
The Growth of Big Business



Tycoons arguments for Big Business

• Big business created efficiency through total 

control of the raw materials, manufacturing and 

distribution.

• Efficiency leads to production becoming less 

expensive which leads to lower cost for goods.

• Big business will make the United States a more 

powerful nation – a world power.



Social Darwinism
Herbert Spencer

• If government would stay 

out of the affairs of 

business, the theory went, 

those who were most “fit” 

would succeed and 

become rich.  Society as a 

whole would benefit from 

the success of the fit and 

the weeding out of the 

unfit.



The Rise of Industrial Trusts
• As industrialism progressed, businesses 

combined competing companies into monstrous 

firms called trusts.

• By 1904, 319 industrial trusts had swallowed 5,300 

previously independent manufacturers, and 127 

utility trusts, including railroads, had taken over 

2,400 small companies.

• Examples of trusts were in the oil, steel, coal, 

tobacco, whiskey, sugar, banking, and farm 

machinery industries.



Horizontal Consolidation

• This method involved bringing together many 

firms that were in the same business.



Vertical Consolidation

• This method involved 

gaining control of the 

many different 

businesses that make 

up all phases of a 

product’s 

development.



Trusts Influence Government Affairs

• As they became rich and powerful, owners of 

trusts manipulated the government at the federal, 

state, and local levels.

• Industrial giants ran for government offices, 

made generous contributions to political 

candidates, and bribed legislators.

• Trusts called for minimal governmental 

regulation of business unless regulations 

benefited them, as in the case of high tariffs.



Government Support for Industrialism

• The U.S. government maintained a laissez-faire, or hands-
off, approach, imposing few regulations on private 
enterprise.

• There were few regulations requiring businesses to protect 
worker safety, and employers paid no social security or 
unemployment compensation.

• The government established no environmental controls on 
industries, allowing timber cutting, land grabbing, coal 
mining, and cattle grazing on the public domain.

• Taxes on personal incomes earned by businessmen were 
not required.

• The government often viewed labor organizers with 
suspicion.



The Public Outcry to Big Business

• They pointed out that competition was 

eliminated and no other source of supply was 

available.

• They complained that big business destroyed 

the free enterprise system that was at the very 

heart of our capitalist economy.











Sherman Antitrust Act
1890

• This law outlawed any combination of 

companies that restrained interstate trade or 

commerce.

• The act, however, proved ineffective against 

trusts for nearly 15 years, because the federal 

government rarely enforced it.

• The act was used successfully against labor 

unions. Federal officials argued that labor 

unions restrained trade because workers were 

combining to gain an advantage.








