century. Most likely they suddenly gained prominence in the last decades of the twentieth century, in the United States and elsewhere, because they offered a convenient justification for the shift already under way. They did not cause the shift; at most, they legitimized it.

Stories about heroic or villainous CEOs and financiers, brilliant or corrupt politicians, or diabolically powerful merchants of ideas, however gratifying they may be, should be surrendered to reality. Although a few of these figures have been especially insightful or particularly unscrupulous, in terms of the big picture their deeds are almost completely beside the point. The changes at issue here are structural, not personal. Similar assumptions about immoral and economically powerful corporations conspiring against the public also need to be abandoned because they are too simplistic. Companies are neither moral nor immoral. Any such explanation is a convenient diversion, assigns credit or blame incorrectly, and thereby imperils meaningful reform of capitalism and democracy.

The fact is, most of us are consumers and investors, and as such are benefiting enormously from supercapitalism. Wal-Mart, for example, has caused prices on a wide range of items to be lower than they’d be otherwise, to the benefit of its customers. In turn, Wal-Mart’s success has redounded to the benefit of its investors. But most of us are also citizens who have ideas about fair play. And in this respect many of us are appalled at Wal-Mart’s low pay and elusive benefits, its power to force suppliers to slash their own pay and benefits and to outsource abroad, and its decimating effects on Main Streets.

Yet the executives of Wal-Mart or any other large company are not brutally insensitive or ruthlessly greedy. They are doing what they’re supposed to do, according to the current rules of the game—giving their customers good deals and thereby maximizing the returns to their investors. Just like players in any game, they are doing whatever is necessary to win. But just as all games require rules to define fair play, the economy relies on government to set the economic ground rules. If the government wanted to do something about the means Wal-Mart employs, it could change the current rules. In theory, it could enact laws to make it easier for all employees to unionize, require all large companies to provide their employees with health insurance and pensions, enact zoning regulations to protect Main Street retailers from the predations of big-box retailers, and raise the minimum wage high enough to give all working people a true “living” wage. All such measures would have the likely effect of causing Wal-Mart and other large companies across the board to raise their prices and reduce returns to investors.

Personally, I’d be willing to sacrifice some of the benefits I get as a consumer and investor in order to achieve these social ends—as long as I knew everyone else was, too. Yet how to create new rules of the game? The market is adept at catering to us as consumers and investors, but democracy has become less responsive to us in our roles as citizens seeking to make the rules of the game fairer. That’s mainly because, as I will show in these pages, supercapitalism has spilled over into politics. The money Wal-Mart and other companies are pouring into Washington and every other major capital gets in the way.

The answer, I believe, is not to try to push companies to be more “socially responsible.” Condemning Wal-Mart for not giving its employees better pay and health benefits may be emotionally gratifying but has little to do with the forces that have impelled Wal-Mart to keep wages and benefits low and bestow good deals on Wal-Mart’s customers and investors. Wal-Mart, like every other capitalist player, is, as I have emphasized, following the current rules of the game. But we should make the rules—rules that reflect our values as citizens as well as our values as consumers and investors.

         

THE STORY I will tell is not technologically or economically deterministic. Our future is still very much in our hands. But to make the best choices we need to fully understand our past and present, and forsake mythic thinking. There is no prospect of returning to American democratic capitalism of the 1950s and 1960s—nor should we want to—but it is certainly possible to shape the future in ways that better serve our goals and interests as citizens.

The first and most important step is to have a clear understanding of the appropriate boundary between capitalism and democracy—between the economic game, and how its rules are set—so that the boundary can be better defended. Companies are not citizens. They are bundles of contracts. The purpose of companies is to play the economic game as aggressively as possible. The challenge for us as citizens is to stop them from setting the rules. Keeping supercapitalism from spilling over into democracy is the only constructive agenda for change. All else, as I shall make clear, is frolic and detour.




CHAPTER ONE

THE NOT QUITE GOLDEN AGE

ROUGHLY BETWEEN 1945 and 1975, America struck a remarkable accommodation between capitalism and democracy. It combined a hugely productive economic system with a broadly responsive and widely admired political system. America in those years achieved its highest degree of income equality (since measurements have been available). It generated a larger proportion of good-paying jobs than before or since, and more economic security than ever for more of its people. Perhaps not coincidentally, in those years Americans also expressed high confidence in democracy and trust in government, both of which sharply declined in subsequent years.1 That singular success and that powerful promise extended the moral authority of the American system throughout the world. In contrast to Soviet communism, America became an exemplar of both political freedom and suburban middle-class affluence.

The economy was based on mass production. Mass production was profitable because a large middle class had enough money to purchase what could be mass-produced. The middle class had the money because the profits from mass production were divided up between the giant corporations and their suppliers, retailers, and employees. The bargaining power of these latter groups was enhanced and enforced by government action. Almost a third of the workforce belonged to a labor union. Economic benefits were also spread across the nation—to farmers, veterans, smaller towns, and small businesses—through regulation (of railroads, telephones, utilities, and energy supplies) and subsidy (price supports, highways, federal loans). Thus did democracy offset the economic power of large-scale production and widely disperse its benefits.

But it was not quite a golden age. Women and minorities still struggled for political equality and economic opportunity. Much of the nation’s poverty was hidden away in rural hollows or black ghettos. Foreign policy, ostensibly shaped by the perceived threat of Soviet communism, all too frequently pandered to the needs of large American firms for cheap resources abroad, such as bananas, tin, and oil. Civil liberties were imperiled during Senator Joe McCarthy’s anti-communist witch hunt. Much of American life was monotonous, conformist, and deadly dull. And yet for all its shortcomings, democratic capitalism seemed to be working remarkably well, and on the way to working even better.

In order to understand what happened to the Not Quite Golden Age, we first need to understand how it came about.

1

THE EVOLUTION began as the nineteenth century ended, when large corporations posed a profound challenge to American democracy. They brought a new level of prosperity to the nation but also sweatshops, child labor, and unsafe working conditions, and they monopolized whole industries. The unprecedented economic power of these giant companies made them politically unaccountable. America groped for a way to respond.

It started with outsized personalities whose footprints are still visible—J. P. Morgan, a banker’s son who sold stocks for the railroads, engineered a huge rail combination, and became a wealthy financier (J. P. Morgan and Sons, which evolved into today’s Morgan Stanley); Andrew Carnegie, who began as a telephone clerk, rose to the presidency of the Pennsylvania Railroad, and then made a fortune as a steel magnate (Carnegie Steel); John D. Rockefeller, who started as a bookkeeper in Cleveland, bought his first oil refinery in 1862, cornered the oil market in the 1890s with his Standard Oil Company (whose descendant is ExxonMobil), and then moved into coal, iron, shipping, copper, and banking (Chase Manhattan); and, subsequently, Henry Ford.

With these men and others like them flowed a stream of new inventions—steam engines, railway locomotives, the telegraph, electric turbines, internal combustion engines, and iron and steel machinery with interchangeable parts—that allowed all sorts of things to be made and shipped in very large volume. Costs could be spread over so many units that each single one was cheap to produce. Procter & Gamble devised a new machine for mass-producing Ivory soap. Diamond Match used a machine that made and boxed matches by the billions. A cigarette-making machine invented in 1881 was so productive that just fifteen of them satisfied America’s annual demand for cigarettes. Standard Oil, American Sugar Refining, International Harvester, and Carnegie Steel, among others, gained unprecedented efficiencies through giant furnaces, whirling centrifuges, converters, and rolling and finishing equipment.

Productivity surged. While the typical American worker in the early 1800s had produced a tiny. 3 percent more each year (seeding and harvesting crops, logging, fishing, or applying his craft with hand tools), by the last decades of the century his productivity was rising at six times that rate.2 Output also exploded. Iron production doubled in just a few years; steel production multiplied twenty-fold.3 Railroad and telegraph networks expanded in tandem. Fast, regular, and reliable transportation and communication brought raw materials from far corners of the country into factories and sent finished goods out to wholesalers and retailers all over the nation.

An economic revolution on this scale inevitably had large social consequence. Supply outran demand, leading to a severe depression that jolted much of Europe and America in 1873. Another depression in the summer of 1893 impoverished thousands of farmers, closed banks, and left more than a quarter of America’s unskilled urban workforce unemployed. A growing chorus of socialists in Europe and America proclaimed the imminent collapse of capitalism. A swelling cadre of western populists in deepening debt to eastern bankers demanded that currencies be converted from gold to silver. With silver far more abundant than gold, this would inflate currency values and thereby shrink the debts. Manufacturers on both sides of the Atlantic wanted higher tariffs to protect themselves from foreign imports. (Only Britain, whose advanced manufacturers were the primary beneficiaries of free trade, declined to raise its tariffs, resulting in what were seen there as German and American “economic invasions.”)4

Hundreds of thousands of people moved from farms to factories. In 1870, fewer than 8 percent of America’s adult population worked in a mill and only one in five lived in a place with 8,000 or more inhabitants; a half century later, almost a third were in factories and almost a half lived in cities. During this tumultuous span of time, New York City’s population swelled fourfold; Chicago became ten times its former size. In the 1870s, 280,000 immigrants entered the United States each year. In the 1880s, 5.5 million came; in the 1890s, another 4 million. By the first decade of the twentieth century, the flow of immigrants, most of them destitute when they arrived, rose to a million a year. According to a 1908 government study, almost three-fifths of the wage earners in principal branches of American industry had been born abroad.5 Immigrants then constituted a higher percentage of the total American workforce than they would a hundred years hence.

As America and every other manufacturing nation began scouring more backward regions of the globe for potential markets, the term “imperialism” entered common speech. Teddy Roosevelt asserted America’s imperial destiny in Latin America. “Territorial expansion,” explained an official of the United States State Department in 1900, “is but the by-product of the expansion of commerce.”6 Britain and Germany equated their economic prowess with their nations’ global spheres of influence. The British economist J. A. Hobson dourly predicted the logical endpoint of such competition: Businessmen, he warned, opt for war when they have exhausted their home markets. Like John Maynard Keynes three decades later, Hobson urged instead that advanced nations increase their domestic markets by making more of their citizens rich enough to buy domestically produced goods. “If apportionment of incomes were such as to evoke no excessive saving, full constant employment for capital and labor would be furnished at home.”7 But the world war Hobson feared would occur before enough citizens had the wherewithal to buy a substantial portion of what they produced.

In the first decades of the twentieth century, productivity again surged. Sweatshops and mills were replaced by large manufacturing plants, inspired by Frederick Winslow Taylor’s new theories of “scientific management,” which broke down every factory job into highly specialized and repetitive steps. Henry Ford’s assembly line became the model. Not only could workers positioned along the line produce more cars in a shorter time but production could be concentrated in a few giant factories and materials could be bought in bulk at great savings. In 1909, Ford produced 10,607 cars; in 1913, 168,000; the following year, 248,000. By the beginning of World War I, much of American industry had consolidated into giant firms whose names became almost synonymous with America—Ford Motor, U.S. Steel, American Telephone & Telegraph, United States Rubber, National Biscuit, American Can, the Aluminum Company of America, General Electric, General Motors, and Rockefeller’s Standard Oil.

The size of such enterprises became an almost impregnable barrier for smaller firms that might wish to enter the market. They dominated the American, and much of the world’s, economy for most of the twentieth century. Of the Fortune 500 largest corporations in 1994, more than half were founded between 1880 and 1930.8 A far smaller portion were founded during the long stable period between 1945 and 1975, an important fact to bear in mind as the story unfolds.


A SAMPLING OF 1994 FORTUNE 500 COMPANIES



FOUNDED IN THE 1880S (53 IN ALL)



Eastman Kodak

Johnson & Johnson

Coca-Cola

Westinghouse

Sears Roebuck (R. W. Sears Watch Company)

Avon Products (California Perfume Company)

Hershey Foods (Lancaster Caramel Company)

Chiquita Brands International (Boston Fruit Company)

1890S (39 IN ALL)



General Electric

Knight-Ridder (Ridder Publications)

Ralston Purina (Robinson Danforth Company)

Reebok International (J. W. Foster and Sons)

Harris Corporation (Harris Automatic Press Company)

Pepsico

Goodyear Tire and Rubber

1900S (52 IN ALL)



Weyerhaeuser

USX (United States Steel)

Ford Motor

Gillette (American Safety Razor Company)

Minnesota Mining and Manufacturing

UPS (American Messenger Company)

General Motors

McGraw-Hill

1910S (45 IN ALL)



Black & Decker

IBM (Computing-Tabulating Recording Company)

Merrill Lynch

Safeway (Skaggs United Stores)

Boeing (Pacific Aero Products)

Cummins Engine

Reynolds Metals

1920S (58 IN ALL)



Chrysler

Time Warner

Marriott Corporation

Delta Air Lines (Huff Daland)

Ace Hardware

Walt Disney

Northwest Airlines

Fruit of the Loom (Union Underwear Company)9

2

BY THE FIRST decades of the twentieth century, capitalism seemed on its way to a stunning triumph. But its social consequences—urban squalor, measly wages and long hours for factory workers, child labor, widening inequality, the decline or abandonment of smaller towns and cities—distressed many people. Democracy seemed incapable of responding. The size and economic importance of giant corporations made them politically powerful and thus almost immune to any demand the public might make of them. American democracy had no experience dealing with anything on the scale of industrial capitalism. Democracy had been incubated in communities of the sort Thomas Jefferson had envisioned—in towns, villages, and small cities where the votes of average people (all of them white men) seemed to count—rather than the massively industrial and urbanized nation America was becoming. Voters felt powerless to affect these industrial titans.

The captains of industry did not exactly distinguish themselves as publicly spirited. A few, like Carnegie and John D. Rockefeller, established noted charities, but most echoed the sentiments of William H. Vanderbilt, the railroad tycoon, who, when asked by a reporter for the New York Times about keeping open the New York to New Haven line on the assumption that it was run for the public benefit, responded famously, “The public be damned.” Vanderbilt proceeded to give the reporter a short lecture on capitalism. “I don’t take stock in this silly nonsense about working for anybody’s good but our own because we are not. Railroads are not run on sentiment, but on business principles, and to pay.”10

The railroads and the rest of America’s industrial colossus indeed existed to make profits. The public would benefit to the extent that the lure of profits caused owners to invest more money, create more jobs, and provide better products and services. But Vanderbilt left out a critical point. Because of the businesses’ vast scale and the ruthless tactics he and others used to achieve that scale, these firms dominated their markets. Their ongoing strategy was to subdue all competition, which would allow them to charge the public high prices and do almost whatever else they pleased. In short, they were unaccountable.

The public was appalled; the unaccountable power of large corporations seemed inconsistent with democracy. The issue became a well-worn political theme for decades. Teddy Roosevelt decried the giant companies as “malefactors of great wealth.” Woodrow Wilson fulminated against them. “The masters of the government of the United States are the combined capitalists and manufacturers of the United States,” he thundered during the 1912 presidential campaign. “The government of the United States at present is a foster-child of the special interests.”11 Franklin D. Roosevelt sounded a similar note in 1936 when he blamed the nation’s economic woes on “economic royalists” sitting atop giant corporations who fixed prices and thwarted competition.12

The question of corporate accountability was raised everywhere capitalism surged forward, and it preoccupied much of the industrializing world. German economist and politician Gustav Stolper, writing in the late 1930s, noted that “[t]he trend of modern industrialization has been determined in all countries by two conflicting tendencies: the one toward liberation of the individual from ties and codes inherited from the Middle Ages and the mercantilist era; the other toward integration on a more or less monopolistic basis.”13

The challenge was how to ensure that capitalism served the people. Some supposed answers came from Europe and Russia. One was state ownership of monopolies and the largest enterprises—socialism, as it was called. A more radical one was found in communism—common ownership of all “means of production,” in Karl Marx’s words. A third was to turn large corporations into extensions of government and to centralize government authority in one person; hence, fascism. All were tried. All ultimately failed.14

America flirted briefly with socialism but the flirtation was never consummated. At its height, just before World War I, America’s Socialist Party had 100,000 members and 1,200 officeholders in 340 towns and cities—still far smaller than the Democratic Party or the Republican Party, but large enough to gain national visibility. Half a million people subscribed to its newspaper. In 1914, the biggest socialist stronghold was Oklahoma, with 12,000 dues-paying members and over 100 socialists in elected offices. The movement died, however—socialism’s aims seemed too vague; its international ideals inconsistent with the fierce nationalism unleashed by World War I; its methods too threatening to American individualism.

The nation chose a combination of more pragmatic techniques. One was to break up conspicuously large monopolies into smaller, more competitive units. The Sherman Act of 1890 was the nation’s first antitrust law. Both Standard Oil and American Tobacco were disassembled by Supreme Court decree. Other targets of antitrust prosecution in subsequent decades were U.S. Steel, International Harvester, General Electric, and AT&T—although antitrust proved a clumsy weapon. “Monopolization” was difficult to prove. Judges were reluctant to bust up well-established businesses. More to the point, industrial giants could not be dismembered without sacrificing the efficiencies of large-scale production. Antitrust began as a political movement and ended as a technical legal specialty.15

Another idea emerged. In 1909, Herbert Croly, a young political philosopher and journalist, argued in his best-selling book The Promise of American Life that the large American corporation should not be broken up but should be regulated in the public interest. “The constructive idea behind a policy of the recognition of the semi-monopolistic corporation is, of course, the idea that they can be converted into economic agents…unequivocally for the national economic interest,” he wrote. National regulation would preserve the efficiencies of large scale and “convert [the corporation] to the service of a national democratic economic system.”16

It was to be a unique blending of capitalism and democracy. Independent regulatory agencies, headed by commissioners appointed to their positions by governors or presidents, would set rates and limit the number of competitors. That would assure companies a steady flow of profits and customers a steady price. Commissioners would also set industry standards—including ensuring railroad service to small towns and cities—and otherwise define the “public interest” industries had to meet.

Few rewards are more comforting to a chief executive than a guaranteed stream of profits. The executives of many large corporations publicly objected to regulation but quietly welcomed government’s help in preventing price cutting and keeping out potential rivals. The model was the Interstate Commerce Commission (ICC), established in 1887 to standardize railroad rates and in so doing secure the railroads healthy profits. Utility tycoon Samuel Insull urged state legislatures to treat electric power companies as regulated monopolies, too, arguing that competition subjected the public to much uncertainty. When AT&T’s share of the telephone market began to drop, its president, Theodore Vail, launched a campaign for his company to become a state-regulated monopoly as well, saying it would give Americans cheaper and more reliable service. In 1914, Woodrow Wilson set up the Federal Trade Commission to prevent “unfair” methods of competition, which sometimes meant unfairly low prices that might undermine some companies’ profits.

By the middle of the twentieth century, around 15 percent of the nation’s economy was directly regulated—the Civil Aeronautics Board setting airline rates and routes; the ICC overseeing railroads, trucks, and barges; the Federal Communications Commission in charge of telephone, radio, and the nascent television industry; the Federal Power Commission watching over natural gas pipelines, hydroelectric power, and nuclear energy; the Securities and Exchange Commission, over banking and finance; the Farm Bureau of the Department of Agriculture, agribusiness; the Federal Maritime Commission, shipping. Companies so regulated had significant influence over their regulators, to be sure. Political scientists subsequently spoke of regulatory “capture” by the regulated. All such regulation reduced competition and thereby imposed higher prices on consumers than otherwise. But only the confirmed cynic would say regulators turned a blind eye to the public’s broader interests. Regulation stabilized industry, maintained jobs and wages, and protected the economic bases of communities where regulated industries were headquartered or did business. It also sought to weigh industry’s need for profits against the public’s need for safe, fair, and reliable service.

For the other 85 percent, a less formal blend of capitalism and democracy involved voluntary industry associations and boards that worked closely with government agencies to set uniform industry standards. None dared call it “planning,” with that word’s nefarious whiff of socialism. It was simply another means by which the largest firms in each industry coordinated prices, kept out rivals, and, on occasion, collected government checks. Many of these associations were formed in World War I. They continued, in various guises, for decades. A War Finance Board in World War I underwrote bank loans to war industries. It became the precedent for Herbert Hoover’s Reconstruction Finance Corporation in 1932, and for various schemes of government-backed loans and loan guarantees that continued through the New Deal, the Chrysler bailout of 1979, the savings and loan bailout of 1989, and even the airlines bailout of 2001. Similarly, a War Industries Board during World War I (which one participant called the “town meeting of American industry”) morphed after the war into various trade associations and boards, which Herbert Hoover coordinated when secretary of commerce, and then into FDR’s National Recovery Administration.

The NRA took industrial planning to a new level of explicitness. Every major industry was to establish codes of fair dealing, including prices and wages. The same business leaders who condemned socialism and communism were delighted. The Great Depression had left them with far more capacity than customers, resulting in a downward plunge in prices. The NRA offered a way to limit industry-wide capacity and stop the price cutting. The United States Chamber of Commerce enthused that the NRA was a “Magna Carta of industry and labor.” Henry I. Harriman, its president, baldly stated that the free market “must be replaced by a philosophy of planned national economy,”17 and that the NRA would allow industries to rid themselves of the “industrial buccaneer” and the “unscrupulous price-cutter.”18 By enabling each industry to set prices and wages, the NRA codes guaranteed a fair return to both capital and labor. Harriman waxed enthusiastic:


We must take out of competition the right to cut wages to a point which will not sustain an American standard of living, and we must recognize that capital is entitled to a fair and reasonable return…that…goods must be sold at a price which will enable the manufacturer to pay a fair price for his raw material, to pay fair wages to his men, and to pay a fair dividend on his investment.19


The National Association of Manufacturers, no less enthusiastic, devised a model code for controlling prices and output, and offered it to all trade associations. While Europeans set up cartels and fussed with democratic socialism, America went right to the heart of the matter—creating democratic capitalism as a planned economy, run by business.

The NRA didn’t make it past the Supreme Court, but trade associations continued to find ways to limit output and maintain prices, until World War II boosted demand so much that the nation’s challenge was to keep prices down rather than buoy them up. Even under these more benign circumstances, the associations lived on. They advised the War Production Board and the Office of Price Administration, and in the 1950 s and 1960 s morphed into industry committees within the departments of Commerce, Interior, and Defense.

A final idea for reconciling democracy with large-scale capitalism was never realized but often discussed during the first half of the twentieth century, and it framed the way many Americans thought democratic capitalism would evolve. It was to make corporations themselves democratic. As early as 1914, the popular columnist and public philosopher Walter Lippmann called on America’s corporate executives to be stewards of the entire nation. “The men connected with [the large corporation] cannot escape the fact that they are expected to act increasingly like public officials…. Big businessmen who are at all intelligent recognize this. They are talking more and more about their ‘responsibilities,’ and their ‘stewardship.’”20 In 1932, Adolf A. Berle and Gardiner C. Means, lawyer and economics professor, respectively, published The Modern Corporation and Private Property, a highly influential study revealing that top executives of America’s giant companies were not even accountable to their own shareholders but operated the companies “in their own interest, and…divert[ed] a portion of the asset fund to their own uses.”21 The only solution, concluded Berle and Means, was to enlarge the power of all groups within the nation who were affected by the large corporation, including employees and consumers. They envisioned the corporate executive of the future as a professional administrator, dispassionately weighing the claims of investors, employees, consumers, and citizens, and allocating benefits accordingly. “[I]t seems almost essential if the corporate system is to survive—that the ‘control’ of the great corporations should develop into a purely neutral technocracy, balancing a variety of claims by various groups in the community and assigning each a portion of the income stream on the basis of public policy rather than private cupidity.”22

In the postwar years, as we shall see shortly, the top executives of America’s largest corporations would indeed see themselves as “corporate statesmen,” responsible for balancing the claims of stockholders, employees, and the American public. The public would come to share this view.

3

ANY LINGERING DOUBTS about the compatibility of democracy with large-scale capitalism were erased by explosive prosperity in the 1950s, and the obvious fact of its being widely shared. David Lilienthal, a New Deal planner, rhapsodized over the giant American corporation in his popular 1953 book, Big Business: A New Era: “Our productive and distributive superiority, our economic fruitfulness, rest upon Bigness.”23 Fortune magazine, reporting on a 1953 public opinion survey that showed the vast majority of Americans approved of big business, concluded with its customary effusiveness that “the huge publicly owned corporation…has become the most important phenomenon of mid-century capitalism. Corporate bigness is coming to be accepted as an integral part of a big economy. Whatever attacks may be made against them in theory, the large corporations have met the test of delivering the goods.”24

They met the test only because government spending on an unprecedented scale had pulled the nation out of the Depression and pushed companies to what before had seemed unimaginable feats of production. Now, at war’s end, as government spending dropped, consumer spending kicked in. Millions of returning GIs swarmed back to set up families, get additional education (paid for by the government), and buy homes (with government-subsidized loans). In 1950, young families were moving into new houses at an unprecedented rate of four thousand a day, filling them with clothes dryers, electric skillets, air-conditioners, washing machines, baby carriages, and refrigerators—and at least one car in every driveway. Auto ownership surged from 10 million in 1949 to 24 million in 1957. William J. Levitt bought hundreds of acres of Long Island potato fields and constructed a thousand homes from scratch, using a factory system that kept costs so low that the houses were priced at less than $10,000—$1,000 down and $70 a month—for three bedrooms, a wood-burning fireplace, a kitchen with stove and fridge, and a landscaped lot seventy-five feet by one hundred feet. In Levittown and elsewhere across America, young families stormed to the suburbs.

Many other nations had succumbed to tyranny in the preceding decades. In America, democracy had prevailed, and the nation congratulated itself on the strength and durability of its system. Large-scale mass production was creating a large and stable middle class that was the bulwark of democracy. Here, finally, was the society J. A. Hobson had wished for a half century before, in which prosperity was so widely shared that the abundant fruits of mass production could find their market at home. Americans took it as their patriotic duty to consume. According to the chairman of President Dwight D. Eisenhower’s Council of Economic Advisers, the “ultimate purpose” of the American economy was “to produce more consumer goods.”25 It was well understood that the ultimate purpose of American democracy was to create a better standard of living for more and more Americans.

Large scale meant even fewer large players, but the contented public was no longer especially concerned about corporate economic power. Charles Erwin “Engine Charlie” Wilson, president of General Motors when Eisenhower tapped him to become secretary of defense in 1953, voiced at his Senate confirmation hearing what was by then the conventional view. When asked whether he would be capable of making a decision in the interest of the United States that was adverse to the interest of General Motors, he said he could. Then he quickly reassured the senators that the conflict would never arise. “I cannot conceive of one because for years I thought what was good for our country was good for General Motors, and vice versa. The difference did not exist. Our company is too big. It goes with the welfare of the country.”26

With demand soaring, businesses argued that less regulation or government-industry planning was necessary. Besides, the largest companies had grown so vast that prices could be maintained and output controlled by the simple expedient of collusion among the two or three biggest ones in each industry (or, to use the more technical and less alarming language of economics, “oligopolistic coordination”). Steel was controlled by three giants—United States Steel, Republic, and Bethlehem; the electrical equipment and appliance industry by two—General Electric and Westinghouse. In basic chemicals, there were three—DuPont, Union Carbide, and Allied Chemical. In food processing, three dominated—General Foods, Quaker Oats, and General Mills. In tobacco, three—R.J. Reynolds, Liggett & Myers, and American Tobacco; in jet engines, two—General Electric and Pratt & Whitney; in automobiles, three—General Motors, Ford, and Chrysler. In the new industry of television broadcasting, there were three networks—NBC, CBS, and ABC. This consolidation took place all across the vast expanse of American industry.

By 1950, most postwar reconstruction in Europe and Japan was completed. Even so, America still produced about 60 percent of the total output of the seven largest capitalist countries. America’s manufacturing sector was about twice as productive (per employed person) as that of Britain, three times as productive as Germany, and nine times as productive as Japan.27 Remarkably, fewer than five hundred American companies were responsible for almost half of the nation’s entire industrial output (which then accounted for about a quarter of the industrial output of the entire free world) and employed more than a fifth of all American non-farm workers.28 These firms owned roughly three-quarters of the nation’s industrial assets and accounted for about 40 percent of the nation’s corporate profits. General Motors, the biggest manufacturing company on earth, itself generated 3 percent of America’s entire gross national product in 1955, approximately equivalent to the entire gross national product of Italy at the time. Standard Oil of New Jersey (one of the pieces of the old Standard Oil Company) and AT&T each had revenues greater than Denmark’s.

Arrayed around these giants and dependent on them as customers or suppliers were several thousand large but not immense industrial corporations and a few service firms that catered to their needs—banks, insurance companies, railroads, and mass retailers like Sears, Montgomery Ward, and J. C. Penney. Encircling these, in turn, were hundreds of thousands of smaller firms that filled specialized market niches. The remainder of the private economy was found on the Main Streets of America—local retailers, restaurants, barbers, hotels, hospitals, law firms—and a dwindling number of family farms. Unlike the giant oligopolies, these peripheral businesses were vulnerable to the whims of the marketplace. Coping with the continuous uncertainties of competition, their owners and employees lived far more precariously than the big corporations.

The largest corporations could not risk competition. Their output had to be planned far in advance with a high degree of confidence it could be sold at a predetermined price. Collusion and planning were essential. The “[t]echnology [of mass production], with its companion commitment of time and capital, means that the needs of the consumer must be anticipated—by months or years,” explained John Kenneth Galbraith, one of the few economists of the time who understood the corporate planning system. The large corporation, therefore, “must exercise control over what is sold. It must exercise control over what is supplied. It must replace the market with planning…. Much of what the firm regards as planning consists in minimizing or getting rid of market influences.”29 The giant corporation of mid-century America necessarily possessed vast discretion and economic power.

To plan efficiently, the production process had to be organized precisely and predictably so every step could be synchronized with every other. The organization chart clearly delineated a chain of command. Key decisions descended from executive suites. Middle-level managers were to implement them, each within a limited span of control over his (almost always his, rarely if ever her) lower-level managers and division heads. Every major product had its own division and hierarchy. All clerical and blue-collar jobs were classified in rigid bureaucratic order. Rules and standard operating procedures determined who was to do what, and how. Most people were not supposed to think for themselves except in the most narrow of parameters. Original thought in most cases could imperil the entire plan.

Despite the careful preparation and execution, plans did not always succeed. Ford’s Edsel was noteworthy because it so blatantly failed. But success was the norm and the norm was to avoid unnecessary risk, which typically meant eschewing novelty in favor of variations on products and services already proven popular. Such a system was not conducive to innovation. General Motors sold more than a million Cheverolet Impalas in 1965, for example, but the car contained almost nothing that prior models lacked or that competitors didn’t also provide. While the basic technology of internal combustion remained the same for years, the Big Three emphasized style and comfort. They added power brakes, power windows, power steering, larger and more powerful engines, and air-conditioners. The tail fins got longer and headlights doubled. (One little-observed consequence was a drop in average gas mileage through the 1950s and 1960s.)

Although capitalism and communism were assumed to be direct opposites, the Soviets implemented their own form of planning with not dissimilar resolve and success. Vast economies of large scale fit snugly within Soviet five-year plans. As the American economy rebounded after the war, Russian industrial production also rose impressively. Steel output increased by about 9 percent a year through the 1950s. Between 1960 and 1973, per capita growth in the Soviet Union averaged 3.4 percent a year, while it averaged 3 percent in the United States and 4.4 percent in Europe.30 When John F. Kennedy sat in the White House, Nikita Khrushchev could credibly boast that at the rate his economy was growing, it would overtake America’s within twenty years.
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BIG BUSINESSES found their correlate in big labor; the first begat the second. The bargains both sides struck over wages and working conditions established norms across the economy, spreading the benefits of high productivity and contributing to the growth of America’s middle class. Their relationship was to be a central feature of democratic capitalism during the Not Quite Golden Age.

Labor’s rise was not smooth. It had its fiery personalities—John L. Lewis of the United Mine Workers, Walter Reuther of the United Auto Workers, Philip Murray of the United Steelworkers. Yet as was the case with the rise of the giant corporation, structural changes in the economy accounted more for labor’s rise (and subsequent decline) than the dominant characters who made the headlines. In the early twentieth century, the Supreme Court had determined that agreements among workers to form unions violated the nation’s antitrust laws. Antitrust law did bar agreements that restrained trade, but the Court was acting cynically given the growing economic power of large corporations. As that power increased, labor nonetheless intensified its efforts to organize.

After the Wagner Act finally legitimized collective bargaining in 1935, unions grew considerably larger. General Motors recognized the United Auto Workers as bargaining agent for its workers, and United States Steel did the same for the United Steelworkers. They did so not just because the law now allowed for unions, but for much the same reason that they and other big businesses hadn’t strongly opposed the Wagner Act in the first place. They saw in collective bargaining an efficient method for maintaining a stable workforce and minimizing unexpected disruptions—key preconditions for high-volume production.

During World War II, the ranks of organized labor swelled to 14 million. Big companies offered little resistance. They were raking in profits, mainly from government contracts. Open opposition to unions would have been unseemly under the circumstances. Labor, for its part, pledged not to strike; striking would have been seen as unpatriotic.

Soon after the war ended, though, labor demanded its share. American industry had grown fat on wartime profits, but American workers had not had a raise in years. An influential University of California study released in 1945 (authored by Dr. Walter Heller, who later chaired the Council of Economic Advisers in the John F. Kennedy and Lyndon Johnson administrations) found that the typical American family of four needed around $50 a week to maintain a “decent standard of living,” but the average factory worker earned only $40.98 a week (steelworkers were paid $45.60; autoworkers, $44.81; electrical workers, $41.25; garment workers $23.75).31 William H. Davis, then director of the government’s Office of Economic Stabilization, estimated that industry was so profitable it could raise wages as much as 40 to 50 percent without raising prices. President Harry S. Truman, who felt he had enough on his plate without getting involved in management-labor disputes, repudiated Davis’s calculation and announced Davis was out of a job.

Steelworker president Philip Murray denounced the billion dollars big steel companies had raked in during World War II and the nearly $750 million they had distributed to their shareholders, compared to the paltry sums steelworkers had been paid. UAW president Walter Reuther demanded General Motors link autoworkers’ paychecks to the auto giant’s “ability to pay.” At one noted bargaining session whose transcript became public, Reuther threatened, “[U]nless we get a more realistic distribution of America’s wealth, we won’t get enough to keep this machinery going.” His comment transcended the specific negotiation. He was referring to American workers in general, and the apparent urgency of spreading corporate wealth to them so they could buy the cars, kitchen appliances, radios, washing machines, and life insurance policies big business was now churning out. It was a signal moment in the history of labor and of democratic capitalism, but it did not elicit an especially constructive dialogue immediately thereafter:


GM: You can’t talk about this…without exposing your socialistic desires.

REUTHER: If fighting for equal and equitable distribution of the wealth of this country is socialistic, I stand guilty of being a Socialist.
 
GM: You’re convicted.

REUTHER: I plead guilty.


Reuther’s threat—not only that the UAW would strike GM but that unless corporate profits were more broadly shared with American workers, they wouldn’t be able to consume the output of American companies—struck a nerve. It prompted GM to run full-page advertisements in major newspapers setting out its philosophical view:


HERE IS THE ISSUE: Is American business to be based on free competition, or is it to become socialized, with all activities controlled and regimented?…America is at a crossroads! It must preserve the freedom of each unit of American business to determine its own destinies. Or it must transfer to some governmental bureaucracy or agency, or to a union, the responsibility of management that has been the very keystone of American business!32


Corporate America held fast. Labor acted: In 1946 more than 2 million autoworkers, steelworkers, meatpackers, and electrical equipment workers went on strike. Truman had no choice but to get involved. He set up a fact-finding panel that showed the cost of living had jumped about 33 percent since before the war, while the wartime wage freeze had limited pay increases of the typical workers to around 15 percent. The panel called on industry to raise wages 33 percent above what they had been in January 1941. Business leaders reluctantly agreed.

The results were not nearly as dire as they had feared. Because every large company in every major industry had to make the same concession, no single company or industry suffered a competitive disadvantage at home, and needn’t yet fear competition from abroad. The biggest companies in each industry already coordinated prices and output; coordinating wages turned out to be a relatively simple matter. Labor had done it just right: In organizing itself by industry—including auto, aircraft, steel, rubber, shipbuilding, chemicals, electrical equipment—it mimicked the preexisting oligopolies, and therefore minimized the cost to any single firm of accepting union demands.

Moreover, markets were growing briskly. By virtue of ever greater economies of scale, productivity was rising, too, which meant that most items could be produced as cheaply as before even though workers got higher pay. Business leaders were also confident that, when necessary, extra labor costs could be passed along to consumers in the form of higher prices. Consumers, after all, didn’t have much choice. Finally, and most important, business executives now appreciated what a toll strikes and work stoppages could take on large-scale production. It was often cheaper to give the unions what they wanted. “Where you have a well-established industry and a well-established union, you are going to get to the point where a strike doesn’t make sense,” wryly observed George Meany, the president of the AFL-CIO.33

By the 1950s the tumult was mainly over. Wages rose as did so-called fringe benefits. Indeed, benefits were becoming important features of pay packages. In 1950, 10 percent of union contracts offered pensions and 30 percent included health insurance. Five years later, 45 percent of medium-sized and large companies gave their workers pensions, and 70 percent provided a range of insurance—life, accident, and health that included hospitalization and maternity care. Such benefits were attractive both to employers and employees because, although equivalent to income, they weren’t taxed as such, which meant American taxpayers as a whole in effect subsidized these benefits. Few understood at the time that the nation was thus embarking on a new form of publicly subsidized social insurance linked to employment. By the end of the twentieth century, its magnitude had reached astonishing levels. Corporate spending on employee pensions and health care, indirectly supported by government, was roughly as large relative to the overall economy as direct government spending on pensions and health insurance in most other advanced nations.34 Other contract sweeteners were added through the 1950s and 1960s. Labor agreements came to include automatic cost-of-living adjustments by which wages rose with inflation. Paid vacations also became the norm. Supplemental unemployment benefits (beyond those provided by government unemployment insurance) guaranteed workers full income even when laid off during economic downturns.

By 1955, over a third of American workers belonged to a labor union. A large portion of those who did not got similar pay and benefit packages because their employers did not want to attract unions where none existed. Even smaller businesses aspired to give their employees what economists termed “prevailing” wages and benefits in order to attract and keep the workers they needed.

Labor unions also became a powerful political force. Local chapters, joined together in state and national federations, grouped by industry and amalgamated together in the AFL-CIO, fought successfully to raise the minimum wage (thereby pushing upward all wages above the minimum), broaden Social Security, and create Medicare. “The new labor leader is a member of the new class,” opined the editors of Fortune. “His salary is high. He is a public figure. He enjoys a powerful place in society.”35 Big labor thereby joined big business as integral to the American economic system. No longer a social movement, labor was by now an established part of democratic capitalism, sharing with business the credit and responsibility for ensuring the public’s rising prosperity.


FIGURE 1.1
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PRIVATE SECTOR UNION MEMBERS AS PERCENTAGE OF PRIVATE SECTOR EMPLOYEES, 1929–1957
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Sources: U.S. Bureau of Labor Statistics; Leo Troy and Neil Sheflin, U.S. Union Sourcebook (West Orange, N.J.: IRDIS, 1985).
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AND RISE it did. From the end of World War II until the middle of the 1970s, the pay and benefits of the American workforce grew, on average, 2.5 to 3 percent each year, in tandem with productivity growth. Between 1947 and 1973, real median family income doubled, as did the value of what the typical American worker produced. If few became conspicuously rich, the great majority of Americans lived better than ever before. And they worked fewer hours, as the nation moved toward a five-day workweek.

The prosperity and growth of America’s middle class was one of democratic capitalism’s greatest triumphs. By the mid-1950s, almost half of all families fell comfortably within the middle range, defined as families earning between $4,000 and $7,500, after taxes, in 1953 dollars. Most such families were headed not by professionals or business executives but by skilled and semiskilled factory workers and clerks, who managed the flows of product and paperwork through the great corporations. Most breadwinners were men and husbands; most women in that vast and growing middle class did not work.

Americans were becoming more equal, economically. In 1928, the highest-paid 1 percent of earners had taken home 19 percent of total personal income, before taxes. By 1950, their share had plummeted to 7 percent.36 After-tax income was even more equal. Under Republican president Eisenhower, top earners paid a marginal income tax rate of 91 percent. That dropped to a still significant 78 percent under Democratic president Kennedy. High taxes did not seem to constrain the economy, which continued to surge forward as productivity soared.


FIGURE 1.2
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SHARE OF TOTAL INCOME RECEIVED BY RICHEST 1 PERCENT, 1913–1970
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Source: T. Piketty and E. Saez, “Income Inequality in the United States, 1913–1998,” Quarterly Journal of Economics 118, no.1 (February 2003).


A college text of 1956 entitled The American Class Structure noted how far the nation had progressed from the class divisions of the 1920s. “All are employees, not owners. Their places in the system depend upon the rules of bureaucratic entry and promotion.” The author, sociologist Joseph Kahl, noted how corporate bureaucracies were tending to level out incomes as pay at the bottom rungs on the corporate ladder moved upward while pay at the top rungs was constrained by civil service–like job categories. “The trend of income distribution,” Kahl concluded, “has been toward a reduction in inequality. Owners have been receiving a smaller share relative to employees; professionals and clerks have been losing some of their advantages over operatives and laborers.”37

Jobs were also more stable than they had been in previous decades—another by-product both of unionization and of the rigid oligopolistic structure that constrained competition and innovation in favor of economies of scale. In a 1952 survey, two-thirds of senior executives said they had been with the same company for more than twenty years.38 The careers and pay of these “organization men,” to use the felicitous phrase of sociologist William H. Whyte, Jr., in a best seller of the era, came to be as ordered and predictable as those of their blue-collar counterparts. The young white-collar men he interviewed gave voice to the accepted view: “Be loyal to the company and the company will be loyal to you” (emphasis in the original). “[T]he average young man cherishes the idea that his relationship with The Organization is to be for keeps,” wrote Whyte. Mutual loyalty could be counted on because, it was thought, “the goals of the individual and the goals of the organization will work out to be one and the same.”39 More to the point (which Whyte missed entirely) was that the structure of the economy allowed and encouraged such lifelong loyalty.

The take-home pay of white-collar workers depended more on the number of years with the corporation than individual effort. Union contracts for blue-collar workers similarly stipulated that wages would rise with seniority. This predictably upward trajectory not only helped corporations anticipate their production costs; it also helped families plan their futures. One’s pay “grade” started at a modest level when household expenses rarely required more, and rose gradually as families grew. Employees took out home loans and car loans with almost certain confidence they could be repaid. Starter homes and cars could be routinely traded up. At age sixty-five, after forty or more years with the company, the typical employee retired with a gold watch or pin and a company pension providing a modest but predictable sum thereafter.


FIGURE 1.3

[image: image]

REAL FAMILY INCOME GROWTH BY QUINTILE, 1947–1973
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Source: Economic Policy Institute, The State of Working America, 2006/7, Chapter 1, Figure 11, from Bureau of the Census, CPS (all data deflated).


“Thereafter” did not last especially long in those days. It was not a golden age in terms of longevity. Retirees could expect another five or six years of card games with old friends and visits from grandchildren before dying with the satisfaction of having lived an utterly predictable life.

Nor was it a golden age in terms of equal opportunity. America of the 1950s and 1960s still harbored vast inequalities. The very poor remained almost invisible to the rest of the nation. Blacks were overtly or covertly relegated to second-class citizenship and often inferior jobs. Few women dared aspire to professions other than teaching, nursing, or attending to airline passengers. It would be a while before such barriers began to fall, even as more and more Americans joined the stable, standardized bureaucracies of corporate America. Yet the nation had charted a new direction—toward steady jobs at good wages within a system that broadly shared the fruits of prosperity—and created a middle class sufficiently large to tilt democratic capitalism toward broader equality of opportunity.

6

POLITICAL SCIENTISTS of the time sought to describe the kind of democracy America had become with abstract terms like “interest-group pluralism,” to delineate a system that, while not conforming to the old textbook models of direct or even representative democracy, still managed to be responsive to the needs and aspirations of most citizens.40 There was a degree of self-congratulation in this, but also a legitimate search for why American democracy had performed so well in the face of modern industrialization relative to socialism, communism, and totalitarianism.

Democratic government, in their view, was an ongoing negotiation among competing but intertwined groups. “The principal balancing force in the politics of a multi-group society such as the United States,” wrote Columbia University political scientist David Truman in The Governmental Process, an influential 1951 treatise, consisted of “[o]verlapping membership among organized interest groups.”41 According to Truman, most Americans belonged to several such groups (clubs, associations, political parties, unions) that conveyed their members’ preferences to political leaders. These overlapping groups stabilized democracy while allowing for peaceful change. Yale political scientist Robert A. Dahl, in A Preface to Democratic Theory, published in 1956, added that democracy had succeeded in America while failing elsewhere by embracing a wide number of such groups, each of which was separately a political minority. Because they had to form coalitions with each other to get anything done, the overall system stayed flexible and responsive. The result was neither rule by majority nor by minority but “minorities rule.”42 When Dahl examined a typical American city (New Haven, Connecticut), he discovered, not surprisingly, that most citizens were uninvolved in day-to-day politics. Effective control was in the hands of competing elites who were largely self-selected. But unless they represented the interests of their broader constituents they risked losing out to other elites who did a better job of it.

It was a comforting theory that left out two discomfiting facts—interest groups did not automatically compete on equal terms, and they typically paid no attention to the poor. Yet it was undoubtedly true that elected leaders in the Not Quite Golden Age paid careful attention to local elites—small businesses that comprised the local chamber of commerce, for example, and to national organizations whose members were active in local chapters, such as the American Legion, the Farm Bureau, and union branches. Unlike many “public interest” advocacy groups today—huddled in small offices in Washington, from which they routinely send out mailings soliciting contributions from true believers around the country—these groups had enough organizing heft at the grass roots to pressure legislators to do their bidding. The American Legion, for example, was singularly responsible for passage of the GI Bill of 1944, which guaranteed every returning veteran up to four years of post–secondary school education, subsidized home mortgages, and business loans.43

The political scientists left out something else, equally important to explaining how democratic capitalism distributed the benefits of a growing economy. By fits and starts, the federal government had created new centers of economic power that offset the power of the giant companies. Unions, as we have seen, pushed for and won legislation that legitimized collective bargaining. Small farmers got federal price supports and a voice in setting agricultural policy. Farm cooperatives, like unions, won exemption from federal antitrust laws. Small retailers obtained protection against retail chains through state “fair trade” laws and the federal Robinson-Patman Act, requiring wholesalers to charge all retailers the same price regardless of size and preventing chains from cutting prices. (Wal-Mart would not have stood a chance.) The retail chains, meanwhile, were allowed to combine into large national organizations despite the antitrust laws, thereby countering the market power of the large manufacturers. Small investors gained protection under the Securities and Exchange acts. And so it went, across the economy. John Kenneth Galbraith approvingly dubbed it “countervailing power.”44 “Given the existence of private market power in the economy,” he wrote, “the growth of countervailing power strengthens the capacity of the economy for autonomous self-regulation and thereby lessens the amount of over-all government control or planning that is required or sought.”45

In hindsight we now know that more than economic stability was at stake. These new centers of economic power gave the emerging system much of its political stability.46 By spreading the gains of economic growth to groups that otherwise would have received little or none of them while also giving such groups a voice, the new power centers strengthened democratic capitalism. Political scientists of the era correctly noted that democratically elected representatives were sensitive to well-organized local interests (small businesses, veterans, doctors, and, increasingly, the elderly, for example). They just missed the bigger story: Democracy had made it possible for other groups (unionized workers, farmers, suppliers, retailers, and small investors) to look after their own economic interests directly.
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AMERICA’S PREOCCUPATION with the Soviet Union during these years—a putative race between capitalism and communism that was more a contest between totalitarianism and democracy—served as ready justification for large-scale public investment. The adjectives “national defense” when applied to almost any area of policy seemed automatically to justify large public expenditure. Sputnik’s signal contribution to American education, for example, was dubbed the National Defense Education Act, whose avowed purpose was to ready more American scientists and engineers to compete with the Soviets. Its by-product was the grounding of a generation of researchers and teachers in many technologies that would be at the forefront of American industry. The National Interstate and Defense Highways Act—forty thousand miles of straight four-lane freeways to replace the old two-lane federal roads that meandered through cities and towns—was justified by Congress as a means of speeding munitions across the nation in the event of war. Its practical effects would be to spur national productivity by radically lowering the cost of transporting and distributing goods across the land, boost the sales of automobiles, and generate suburban sprawl.

Eisenhower warned the nation to beware the “military-industrial complex,” but he seems not to have understood how important that relationship was to jobs and the overall stability of the economy. Through the 1950s and 1960s, about one hundred corporations received two-thirds, by value, of all defense contracts. Most of these giant companies were unionized, which meant that their workers shared in the bounty. By 1959, 20 percent of California’s nonagricultural workforce was employed directly or indirectly by major defense contractors. In Washington state, the comparable figure was 22 percent.

Defense contracts also helped spawn future technologies in aerospace and telecommunications. Billions of dollars dedicated to researching and developing complex weapons systems generated the first transistors that found their way into computers; hard plastics eventually used in automobiles and appliances; optical fibers that came to be the “information highways” of the Internet; lasers that could eventually reshape eyeballs; jet engines that allowed commercial aircraft to travel ten thousand miles without refueling; and a vast array of precision gauges, sensing devices, and electronic gadgets that found their way into hundreds of thousands of commercial products and services. As we shall examine in the next chapter, many of these technologies, and the companies and industries that utilized them, contributed to the eventual shattering of the stable, oligopolistic American system.

         

AMERICA AT MID-CENTURY was not a trading nation. Few recently war-devastated economies were capable of selling Americans much of anything or buying much of what America might have had to sell. Even by 1960, only 4 percent of the automobiles Americans bought were built outside the United States, only 4 percent of the steel Americans used came from abroad, and less than 6 percent of televisions, radios, and other consumer products had their origins outside America’s borders. Nonetheless, the nation in these years committed itself to an ambitious plan for extending the wonders of American capitalism to the rest of world, as a further bulwark against the spread of Soviet communism. This effort also contributed to the erosion of the stable oligopolistic system, as we shall see.

In the early postwar years, America championed a system of fixed exchange rates to minimize currency fluctuations, the International Monetary Fund to ensure world liquidity, the World Bank to direct development financing, the General Agreement on Tariffs and Trade to ensure an open trading system. The nation channeled billions of dollars to Western Europe and Japan to rebuild factories, railways, roads, schools. “The old imperialism—exploitation for foreign profit—has no place in our plans,” said President Truman in announcing his Point Four program of technical assistance to developing nations. “What we envisage is a program of development based on the concept of democratic fair-dealing.”47 (He might have added: “and the containment of the Soviet menace.”)

By almost any measure, the effort was a large success. Between 1945 and 1970, real incomes tripled around the world and world trade quadrupled. Not coincidentally, America’s foreign policy created new opportunities for America’s largest corporations—then larger, richer, and more technologically advanced than anywhere else in the world—to expand their markets abroad. With the dollar as the currency on which the world’s fixed-exchange system was based, America’s bankers and large corporations could extend the reach of American capitalism at minimal risk. Under a World Bank controlled by Americans, development assistance could be focused around the globe precisely where large American corporations saw greatest opportunity.

The effect was not uniformly benign. With uncanny precision, the Central Intelligence Agency uncovered communist plots just where America’s largest corporations wanted to ensure stable supplies of natural resources. When in 1953 an anti-colonial Iranian nationalist movement led by Mohammed Mossadegh challenged the power of the shah and seized the Anglo-Iranian Oil Company, the CIA secretly channeled millions of dollars to Iranian army officers dedicated to returning the shah to power. Once that objective was met, American oil companies were granted generous access to Iranian oil. The next year, Guatemala’s democratically elected president, Jacobo Arbenz Guzmán, initiated land reforms that, along the way, confiscated the United Fruit Company’s plantations. The CIA then bankrolled right-wing revolutionaries who, helped by CIA pilots and aircraft supplied by Nicaraguan dictator Anastasio Somoza, spared United Fruit an otherwise dismal fate. Also in 1954, the United States became quietly involved in Indochina, another area rich in natural resources. In Latin America, Vietnam, and the Middle East, America’s foreign policy sowed the seeds of profound problems for the future.

At home, Minnesota senator Joe McCarthy fomented against alleged communists within the U.S. government and in the media and entertainment industries. Careers were wrecked; civil liberties compromised.

8

ONE LAST FEATURE bears mention because it serves as a particularly vivid point of contrast to where we are today. Sitting atop America’s largest corporations were men who repeatedly stated (in words describing precisely the ideal propounded by Adolf Berle and Gardiner Means decades before in The Modern Corporation and Private Property) that their job was to balance the needs of everyone affected by the corporation, including the public at large. “The job of management,” proclaimed Frank Abrams, chairman of Standard Oil of New Jersey, in a 1951 address that typified what other chief executives were saying, “is to maintain an equitable and working balance among the claims of the various directly affected interest groups…stockholders, employees, customers, and the public at large. Business managers are gaining professional status partly because they see in their work the basic responsibilities [to the public] that other professional men have long recognized in theirs.” Fortune lectured its executive readers on their duty to maintain a broad national perspective: “To take the professional point of view, the executive must adopt a detached, reserved attitude toward the opportunities and tactics of the moment. He must become an industrial statesman.”48

The role came naturally to these men, many of whom had served at high levels of government during World War II and continued thereafter to serve on public advisory boards, panels, and commissions. (When “Engine Charlie” Wilson brought with him to the Pentagon a platoon of GM executives, Democratic statesman Adlai Stevenson quipped that America had taken government out of the hands of the New Dealers and given it to the car dealers.) These self-described “corporate statesmen” frequently testified before Congress. They were generous both with their time and with their opinions about what was good for the nation. A bipartisan group of them, led by Paul Hoffman, then CEO of the Studebaker Corporation, Bill Benton of Benton & Bowles advertising, and Marion Folsom of Eastman Kodak, formed the Committee for Economic Development. This was no business association in the modern sense, lobbying for narrow business interests. The committee pushed for the Full Employment Act of 1946, which committed the nation to full employment as an official goal of national economic policy. And it lobbied for the Marshall Plan to rebuild Europe, and helped sell the plan to the rest of America. (Hoffman himself became its first administrator.)

These business leaders could afford to be corporate statesmen—acting, in their view, for the betterment of the nation rather than strictly for the benefit of their own consumers and shareholders—because the oligopolistic system allowed them the license to be statesmen. Just as they could grant their blue-collar workers generous wages and benefits without worry that a competitor would undercut them, they could go to Washington to advocate the Marshall Plan without concern that a rival would steal away market share while their attention was elsewhere.

9

TO SUMMARIZE: The central features of American democratic capitalism during the Not Quite Golden Age fit together into a remarkably coherent system, merging economics and politics. America’s largest corporations would plan and implement the production of a large volume of goods, gaining significant economies of scale and thereby reducing the cost of producing each unit. By coordinating explicitly or implicitly with the handful of other giant companies in the same industry, they could set prices high enough to ensure substantial profits. A portion of those profits would be reinvested in new factories and machinery. Another share would go to executives and middle managers according to their rank in the organization. A portion would go to hourly workers, who were organized into industry-wide unions. Their hourly pay and benefits would be stipulated in contracts covering all workers in the industry; benefits would include tax-favored health insurance and pensions. In return, organized labor would, for the most part, forbear from strikes or work stoppages that would otherwise interfere with the smooth flow of high-volume production. Both sides would, for the most part, refrain from setting wages and prices so high as to spur inflation. These contracts would also, in effect, set prevailing wages and benefits for workers who were not unionized.

Regulatory agencies, meanwhile, would set prices and standards for key services that could be provided to the broad public on mostly equal terms through monopolies—utilities, airlines operating over specific routes, trucks, railroads, and the telephone. Legislators would pay particular heed to the interests of their local communities, including small businesses, local retailers, and farmers. The federal government would impose a high marginal tax on the wealthiest, and on companies. It would use much of the proceeds for national defense against Soviet communism, defined broadly to include a national highway system, higher education, the development of new technologies, large contracts for the aerospace industry, and foreign policies to expand markets and guarantee natural resources for the benefit of large American corporations.

Democratic capitalism of this era involved a complex and continuous set of negotiations—sometimes directly between key players, like big business and big labor; sometimes indirectly, within regulatory agencies and legislatures. There were several important consequences: first, large economies of scale, generating high productivity and hence significant profits; second, tens of millions of steady jobs; third, a wide distribution of the profits (downward to blue-collar workers and outward to smaller communities, farmers, and other constituents); fourth, millions of consumers who used this largesse to purchase the goods and services produced in ever larger quantities, thereby stabilizing the economy for large-scale production. The result was a large and growing middle class across the country that stabilized the political system. It was a full circle.

This was hardly the textbook model of democratic capitalism, which strictly separates the “economy” from “government” and believes capitalism occurs almost automatically through the workings of an idealized “free market,” while democracy happens because voters go to the polls to make their selections as to who should oversee the public sector. In fact, much of the government’s unstated role was to manage the often untidy process by which these economic and political negotiations took place. Only rarely was this role perceptible, as it was when, in 1962, John F. Kennedy publicly rebuked Roger Blough, then chairman of United States Steel, for raising steel prices and thus violating the wage-and-price agreement that had been worked out with the steelworkers union and other steel producers.

Efficiencies were sacrificed, to be sure. Consumers did not receive the lowest possible price or best quality. They abided cars that became obsolete a few years after purchase and telephone repairmen who showed up two days late. Investors were similarly docile. Economist John Kenneth Galbraith described the typical stockholder as a “passive and functionless figure.”49 Average daily volume of traded shares was only 3 million by the early 1960s; it did not rise above 10 million until 1970, and only thereafter took off—as did share prices.50 Across the economy, many assets failed to be put to their most productive uses. The potent incentive of great wealth was often absent. Innovation lagged. As we have seen, few major new companies were founded during this period.

But most people enjoyed more security and stability, and a larger share of the nation’s income, than they ever had before or ever would again. The average real wages of hourly workers continued to rise until the early 1970s. Social tranquillity was preserved and protected. Something approximating the common good was achieved. The trend toward equality would animate the civil rights movement, culminating in the Voting Rights and Civil Rights acts. The growing middle class would give voice to broad concerns such as health insurance in retirement (resulting in Medicare) and clean air and water (the Environmental Protection Act). It was not unusual for noted chief executives, acting as “corporate statesmen,” to push for policies that would be in the nation’s interest even though not necessarily to their own company’s benefit. There was great pride in American democracy and government. In a 1964 survey, three-quarters of the American public said they trusted government to do the right thing most of the time,51 a percentage that in retrospect seems staggeringly high.

Europe and Japan followed somewhat different paths toward the same ends of high-volume, stable mass production and an increasingly equal distribution of its benefits. European governments took a more explicit role in industrial planning than did the United States; German “codetermination” featured equal representation by employees and shareholders on the boards of iron and steel companies, and lesser representation on other boards. In Japan, huge industrial combines worked in close cooperation with government ministries to devise industrial policy. Because of its extraordinary size and political dominance, the American system led the way.

Much was still undone, but it seemed that America was moving past ideology and class division on its way toward solving its most pressing problems. In his 1962 commencement address at Yale University, John F. Kennedy sounded the prevailing theme. “What is at stake,” he declared, “is not some grand warfare of rival ideologies…but the practical management of a modern economy. What we need is not labels and clichés but more basic discussion of the sophisticated and technical questions involved in keeping a great economic machinery moving ahead…. [T]echnical answers, not political answers, must be provided.”52

         

THEN SOMETHING HAPPENED that changed everything: America and the world got on the road to supercapitalism.
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