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The development of
organized capitalism (1)

Chapters 2 and 3 are devoted to a lengthy analysis of the development of
organized capitalism. They are intended to give the reader not only an idea
what is meant by ‘organized capitalism’, but also to present him or her with
an account of its differential development in five major countries (Germany,
Sweden, Britain, France, and the USA). This is important, in part because
1t lays the groundwork for our subsequent cross-national analyses of
capitalism’s disorganizing process; it is important also because little of this
sort of analysis exists in the available literature. The (few) comparative
economic history textbooks often tend to ignore the role of the state, banks,
social classes and the development of the welfare state, all of which are central
to the account of the growth of organized capitalism presented here. There
is even less available sociological analysis of such a comparative nature.
We begin with an account of Germany which, though it draws on new
material, is not especially contentious in nature. Because Germany has come
closest to approaching the organized capitalist ideal type, our objective here
1s largely to establish a touchstone for subsequent comparative analysis. Some
may wish to turn directly to the analyses of Sweden, Britain, France and the
USA which are more fully interpretive and at points we think, novel.

GERMANY: THE ‘IDEAL TYPE™?

Why, briefly, has Germany been the organized capitalist society par excellence?
First, German industry was highly bureaucratized very early on, both at
management level and on the shopfloor. Second, the German state was
Interventionist and at the same time relatively autonomous. Third, German
industry became highly concentrated in terms of fixed capital per enterprise,
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18 THE DEVELOPMENT OF ORGANIZED CAPITALISM (1)

number of employees per enterprise, and vertical (forward and backward)
integration and diversification. A large part of the increase in capitalization
of German firms was due to simple horizontal integration, that is, to straight-
forward takeovers and mergers. Fourth, German industry became highly
cartelized. It is important to distinguish the impact of cartelization from that
of the formation of employers’ associations. Cartelization became highly
important in the 1890s and is the German equivalent of the British holding
company. It rightly belongs to the first step of organization, that is, organization
at the top. Employers’ associations assumed much greater importance just
after the First World War, at about the time that organization at the bottom
gave to German politics & very definite ‘corporate bias’, Fifth, the joint-stock
company assumed an unusual importance quite early on in Germany. Sixth,
the interarticulation of banks with industry was more pervasive in Germany
than elsewhere. And finally, Germany was the birthplace of the welfare state
and of the mass political party.

Let us address soms of these points, first considering German organization
at the top - capital concentration in heavy and the new industries, cartels,
banks, the role of the state — and then looking at organization at the bottom
- the welfare state and the issue of corporate bias in German politics. While
we do not claim to challenge in what follows the thesis that Germany has
been indeed the country which has most closely approximated the organized
capitalist ideal type, we do want to show that the received wisdom on a number
of these matters is overly simplistic.

Organization at the top

Proportionately, Germany at the turn of the century had the most developed
heavy industrial sector of any western country. No other country at that time
had such a high proportion of coal producers or iron and steel manufacturers
among its top 100 industrial companies. In the United States, for example,
which had 2 thriving and well-articulated development of heavy industry, a
much larger proportion of the top companies was comprised of petroleum
and food-processing companies. In France there was a marked lack of coal.
British coal was very unconcentrated, and 20 of the British top 50 firms were
in the area of food-processing, mostly breweries. Sweden had inordinately
rich iron ore deposits, but a good deal of this was exported, and it was not
until much later that a thriving Swedish steel industry was developed.!
German economic development in the Kondratieff A-phase from 1850 to
1873 was closely tied to the growth of the railway system. The cyclical boom
which began in 1869 was brought about through a burst of railroad expansion
and underlay the Grunderjahre or founding years of the Reich, the period
from 1870 to 1874 during which a large number of joint-stock companies
were floated. The crisis which began in 1873 should not be overexaggerated:
it was more a matter of falling prices and its length than of a sharp absolute
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fall in production. However, only in 1880 did German production again reach
the level of 1872. The downtum of 1873--80, though, was accompanied by
a large shakeout of labour and a significant improvement in productivity.
Thereafter, as the British and French economies continued to stagnate,
Germany entered into a period of stcady growth which involved an increase
in net domestic prodnct of on average 2.5 per cent per anmim over the 1880s.
This growth, unlike that of the 1850s and 1860s, was not primarily fuelled
by demand from the expanding German railways, but by exports and increased
levels of consumer spending. The end of this decade of steady growth was
accompanied by another flurry of the founding of joint-stock companies.

It is difficult to overestimate the preponderance of German heavy industry
in Europe. From 1910 t0 1913 Germany produced over two-thirds of European
steel output, and during these same years mined over one-half of the coal
and lignite extracted on the European continent.2 The country which most
closely approached Germany’s industrial profile in this period was the United
States.3 Of the top 50 firms in industry and extraction in Germany in 1907
and in the USA in 1917 there were 13 coal or oil companies, while in Britain
in 1905 the equivalent figure was only one. In 1907 26 of the top 50 firms
mn Germany and 20 in the USA were metal or machine-building (engineering)
firms, while the corresponding figure for Britain in 1905 was eight. Further,
if we disaggregate a little we can see important divergencies between Germany
and the USA, with a preponderance of heavy industry on the German side.
Germany, for example, had only one sizeable oil firm, while eight of America’s
top 82 industrial firms in 1909 were petroleum refineries, On the other hand,
energy production and iron and steel were interlocked in the German Ruhr
to an extent obviously impossible between Texas and Oklahoma oil and Hlinois,
Ohio and Pennsylvania steel. Of Germany's top 80 industrial firms in 1907
31 were in iron and steel, compared to 25 of America's top 82 in 1909. Finally,
while a large proportion of American (and French and British) engineering
firms made machines for private consumption - bicycles, sewing-machines
and, especially, motor cars — the majority of German engineering was heavy
engineering, destined for productive consumption - shipbuilding, locomotives
and diesel engines.

At the heart of German heavy industry was of course the iron and steel
sector. Notwithstanding the railway-connected boom from 1851 to 1872, the
German iron and steel industry was in these early years uncompetitive inter-
nationally. This was because the Bessemer process - which Krupp, for
example, adopted in 1861 - was unable to make use of the low-grade
phosphoric iron ore in German Lorraine. The patenting of the Gilchrist-Thomas
process changed this. Germany overtook Britain in pig iron and steel production
in 1900; from the late 1880s German basic steel became cheaper than
elsewhere. From 1898 to 1903 exports doubled and almost reached British
levels, Indeed, during many years of the same period, 25 per cent and more
of finished iron and steel was exported. The formation of the iron and steel
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cartels in the mid-1890s was undertaken with the intention not so much of
protectionism, but of keeping domestic prices high in order to sell more
cheaply abroad.*

In 1887 Krupp was the largest German firm, with 20,000 employees and |

40 million marks of share capital. Twenty years later it was still the country’s
number-one firm but now with 64,000 employees and 180 million marks of
share capital. Moreover, contrary to Chandler’s thesis that cartels are in-
compatible with the rational expansion of the firm, from 1887 to 1907 German
iron and steel had cartelized and expanded through backward and forward
integration, diversification and, perhaps most of all, through straightforward
takeovers and mergers,® Most important, maybe, was backward integration,
especially into coal mining, A great proportion of the capital for the enormous
expansion of coal production from 1894 to 1913 was provided by backward
integrating iron and stee! firms. It has been estimated that in 1900 some
20 per cent of coal output was through these now ‘mixed’ metal-producing
enterprises.® But forward integration was aiso important. Merchant profits
in the late 1880s badly damaged iron and steel, as most firms at that point
did not possess distribution outlets, The solution was to create syndicates for
distribution of product lines of very high demand. Some firms also diver-
sified downstream into machine building. For example, Krupp had made Essen
a company town with his steel plant, machine shops, coal mines and large
tractsofoonmanyhousmg Gelsenkirchen was similarly dominated by the
Schalker iron works.”

Now let us consider the ‘new’ industries.® Before 1860 there was little
application of chemical processes to industry on any kind of scale in Germany,?
France and Britain at that time were international leaders, using the traditional
Leblanc process of soda manufacture which was the basis of many other
inorganic chemical processes. Germany, however, pioneered the industrial
application of organic chemical processes, first (in the commercial production
of synthetic dyestuffs, in the late 1880s) to pharmaceuticals production at
Hoechst and Bayer, but also to the manufacture of explosives and artificial
fibres and many other products. Chemicals was the fastest-concentrating branch
in German industry from 1887 to 1907 — represented in 1887 by 12 firms
in the top 100, and in 1907 by 17 firms. The enormous capital needs of such
rapid growth were provided through the involvement on a large scale of banks.
This expansion did not involve the tremendous increases in share capital that
was the case in the very largest firms in iron and steel and the electrical
industry. Also in the 1880s chemicals was not highly diversified. The most
marked improvements were in forward and backward integration, which took
place partly through cartelization and quasi-cartelization. In 1887 the top
chemicals firms had litle distribution apparatus. In 1907 all the most
important concerns had sales subsidiaries in the most important commodity
market-places. The tertiarization of the workforce was far advanced in
chemicals. The “abstract-rational’ pure-science training that was only available
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so widely in Germany paid off in this branch, in which research and
development was of the utmost import. Only Germany - especially in
comparison with France and Britain — offered the mass university training
of chemusts.'®

The electrical industry, which in terms of its contribution to the national
product was to become highly central only during the inter-war period, was
nevertheless already significant during the decades leading up to the First
world War.! In 1907 two of the five firms with the nation’s 1argest share
capital were electrical concerns — Siemens and Halske, and AEG (German
General Electric) —~ and the other three were iron and steel manufacturers.
Equally important was the role of the clectrical industry in the transforma-
tion — through electrification — of German cities, and its creation of demand
for associated industries. Germany was the world leader in this field. In the
decade leading up to the First World War its exports of electrical equipment
were three times greater than those of the United States, which was its greatest
mternational competitor. Part of the reason for German growth here was the
existence of a large number of big cities — more than Britain or France, and
matched only by the USA — which provided markets for municipal lighting
and transport. In 1902 one-half of the total European length of electric tram-
ways was in Germany. In the next decade the growth n municipal demand
was strmulated by the building of undergrounds, of inter-urban electric transport
and of a very considerable number of large-scale central power stations.!?

We have already noted that in certain industries cartels were of some
importance in this period. There has been considerable debate on their role
and significance in the development of German organized capitalism. The
common wisdom expressed by Alfred Chandler was that the level of carteliza-
tion was extraordinarily high and that these cartels hindered the rational
expansion of such capitalist firms.'> Opponents of this viewpoint, such as
Kocka, have argued that effective cartelization was never that pervasive before
the First World War and where it did exist it in fact promoted rational
expansion.'® We will briefly consider the evidence here.

The most effective cartel during the pre-war period was in coal, where the
Rhenish-Westphalian Coal Syndicate was particularly succcessful in promoting
downstream integration and hence concentration through its distribution
apparatus, However, the syndicate’s function of maintaining domestic prices
above their market value in the promotion of exports was in the end self-
destructive, High domestic coal prices made it worthwhile for iron and steel
to integrate backwards into coal production and to form ‘mixed’ concerns,
which increased from seven in 1895 to 18 in 1902, when these 18 controlled
19 per cent of coal production. And the mines which the iron and steel firms
had taken over were among the /arger syndicate mines. The syndicate also
appears to have changed the interests of the coal-producers in respect to iron
ore. The syndicate companies owned a number of iron mines whose production
they controlled in order to keep prices high. But this damaged the position
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of syndicate-owned iron mines in relation to non-syndicate mines, with the
latter increasing their production by 100.5 per ceat from 1893 to 1902 in
comparison with the former’s increase of 60.5 per cent. By 1902 the non-
syndicate iron mines had surpassed the syndicate mmines in production.!$

The two other most prominent pre-war syndicates underwent not dissimilar
experiences. One, however, the Rhenish-Westphalian Pig Iron Syndicate, was
founded in the midst of economic expansion in 1896. During the cyclical down-
twns of 1901-2 and 1908 the syndicate was threatened by the ability of
independents to undersell syndicate firms and the besitancy of the large ‘mixed’
concerns to hold prices high, when they could produce more cheaply through
selling to themselves. This was resolved in 1903 when independents were
coerced into joining the syndicates, but the combination of outsiders and mixed
concerns led to the cartel’s dissolution in 1908.16 The other syndicate, the
Steel Manufacturers’ Association, Stahlwerksverband, was founded in 1904
as a joint-stock company for the distribution of both heavy and light rolling-
mill products. Shortly after the association's foundation it became clear that
there was a conflict of interests between firms which produced only light
products and those which were integrated backwards. During the downturn
of 1908-9 it proved impossible to control the prices of light products for the
backward-integrated firms, which again could sell to themselves more cheaply.
Thus when the association’s contract was renewed in 1912 the light products
were no longer included. At this point, although the association controlled
80 per cent of the German market, it had, yet again and for similar reasons,
difficulty controlling prices for even the heavy products. i’

In summary, then, neither Chandler nor Kocka offer convincing evidence for
their conflicting theses regarding the effects of cartels on the ratronal expansion
of the firm in Germany. What seems clear though is that the highly vertically
integrated and expanding firms - whether inside the heavy industry cartels or
outside of cartels (such as Thyssen and the Siemens Martin-Werke in steel) —
were inconsistent with the pricing policies of cartels, It was only after the First
World War that heavy industry became pervasively cartelized; but at this point
the dynarmism of the coal and metal-producing firms had long since declined, 8

Another common claim is the “finance-capital’ interpretation of German
economic history. However, on closer examination the big banks were not the
innovative industrial investors that they have often been purported to be. During,
for exampie, the relatively stagnant years of the late 1870s and 1880s, the big
Berlin banks were reluctant to provide regular services for heavy industry,
services which were carried out by the provincial banks such as Essener Credit-
Anstalt and Norddeutsche Bank and by private banks such as Oppenheim or
Rothschild. ® Again, when chemicals firms needed money for expansion in the
1880s, it was the Jocal and private banks which handled the share issues on the
Stock Exchange. Yet the Berlin banks were important in providing capital for
the electrical industry and for a number of enginecring firms. Their role with
regard to heavy industry — despite the self-financing capacities of heavily
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capitalized firms like Krupp and Gelsenkirchen — was enhanced during the
1894~1913 period. However, it was indusiry rather than the banks which took
the initiative. In several sectors, the firms which survived and thrived between
1887 and 1907 were the ones which integrated vertically and diversified, and
for this capital was needed. And from the mid-1890s the big banks were most
effective, not through the negotintion of substantial long-term loans, but through
the extension of current account facilities to firms,?® Further, a large pro-
portion of the ownership by banks of industrial shares was the ownership
of shares that the banks had themselves issued for an industrial concern. That
18, after the bank issued the shares it would buy them up itself; it would then
be in the bank’s interest to sell the shares as soon as possible. This is hardly
a picture of banks vying for controiling shareholdings in companies. To
underline this point, in 1912, only one German bank had more than 3 per
cent of its assets invested in industrial shares 2!

Finally, as Hopt argues, the position of banks on industrial boards of divectors
was a complicated matter.Z2 The banks tended to perceive their interests in
terms of price and production stability and hence tended to opt for caution,
rather than innovative investment, in their attitude towards industrial firms.
In addition the increasing heterogeneity of interests on the boards of directors
provided top management with a great deal of autonomy from the interests
of any shareholding group, while in family firms like Siemens which were
at the same time joint-stock companies, the banks conld hardly expect to carry
undue weight on the Aufsichtrate (board). As Hopt shows, the most impor-
tant functions of the banks’ representatives on industrial boards were the
contacts they provided external to the firm. Their representation on many
boards as well as their desire for stability motivated them to pursue policies
of cartelization, and a conservative cartelization at that.

We will now consider the role of the state in the structuring of German
organized capitalism. First, the state, through its protectionist policies,
promoted the organization of commodity markets and capital markets. 2
Most of the period of organized capitalism (apart from 1919 to 1927) were
protectionist years. More precisely, during the period from 1873 to 1945,
Germany was at its most protectionist, ceteris paribus, when heavy industry
was uncompetitive internationally. Inefficient Prussian large landed agriculture
was also always protectionist during this period. For the state to adopt such
policies, these landed interests needed allies from heavy industry. The story
of the quid pro quo in the 1870s between the state and Bismarck on the one
hand and heavy industry on the other, whereby the industrialists sacrificed
their liberal principles for their economic interests, is well known. It is worth
remembering that the sacrifice of such universalistic values was a step in the
direction of accepting the characteristic ideologies of organized capitalism.
Second, the state organized markets through the promotion of cartels. It enacted
legislation which faciiitated cartel formation, and also imposed the formation
of cartels in, for example, the marketing of potash. Cases such as this served
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as an incentive to firms to organize cartels ‘independently’ rather than submit
to enforced state organization.* Third, the state promoted the concentration
of industry through the creation of demand in sectors in which survival was |
only possible through vertical integration and mergers. Important in this |
connection was, initially, the demand that was created through state-owned !
railways and its effects on the expansion of heavy industry; and of particular
importance was the demand created by the local state which acted as a catalyst
for the electrical industry.?s

The personnel of governing bodics is an interesting indicator of the changing
relationship between state and capital during the development of organized
capitalism, First, we shouid note the importance of the recruitment of govern-
of top Ruhr industrial leaders, for example, had served and/or trained as
government bureaucrats in the decades leading up to the First World War.
Over 26 per cent of high-level entrepreneurs in Upper Silesian heavy industry
during this same period were government officials at the same time as they
were employed as top managers. Second, the experience of industrialists in
the army and the bureaucracy led to their adoption of typically organized
capitalist formal rules of organization iz private enterprise. Third, though
we should not underestimate their capacity for ¢ynicism, the biographies of
key Ruhr industrialists indicate that their development of private social welfare
programmes for workers was partly motivated by a ‘universalist’ mentality
which they had acquired as civil servants,26

Industrialists themselves only became elected memebers of municipal and
Land (provincial) bodies on any kind of scale with the advent of organized
capitalism, During liberal capitalism, professionals, notables, merchants and
aristocrats filled these positions. Aristocrats continued to do so on a very
significant scale well into organized capitalism, especially in commercial and
administrative centres. In industrial towns - and many of them were not large
enough to obtain municipal status and the creation of a city council until well
into organized capitalism — the large entrepreneurs came to dominate.?” For
example, from 1852 to 1913, among leading Rubr entrepreneurs, 24 per cent
of top managers and 16 per cent of company owners were elected to municipal
councils; and 13 per cent of managers and 12 per cent of owners were members
of a comparable supra-regional body. Similarly, in Upper Silesia 16 per cent
of owners were representatives in supra-regional bodies. Most of this member-
ship, especially in the Rubr, came in the later years (in particular after 1894)
of this period, 1852-1913.

Most significant, perhaps, in this context is the relation of industrialists
to non-elected, of at least not directly elected, officers of central and local
government. The most important of these were the provincial and district
governors, the Landrite and mayors. The governors were the Reich’s represen-
tatives and had primary responsibility for the supervision of county and
municipal government. There were, for example, three district governors in
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proximity to the Ruhr, as well as the provincial governors of the Rhineland
and of Westphatia 8 These governors were not from the local area. They
differed from the industrialists in their noble backgrounds or aspirations; tl}elr
aducation was in law, not in commerciat or technical fields as was typical
among industrialists. Politically, the bureaucrats were quite often Conserva-
tives and the entrepreneurs National Liberals. Yet there was a great deal of
personal and social contact between the governors and the businessmen, who
were after all the local elite. The industrialists recruited retired civil servants
or their refatives to their boards of directors in order to influence the govern-
ment. Requests for contributions from the entrepreneurs (o conservative' ar!d
nattonalist causes ofien came via the governors. And the governors paid in
kind. Por example, they helped the industrialists to evade Berlin’s factory
legislation - such as, the 1908 Bundesrat Order regarding shopfloor work-
breaks 1n the iron and steel industry — by granting exceptions. qu}a.lly t!le
governors, who if they excelled in their role could hope for a fulurg ministerial
post, were the conduit of information on strikes and other industrial matters,
which was passed through them from the industrialists to Berlin. .

In this, and in other ways, there was a shift away from bureaucratic
universalism in this period towards an increasing entwinement of bureaucracy
with the interests of big business, and a growing identification ‘with dw
aspirations of the nobility.?® It was government policy during the .Wﬂhclmme
period to use a system of effective quotas to ensure that the aristocracy of
cach of the various Ldnder was represented in the highest administrative
offices. And not only in the very highest offices but in the next level too:
some 62 per cent 'of the Ldndrate, for example, were of aristrocratic back-
ground, as well as many of the provincial governors.

Organization at the bottom

The second stage of organized capitalism involves the development of
orgamzation at the bottom. It typicaily consists of welfare legistation, (_)ﬁen
the growth of some kind of ‘corporate bias’ or tripartism labour relatlfans,
and various forms of government planning and regulation. This may take either
a social democratic form (as in Sweden in the 1930s, or in Germany’s Weimar
Republc in the 1920s) or an authoritarian form (as in fascist laaly and Germany,
or Vichy France).

In Germany and Germany alone was the substantial growth of thg w.l-,lfare
state connected with organized capitalism’s first stage, i.e. organization at
the top. Thus using Flora’s index of social insurance coverage, we see that
the ‘take-off’ of German social insurance preceded that in Britain and Sweden
(which took place just before the First World War) by some twenty years.®
Another set of new advanced capitalist countries ~ Denmark, Norway, Finland
and the USA - had their take-offs in the 1930s. Finally, Italy and France
experienced qualttative lift-offs only in the post-war period. Whereas welfare
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legislation in Britain, Sweden and the USA around the time of the First World
War was the work of liberal parties, and the advances after the Second
World War were due to social-democratic and Christian democratic forces,
the late ninteenth-century German legislation was organized by conservatives.
Likewise in Germeany, in contradistinction to most other countries, the take-
off of a welfare state system was wholly detached from even the beginnings
of a “‘corporate bias’. Germany, then, was the only country in which the take-off
of welfare was categorically from ‘above’,

The first set of Acts were legislated from 1880 to 1883 and comprised
accident, sickness and old-age insurance.3 Curiously, some of the most
important original supporters of Bismarck’s legislation came from heavy
industry, largely as a quid pro quo for Bismarck’s protectionist legislation
of 1879 but also - and this seemed to be the prime motive for Bismarck himself
— as part of a package including repressive policies aimed at the Social
Democrats (SPD). By the mid-1880s, however, when costs became apparent,
heavy industry became more critical.** The second substantial improvement
in the German welfare state came with the 1927 passage of unemployment
insurance legislation. Neo-conservative ‘overload’ theorists’ hence claim
that the Social Democratic Party (SPD) acted too much like a trade union
with its demands on unemployment insurance, and that it put the day-to-day
interests of its constituents before the safeguarding of the democracy of the
Weimar Republic. Weisbrod has, however, counterposed an effective case
against this thesis.>* He notes that the legislation called for a contribution
to the unemployment fund of 3 per cent each from both labour-market part-
ners, which was sufficient only to support 800,000 unemployed. The 1929
increases in job losses led the SPD to demand a 4 per cent increase in the
contribution from both sides and the reteation of guaranteed state loans to
the unemployment fund. The German People’s Party (DVP — the Weimar
equivalent of the National Liberals) proposed however that from 1929 benefits
be substantially reduced, to the extent that 60 per cent of the unemployed
would have been dependent on a rate of benefits below the old public-aid
level. Rejecting a compromise with labour (after the departure of Stresemann),
the DVP — in whose ranks heavy industry had just begun to dominate — acted
to push the SPD out of government. In this they succeeded in March 1930;
it was a success which meant the end of parliamentary government in
inter-war Germany.

Political sociologists have often made the connection between the problem
of overloads and the growth of corporatism,‘There is considerable controversy
as to how to interpret the Weimar Republic with respect to these issnes, 3 '
Om’mew:sthatﬂnewerenmpmlmﬂmrpmmtdevelopnmﬂsmmeWenmr
Republic but that these should not be overemphasized.

Theﬁrstofﬂlesedevelopmemswasﬂleagrmbetweenthelmnand
steel industrialist Hugo Stinnes and the leader of the Aligemeiner Deutscher |
Gewerkschafisbund (ADGB, General Confederation of German Trade Unions),

GERMANY: THE IDEAL TYPE? 27

Carl Legien. In a series of negotiations carried out between October and
November 1918, leaders of a coal, iron, steel, engineering and electro-technical
jndustries agreed to an eight-hour working day and union recogaition and
bargmmngnglm The Stinnes-Legien agreement led also to the creation of
a quasi-corporatist institution, The Zentralarbeitsgemeinschaft (ZAG), whose
intention was o avoid state control of the economy through agreements between
industry and labour. The immediate achievement of the ZAG was to take
demobilization out of the auspices of the Reichswirtschafisamt (the Reich’s
economics office) and tum it over to & newly created demobilization office
which was to work in close collaboration with the ZAG. The other proposed
corporatist body was Wichard von Moellendorff’s largely unimplemented
Gemeinwirtschafisplan, which was developed in the Reich’s economics
mipistry in 1919. This was a plan which would have significantly strengthened
the hand of the state in the economy, though it was based on self-governing
bodies in industry. Though never completely clearly fornmlated by Moellendorff,
who had formerly worked at the war office with Walther Rathenau, the plan
envisaged considerable state control in the areas of production, prices and
export controls. Its proposed central body was also, as opposed to the ZAG,
to have executive as well as general economic and social policy formulating
powers. The self-governing bodies were to include not only representatives
from industry and labour, but also merchant and consumer delegates. Some
heavy industrialists supported the Moellendorff idea, but only in the face of
threats of revolution and socialization from below. The industrialists far
preferred the ZAG, although the latter was based on a set of organs set up
on the basis of parity between employers and workers. The ultimate goal of
the industrialists, however, was to free themselves from the ZAG as well .36

Although these ‘corporatist’ institutions were not effective, and although
heavy industry especially used them only tactically, at least the question of
such institutions was placed on - and was central to - the political agenda.
The only participants who were sympathetic to a corporatist solution — the
German Democratic Party (the ‘social-liberai’ DDP) sympathizers who were
involved in the drafting of the Weimar Republic’s Constitution, some right-
wing Social Democrats, and some leaders of the new industries, such as
Siemens and Duisberg, who were more willing to go along with the eight-
hour day and the establishment of bargaining structures with unions - were
relatively marginal actors. The active driving forces, from the sides of both
capital and labour, were basically unsympathetic to a corporatist compronnse
The latter was also the case during the Weimar’s ‘good years’ of 1924-9,
Wwhich Maier has characterized as corpomlst

Nor were the latter years fully corporatist, in that the state was less a full
| Partner in a tripartism than a referee between capital and labour. Equally there
Was too little trade union centralization to qualify these years as fully cor-
boratist. Profitability had sunk too low at the expense of wage gains, and
Reither capital nor labour was opting for a compromise solution. Labour
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veered towards anarchism in its instrumental collectivism; and ADGB plnmr
for an ‘economic democracy’ were more gradualist socialist than corporatist,
Capital, and cspecially heavy industry - but more and more also the ne
industries - were cynical about collective bargaining and looked forward opent
to the day when labour would be routed.’” None the less, the relative stand.
off between capital and labour from 1924 to 1929, with a social-democrati
state intervening as impartially as possible in industrial disputes, along wi
high growth rates and arguably relatively favourable wage gains, are clea
indicators of organization at the bottom. Capital, especially heavy industry
was nostalgic for the days when organization was only at the top and a stron
state coexisted with a large measure of independence for entrepreneurs, Thi
is clear from the 1925 report of the Reich Association of German Industry’
Sonderausschuss fiar ein Wintschafisprogram.’® When the industrialisty
achieved their goal with the successful offensive against labour in 1929-30,
the Depression deprived the moment of much satisfaction, and this was further
diminished after the Nazi accession to power.

Germany: conclusions

The unique profile of Germany approaches the organized capitalist ideal
in that high levels of organization took place rather early on at both “the top’
and ‘the bottom’: in the economy and civil society, on the one hand,
in the state, on the other. At the top, and in the economy, no country match-
ed Germen heavy industry in terms of concentration and forward and
integration; only the USA matched German heavy industry and its new
electrical and chemical industries in the development of modern manag
structures and in its overall strength. No major country boasted a comparative
level, though its legacy was ambiguous, of cartel formation. In civil society,
only Sweden was a match for the strength of the employers® associations.
At the bottom few countries matched Germany at the turn of the century for
the strength and militancy of working-class organization; no country came
close for political working-class organization; precedents were set in the early

of organization. In Germany it was capital which, in an unparalieled one-
sided manner, was doing the organizing. The dominant classes were not only
key in bringing about state organization through high levels of protectionism
from the 1870s, but it was the ‘top’ itself which organized the ‘bottom’ in
the Bismarckian social insurance legislation. This inordinate role of the
dominant classes in the organization of the state was in large part due to tth
very strength and perceived threat of working-class organizations in civil
society. The year 1918 began more than a decade of working-class militancy
and perceived proletarian threat, in response to which the National Socialist
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organization (from the top) of the state — in terms of ‘planning’ and effective
‘Keynesianism’ — constituted a perceived solution, Even the initial post-war
expansion of the welfare state in the 1950s and early 1960s came from the
top — from Christian democracy — and not from social demo_cra_cy. .

We will now tura to the other prototypically organized capitalist soc:;ty
of the five nations under consideration here, that is, Sweden, in which
organization ai the bottom has been of unsurpassed strength.

SWEDEN, FROM FINANCE CAPITAL TO SOCIAL DEMOCRACY

One of the key elements in distinguishing differential naﬁ(?nal paths in.s .the
development of organized capitalism is the question of who is the organizing
force: that is, the set of social or political actors or collective actors - w!mt.ler
a social class or class fraction, an interest association or political party ~ whxc,h
cakes on the primary role in-bringing about the mgamza}ion of a country’s
capitalism. Heavy industry, as we have seen, was cruglal s the motor of
organization at the top of German capitalism, while organization at the bottom
and 1n particular the growth of the welfare state largely came about thro_ugh
itatives also taken at the top. Sweden, whose profile as a highly organized
society comes closest to resembling the German, could not have been more
different in terms of its organizing forces. During the initial moment of
development or organized capitalism in Sweden, in the decades spanning t}]e
turn of the century, it was not industrial but finance capital that was the main
agency of organization. From the inter-war years by contrast, aqd allowing
that Sweden had perhaps the most organized capitalism of any major western
pation, it was the labour movement itself — first the Social Democrats and
then the central trade umon confederation, the Landsorganisationen (LO) -
which provided the motor of organization.

Organization at the top

Organized capitalism developed rather later in Sweden than in Germany. In
the period from 1893 to 1914 industrial capital was not particularly concen-
trated, and the state functioned more as a night-watchman state Al.thougl:l from
the 1930s Sweden has been the most highly organized of societies, this was
not the case at the turn of the century. What explains this relative slowness:
to ‘organize’? In chapter 1 we noted two general factors affecting the ‘pace

of organization. The first is the extent to which pre-modern ~ especially feudal
and guild - corporate forms survive intact into the capitalist period. The tmore
pervastve these social and political residues are, the more they will faci.hm.te
the development of organized capitalism. On this point, Swedish capitalist
organization would have been inhibited by the relative weakness of such
corporate groupings in pre-modern Sweden. Feudal institutions stayed at a
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place for social transfer and family allowances, and a strong workplace linkage
of social security. Fully 20 per cent of French GNP was devoted to social
transfers in 1975, second only to the Netherlands in the West. At this time
Sweden devoted only 16.6 per cent of GNP to social transfers; West Germany
6.7 per cent; Britain 11.1 per cent; and the USA 10.4 per cent.* In terms
of total social spending as a proportion of GDP France has done less well:
22.7 per cent in France in 1975 compared with 27.9 per cent in West Germany.
It should be noted that despite the absence of left governments in the Fifth
Republic and, relative to other countries, the less rapid growth of social
spending, the French welfare state continued o grow strongly in absolute
terms. Thus social transfers as a proportion of GNP amounted to 11.3 per cent
in 1950, grew to 13.2 per cent in 1959, and from 1961 to 1975 steadily
increased from 13.5 to 20 per cent.®

In 1975 the proportion of spending on family allowances of all social
spending amounted to 19.6 per cent in France, in comparison to 10.6 per cent
in Britain and 10.2 per cent in Germany.* Generally it should be noted that
in countries with a majority Catholic population, family allowances have
consistently figured more prominently in social spending than in Protestant
countries. Equally, in Catholic countries the struggle for family allowances
has often been quite separate from the labour-movement inspired struggle
for other social benefits. In France the family allowance issue was also inter-
twined with the ‘demographic panics’ of the nineteenth and especially the
twentieth centuries, and with the rise and pervasion of French nationalism.
The notion of social welfare spending as functional for the demographic health
of the ‘social body’ was, we noted, also central to the development of the
Swedish welfare state. The importance of this issue is highlighted by Foucauit,
for whom an important objective of modemity is the expanded demographic
reproduction of the social.*? In the Swedish and in the French cases there
were a cluster of interarticulated ideological/political notions revolving around
the modern, the social, demography, and nationalism. The comparative point
here is that, whereas in Sweden this ideological constellation — especially
in regard to the demographic question - found its elective affinity with Social
Democracy and the working class, in France the class agents of ‘modernization’
were petits bourgeois and often Catholic and on the right. Thus in 1899
employees in parts of the public sector were awarded salary bonuses for large
families, a practice which was extended in 1913. The heavy death toll of the
First World War brought about the birth-rate bonuses of 1918 and other child-
rearing subsidies of the following year, as well as the reform of public
assistance to families of 1923. Another demographic panic - given impending
hostilities ~ brought about the fixing of large family compensation for ali
employers at a significantly higher level in 1938, and at a yet higher level
the following year by the Haut Comité de la Population. The CGT and the
left opposed these enactments in the inter-war period on the grounds that they
were divisive of the working class.4
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A further distinctive characteristic of French social spending has been the
extent to which it has been linked to the workplace. Thus perhaps the main
fanction of the post-war comités d'entreprise has been the management of
social security funds. When unemployment benefits finally — more than two
decades later than in most other countries ~ came on to the agenda they did
so not through legislation nor executive order but through a national collective
bargaining agreement. This was the 1938 accord which created the Associarion
pourl ‘emploi dans U'industrie et le commerce (ASSEDIC). These associations,
with union and employer representatives on their boards, managed the
msurance funds which covered ail employees in commerce and industry.?
This is again illustrative of policy-making via a bipartite corporatism excluding
labour as an organized interest in that (1) the comirtés d’entreprise have
inhibited, and arguably were designed to inhibit, labour from constituting
a presence on the shopfloor; and (2) the most important interest organizations
of labour have typically not been participants in national bargaining agreements.

In France the economy-and civil society - partly due to its very economic
forwardness, that is, its gentle industrialization and long-enduring overly
large class of urban and rural petits bourgeois — were extraordinarily undel:-
organized. We explored this underorganization in the economy in-some detail
above. In civil society it was most strikingly and significantly instantiated
in the low membership density and instability of the trade unions. If — like
Germany - the ideology and the practice of class struggle were pervasive
from the turn of the century until into the 1970s, then - unlike Germany
- the ideology and practice of collective organization were absent. This
American-like small property owner’s individualism was, however, unlike
in the USA, paralleled by a renowned tradition of statism. Thus - as we saw
above — the absence of the propensity of capitalists to organize French
capitalism in the economy and at the top, was belatedly compensated for after
the Second World War by the state. In a not wholly dissimilar manner, the
lack of propensity of workers to organize in civil society meant that French
capitalism was also organized at the boitom, and in particular here we refer
to the post-war growth in social spending, largely through the agency of the
(in no way working-class) state.

UNITED STATES: INSTRUMENTALISM AND PROGRESSIVISM

More than any of the other societies under investigation, the United States
approximates the crude ‘state-monopoly capitalist’ ideal type in that it seems
to demonstrate both an extraordinary fusion of banks and industry and a state
Whuch is the clear instrument of the cconomically dominant class. In the early
part of this century, for example, the largest industrial firm was controlled
by the same man as the second largest commercial bank, and the largest
Commercial bank was controlled by the same man as the second largest
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industrial firm. And instrumentalism was demonstrated in the same period
in the day-to-day contact between the president and top industrialists, the
domination of industrial interests on various regulatory commissions, and the
quasi-governmental role assumed by major business Jeaders in the Firse
World War.

To come to any understanding, we shall see, of the American state under
organized capitalism, it is pecessary to analyse the elusive phenomenon of
‘progressivism’. It is in the Progressive era, from 1900 to 1920, that the
American state became more instrumentalist than did the state in any society
under consideration in this book. It is at the same time largely due to the
input of a number of Progressives and a transformed progressivist ideology
that the state during the 1930s New Deal gained considerable autonomy from
capital. Further, the Progressive movement and later the Progressive ethos
had figured as important inputs into the development of the American welfare
state.

Organization at the top

Two centrally significant issues to be analysed here are, first, the role of
banking capital in the development of American organized capitalism; and
second, the degree, forms and effects of the concentration of industrial capital.
We will deal with these issues in that order.

The main financial institution in the USA was the investment bank, which
had typically begun as commercial capital operations in dry goods and clothing.
Investment banks were not involved in industrial 1oans until the organized
capitalist 1890s, but previously floated securities mostly abroad for railroads
and state and local governments, They were also the primary creditors of
American railroads. When in the early 1890s - due to asset stripping and
ruinous competition ~ some one-half of rajlway assets came to belong to
bankrupt companies, these assets passed into the receivership of the investment
bankers, foremost among whom was J. P. Morgan.%®

The cartel formation and mergers in industry of the 1880s were mainly
carried out in oil, meatpacking and other agricuitural products industrics
without the involvement of financial institutions. The much larger merger
wave of 18981903, that saw the creation of such firms as United States Steel.
American Tobacco, International Harvester and Du Pont, was largely the result
of the financial institutions. From 1895 to 1904, American firms disappeared
at an average rate of 301 per year.5! As a prelude to this avalanche of
mergers, J. P. Morgan oversaw the crucial joining of Edison Electric Company
and the Thomson-Houston Company to become General Electric in 1892,
with the resulting placement of two Morgan partoers on the new company 'S
board of directors. Morgan also oversaw the largest merger ever in America,
in the formation of United States Steel in 1901; US Steel was formed oul
of what had originally been 138 companies, and controlled 62 per cent of
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the market at its creation. In the economically central and technologically
advanced agricultural machinery sector the McCormick and Deere companies
merged 1n 1902 ~ overseen by George Perkins again of the House of Morgan
_ to form Intermational Harvester; in 1918 Harvester controlled some 65 to
g0 per cent of the product market in the company's main lines of binders,
mowers and harvesters. Bell Telephone Company (the precursor of American
Telephone and Telegraph (AT & T), who were the precursor of International
Telephone and Telegraph Corporation (ITT)), had 2 monopoly over telephones
and lines from 1877-9 until 1894 when their patent expired, With competition
now entering, Morgan, Bell’s premier financier, aided in the establishment
of long-distance lines between cities. From 1907 AT & T’s capital needs
catapulted Morgan into a controlling position where he engineered a policy
of merger with the independent companies.*

The seemingly ubiquitous House of Morgan were not the only financiers
forming industrial capital out of these mergers. John D. Rockefeller created
a financial group through the profits of Standard Oil, and thus came to dominate
the (commercial) City Bank of New York, later to become (he National City
Bank. Through the latter, Rockefeller was able to control the predecessors
of both the Anaconda Copper Co. and Commonwealth Edison and able to
back E H. Harriman's (at times Morgan’s greatest competitor) railroad
ventures Also at this time the banking business was undergoing a process
of change. First, financiers began to take over the major life insurance com-
paaies; for example, by 1910, Morgan had control of the nation’s three largest
insurance companies: Equitable, Mutual and New York Life. More important
was the shift towards the domination of the comwnercial banks. The Morgan
group went into an ajliance with, and then took control of, the First National
Bank of New York, and through allowances and interlocks were connected
with a number of other major commercial banks. These, however, were
pure-type commercial banks as debtors only; as creditors they took on
investment banking functions.>

What explains the turn of the century merger wave? A comparison with
the smaller cluster of mergers of the 1880s is instructive. The motives for
this wave in the 1880s in which trade associations were quickly replaced by
relatively integrated companies were (1) to stabilize markets in which there
t_t)ustcd destructive competition, and (2) to realize econommes of scale through
integration. Because of the nature of the industries involved the intervention
of finance capital was unnecessary. Moreover, the investment banks had then
been occupied with railway activities, By contrast, the qualitatively larger
turn of the century wave took place in a different set of conditions. First and
foremost, with the decline of opportunity for railway investment, industry
was the only logical place for the invesiment banks to go for investment
Opportunities. Second, most of the industries then important, because of the
high ratio of intial capital layout to initial sales, needed external finance in
order to expand, Third, US corporation Jaws were liberalized in the late 1880s
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and the 18903 and this made it easier to grant corporate charters, to raise
the limit on authorized capitalization and for one corporation to own shares
of another,%

In the event, the investment banks went about their merger activity in
much the same style as they did in the railways, that is, through the issue
of a large proportion of ‘watered stock’, which represented the costs of
merger and the anticipation of future eamings. With the watered stock, the
total value of stock issued was often set at about twice the value of the
firm’s capital assets. This enabled the investment banks, through stock-
holding, to be in a position of control over the firm. But whereas this watering
strategy may have been ~ at least temporarily ~ successful on the railways,
in industry it was disastrous. In industry the heavy fixed interest and dividend
payments, which such capitalization entailed, brought down profits and
made merged companies non-competitive with independents, who quickly
increased their share of product markets. Equally, economies of scale were
not realized because these horizontally-merged firms did not integrate, either
horizontally or vertically, but often (the prime example is US Steel) persisted
as holding companies.>

In the 19203 there were a number of significant changes in American capital
markets. First, antomobiles and chemicals, the ‘new industries’ which attained
a special primacy in the 1920s, grew mainly out of internally generated profits,
as did a number of the industries which expanded enormously from automobile-
created demand, Second, for the first time individual investors — as distinct
from financial institutions (stockbroking firms are not financial institutions)
- came to play a pervasive role on security exchanges. At the same time,
towards the end of the twenties, stock issues began to raise more capital for
industry than bonds. Third, new investment banks began to challenge the old
on security exchanges, where they were joined by a new institution, the
investment trust, which (unlike the investment banks) issued its own stocks
and bonds and then invested itself in other securities. Fourth, commercial
banks took on pew functions. Originally drawing on the wealthy and on
corporations for deposits, new West Coast banks like the Bank of America
also attracted small depositors as creditors. Also in the 1920s commercial
banks began to form security affiliates which (as Swedish and German banks
did} underwrote and held securities, After the First World War, the USA
became for the first time a net creditor nation and New York became the
world’s banking centre, with the Federal Reserve, created in 1913, taking
on the functions of the bankers’ bank. The houses of Morgan and Rockefeller
also prospered. The expansion of utilities in the twenties necessitated large
issues of new securities. Great public utility holding companies in electric
light and power were created, the two largest of which were controlled by
the Morgan group from 1921; to these firms the Morgan group added control-

ling interests in RCA and Kennecott Copper by the late twenties. The
Rockefeller group began at this point to operate mainly through the Chase
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Manhattan Bank, and also obtained control of the Metropolitan and the
Equutable Life Insurance companies. 6

Overall, although banks and industry have been very significantly inter-
connected in American organized capitalism, the main power of banks has been
its veto and not one of determining investment strategies.s? For considering
the development of particular industries it is useful to divide the history of
modern US industry into four periods which are at the same time four
successive modes of capital concentration: the first, of largely *horizontal
integration in the 1880s; the second, of (a) the unproductive mergers and (b)
subsequent successful vertical integration of the 1890s to 1920s; the third
of diversification and the creation of multidivisional emerprises which began
in the 1920s; and fourth, the 1960s formation of conglomerates, in which
industrial capitel, in effect, takes on the role of finance capital.

During the 1880s horizontal combination took place especially through the
form of trusts in the refining and distilling industries. In several of these
(petroleam, cotton-seed oil, whiskey, refining) in which technologies
were available for economies of scale,ﬂ;':linc conalmatlm of production
took place in fewer, larger firms which were more optimally located with
regard to markets, The case of Standard Oil is instructive in this context.5®
To stabilize prices in petroleum refinery, John D. Rockefeller took the lead
in creating a cartel in the 1870s. To inhibit the continuing entry of ‘wildcat’
refiners, Rockefeller put the cartel in a monopoly position in terms of reduced
transport rates from the railroads. Trading securities with cartel members,
Rockefeller was able to acquire over 50 per cent of the total stocks and bonds
of cartel members by 1880. This horizontal integration permitted rationalization
when the introduction of the long-distance crude-oil pipeline enabled the
relocation of refining capacity nearer to markets and in larger units.

In the food-processing industry vertical integration began on a very large
scale.% The key to this was successful forward integration into wholesaling
and sometimes refailing. In meatpacking, where littic advance in production
technology was possible, integral to expansion were sales and transport, and
In particular the ability to shift meat from the Midwest to markets in the eastern
cities. The Swift Company was the first to develop in this, using not just
reﬁ_'lgefated railway cars, but building refrigerated storage facilities near the
main cities. The company, incorporated in 1885, then, in the early 1890s,
dev?loped a sizeable purchasing department to organize systematically the
buying of cattle. Swift was thus one of the first of the functionally-integrated
industrial firms, with substantial purchasing and sales departments. By 1905
they and four other meatpackers controlled 35 per cent of the market in the
Industry, In machinery manufacture concentration through horizontal integra-
lion was unpecessary for reasons of finance because reasonable levels of sales

were possible without a large inifial capital outlay. Crucial though was the
sales and servicing of equipment that was difficult to use. Thus, paid staff
\nstead of commissioned agents came to be used in wholesaling. Important
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also was the development of franchised dealers for advertising, final sales
and service. Most successful firms in mechanical engineering grew through
such vertical (downstream) integration.

Gennan industry, as we noted above, concentrated and took on similar
management patterns at about the same time as the USA;S! America,
however, underweat this process on a far wider scale. The major explanatory
factor operating here, we believe, was the existence of mass consumer markets.
Germany developed modern managerial structures in industries - coal, iron
and steel, electro-technicai, chemicals ~ which sold either on capital goods
markets, and/or to the (central or local) state. The first genuine burst of
Amet:ican concentration took piace in oil, food processing, agricultural
machinery, and sewing machines. Apart from oil (which was a massive
exporter of its central product, kerosene, before 1900) this concentration,
either through the production of standardized machinery and/or the creation
of a rationalized sales apparatus, was oaly possible because of the existence
of well-paid urban and rural popalar classes. It has been estimated that in
1905 German real wages were only 42 per cent, British real wages 56 per
cent, and Swedish real wages 47 per cent of the American figures. In 1930
the corresponding proportions were 40 per cent for German, 51 per cent for
British and 60 per cent for Swedish industrial workers.52

In organized capitalism, then, capital typically undergoes concentration,
ﬁrst,m{onghhoﬁmmlandv«timl integration, which yields to development
of functionally-departmentalized managerial structures. The second wave of
concentration takes place through diversification and leads to the development
of the multidivisional company. The difference between a functionally-
departmentalized and mmltidivisional structure is that the latter is composed
of a number of divisions ~ based on product or geographical lines — each
one of which has various staff departments.5® In the USA both renewed
concentration and transformation of managerial structures were catalysed by
the mass consumption of motor cars. This brought about the total reorienta-
tion and expansion of the oil industry, the quick concentration of the rubber
industry, and the transformation of the steel industry. Three American firms
to move very early to multidivisional structures were Du Pont, General Motors
(GM) and Standard Oil of New Jersey. The two former became multidivisional
through divessification, and thus their divisions were along product lines.
The 1920-1 post-war economic crisis led to Du Pont and GM restructuring
as muitidivisional firms. In the case of Du Pont, as it was much later to be
elsewhere, the unfavourably high ratio of financial resources to narrow and
collapsed markets forced diversification.® There were two main necessary
conditions for such managerial restructuring, both of which had functional

equivalents in Germany, though acither had functional equivalents in Britain
or Sweden. The first was simply that the firms possessed the economic
resources for such rationalized restructuring. We remember in Sweden that, in
the absence of such resources, it was the banks that had to control and oversee
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rationalization in response to the same recession. In Britain it was a catalyst
ot to the development of multidivisional structures — or to insufficient diver-
ssfication — but instead to the adoption of the (already tried in several countries)
structure of functionat departmentalization. The other condition was on the
level of what Bendix some time ago came to characterize as managerial
ideologies. If in Germany such rationalizing ideologies had their origins in
the mulitary or state bureaucracy, in the United States the origins were arguably
in the engincering school. This explains not just American development
of Taylorist-type shopfloor arrangements; it also explains the growth of
managerial hierarchies. Three members of the du Pont family, trained at the
Massachusetts Institute of Technology (MIT),bad brought about such radical
restructuring of company rnanagement in the two decades before 1920 that
when diversification came, the managerial structure was already on the ground
that could effortlessly adopt the multidivisional form. And it was Pierre du
Pont himself who, after acquiring GM in the crisis, laid the groundwork for
the multidivisional structure of this already diversified firm. As for Standard
Oil of New Jersey, it was the enormously rapid expansion of markets for
petrol for motor cars, in conjunction with the geographical scatteredness of
sources of crude oil and the expense of transporting refined gasoline to areas
of final consumption, which made a geographically-based multidivisional
siructure necessary.5
Let us then attempt to analyse the state in organized capitalist America
via the phenomenon of ‘progressivism’. The Progressive movement began
before 1900, essentially as a response of certain ‘middle-class’ elements
to the problems caused by industrialization. Progressives aimed at a number
of reforms regarding labour, capital and the state: labour, in regard to
their early efforts to unprove the quality of life in the slums and support
of workmen’s compensation; capital, m their push for limitation and regulation
of monopolies, including the restriction of big business access to political
power; and the state, in their programmes for municipal ownership of utilities
and for a more general reform of urban machine-dominated politics. The
Progressive era is normally said to have commenced in 1901 with the
Theodore Roosevelt presidency. Though not a member of the Progressive
Movement, Roosevelt had, as Governor of New York just before the turn
of the century, imposed taxes on corporation franchises. As President from
1901 he gained a ‘Progressive’ reputation due to putative regulation of
the ‘trusts’ through his resurrection and use of the Sherman Anti-Trust
Act %6
On closer examination, however, it is clear that the large corporations not
only acquiesced m, but in part co-directed, their own regulation. Furthes-
more, the stiffest use of the Sherman Anti-Trust Act in the Supreme Court
decisions of 1877 and 1899 had the effect of discouraging pools and cartel-
like agreements and instead encouraged the largest merger waves in American
history, and thus, as we mentioned above, reinforced the power of the largest
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corporations. The most renowned use that Roosevelt made of the Sherman
Act was in his ordering of a successful suit again the Nosthern Securities
Company in 1902, This seemed to strike at J. P. Morgan railroad interests:
it banned the formal device of the holding company, yet the de facto holding
company continued to exist. Roosevelt’s relation to Morgan interests was to
say the least problematic. George Perkins, a Morgan partner, was key in the
drafiing of Rooscvelt’s regulation legislation. Probably the most universally
recognized contravention of the Sherman Law was the receipt of railroad
rebates by the trusts. Yet when it became apparent that the Morgan-controlied
International Harvester was receiving rebates from a Morgan railroad in 1904,
no such litigation took place. Further, Elibu Root, long deeply involved with
Morgan interests, became Seccretary of State in the second Roosevelt
administration in 1905.

Perhaps the most striking and widely publicized failure of Roosevelt trust-
busting involved the Morgan-financed US Steel. Progressive supporters of
Roosevelt, and organized small business, expected litigation when the company
extended further its market dominance through the purchase of Tennessee
Coal and Iron in 1907, Roosevelt refused titigation on the shaky grounds that
such acquisition was pecessary (o save an investment firm which held the
shares of the Tenmessee company as collateral. Finally, as a kind of bad joke
mocking the Northern Securities decision, in the last two years of Roosevelt’s
administration, Morgan was permitted to become owner of the majority of
assets of New England’s railroad system.$?

Counter-factual explanation is a thorny business. It is, however, likely that
the large corporations would not have pushed for their own regulation in the
absence of the Sherman Act. It is clear that the movement for the establish-
ment of regulatory agencies by big business came only after the passage of
Shesman. Equally, most efforts by big business to promote such regulatory
agencies was apparently in reaction to the unpredictability which entered
business life because of the intermittent, and seemingly arbitrary, use of
Sherman suits. Thus, the instrumentalist interpretation of the American state,
though arguably valid on counts of the consequences of state policy and the
frequency of contact between big business and state personnel, is less valid
on the count of business intentions and state policy.

At this point we should note the contemporaneous balance of political forces
in the USA. Large-scale industrial capital had formed the National Civic
Federation (NCF) in 1900, in direct response to Sherman litigation; the NCF
grew out of a conference on the regulation of trusts in Chicago in 1899. Morgan
interests were very strongly represented on the NCF; much of the federation’s
legislative effort spearheaded by George Perkins, a Morgan partner, who
consistently had access to Roosevelt’s ear, The NCF was relatively liberal
on trade-union matters, conceding that a broad reading of the Sherman Act
would protect unions as well as the large firms from litigation, Smaller business
men were organized in the National Association of Manufacturers (NAM),
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vociferously hostile to trade unions, whose sympathy for tmst-bushng and
a narrow reading of Sherman made them the awkward pohqca.l bedfe]lo.ws
of the Progressive movement. Samuel Gompers of the Amencan Federation
of Labour entered into ‘quasi-corporatist’ relations with the NCF and the
government, thus isotating the left-wing unionists and socialists, who _found
2 number of interests in common with the Progressives: .Rm_:sevelt hnm_aelf
was closely aligned with the views of the NCF, endorsing lmgat'xon only against
unreasonable constraints of trade, and fnendly to the notion of socially
responsible ‘trusts’ and conservative trade unions.®

Onginal business uncertainty in the face of law suits under the Sherman
Act led to pressure which ended in the creation of a regulatory agency, the
Bureau of Corporations in 1903. Whenlhistumedompbe_toodzlws, and
regulation by litigation persisted, the NCF pressed again this time for an
effective agency. A number of Congressmen then asked lhe NCEF itself to
exercse the drafting of a bill, a subsequent version of which became law
in 1914 and created the Federal Trade Commission.®? '

Just as the Progressives and small business, oocupying opposite poles on
the spectrum of ‘respectable’ politics, took sunilar positions w:s-d-vi.s trust-
busting, S0 was there 8 functional similarity of their politics with respect to
the local state. Both'wanted, and to a large extent succeeded, to replace local
government of corrupt political machines by apolitical government by
technocrats. Before the turn of the century, local caprtal had been antagonistic
to Progressives and other more radical urban reformers, and had preferred
the old ‘machine’ politics. What persuaded the smatl capnahafts of the need
for urban reform was the requirement for a modern municipal infrastructure.
This was to be provided with the greatest efficiency and the smallest amour’n
of waste, on the principle, many were to propound, .°f oneman management’.
To bring thus about meant the dismantling of partisan politics, and this was
the aim of the city commission and manager movements. The ‘mea_n_s t?
accomplish this end was local government, no longer through potitical
aldermen and mayor, but through the direct election of (many fewe_r) non-
partisan ‘commissioners’.™® Commission government first spread widely in
American towns and cities from 1900 to the First World War. The effect
was an increase of the political influence of business, as working-class akiermen
lost their seats and commissioners came to work particularly closely with
charabers of commerce. Yet the means to this end was the Prpgress:.ive ldc-ea
of rationalized local government. Indeed prominent Progressives ither did
not effectively oppose, or even piayed an active role in, the introduction of
the government by commission plan.” . _

We should distinguish at this point between the Progressive era discussed
above, the Progressive movement, the various incarnations of the Progressive
Party, and the ideology or ethos of progressivism. The Progressive move-
ment began about a decade before the turn of the century, and by 1910 was
led by Robert La Follette, governor of Wisconsin, who had transformed
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Progressive ideology into legisiative reality, through the institution of direct
primaries, tax reform and railroad rate control. The Progressive Party grew
out of a league that the genuinely radical La Folletts had created inside the
Repl'lblican Party. It was subsequently captured by NCF and business interest,
making use of Theodore Rooseveit's progressive credentials in order to launch
his presidential candidacy in 1912. Woodrow Wilson, victorious in the election,
shared Roosevelt’s type of progressivism, These politics were partly a response
to a sort of progressivist tendency (hot strongly linked to the movement itself,
but an outgrowth of 1890s populism) in the Democratic Party - the largely
rural-based southern and western followers of William Jennings Bryan, After
1916 Wilson’s (limited) social legistation, in conjunction with a general shift
to the right of the American political spectrum, meant that the Progressive
movement was finished and the Progressive era over. But the Progressive
ethos was still deeply imbued in several strata of the American population,
It resurfaced in the 5 million electoral vote performance of La Foliette’s second
incarnation of the Progressive Party in the 1924 presidential election, and
it resurfaced again, in a radically transfigured form, as we shall immediately
see, in the New Deal.”?

The ?’ranklin D. Roosevelt presidency (1933-45) surely signalled, 1n
comparison }vith times past, a relative autonomy of the American state, Ellis
H'awle)f has identified three sets of political actors during the New Deal, which
vied with one another to determine policy; all had roots in one form or another
of progressivism.”™ These were, firstly, those who stood in a principled
opposition $0 monopolics, and favoured most of all initiatives towards political
or economic decentralization. This group saw state spending, as distinct from
mpla{lﬁng, in 2 positive light. It promoted state anti-trust activity to enhance
economic competition. These “anti-trusters’ harked back to progressivism'’s
populist origins.™ The second group of political actors were the ‘planners’,
who included the classic New Deal liberal left, who had roots in more
mainstream progressivism, associated with the rationalization of urban govern-
ment. They were less hostile to big business than were the anti-trusters, but
qmgldﬂeddmeﬁﬁuivem;ﬂanningwasmyinommhmphm
in line. The third group, whose slightly more suspect progressivism derived
from Theodore Roosevelt, were the proponents of a “business commonwealth’,
favouring trade associations in which the various industrial sectors would
effectively act in the public interest through a process of “business self-control’.
The second and third groups could both be tertned “corporatists’, the difference
betwemthembungﬂmttlnplﬂw-mtﬂestmmdme ‘planners’ assumed
significant powers for labour and especially the state, whereas the vision of
the ‘business rationalizers’ could only accept very minor roles for the latte:
two groups. Their project actually propounded an even more instrumentalist
American state in as much as business would take on quasi-state powers.”

Prior to the New Deal, departures from laissez-faire policies were almost
invariably associated with the third group of Progressives, the ‘business

UNITED STATES INSTRUMENTALISM AND PROGRESSIVISM 77

rationalizers’.”6 During the First World War a group of interventionist
bodies, in which big business came to play a quasi-state role, were created,
includng the Food Administration and the War Finance Corporation. The
most central of these however was the War Industries Board (WIB) which
was established partly due to strong lobbying by the US Chamber of
Commerce. The WIB was less significant in its ineffectual practices of industrial
pricing and resource allocation, than in its symbolic role and in its produc-
tron of administrators who were to figure as business rationalizers m the New
Deal. Perhaps as important was the new role of the Federal Reserve Board
and the fledgling trade associations that developed in the 1920s.7” Prior to
the New Deal the Federal Reserve became encharged with increasing powers
of national monetary co-ordination. Its break from traditional Gold Standard
practices, in an atternpt to intervene rationally in money markets, unfortunately
helped bring on the crash of 1929. Herbest Hoover, as Secretary of Commerce
from 1921-9, was instrumental in fostering in response to the recession of
1921 the ‘cooperative associationalism’ of the 1920s. Hoover expanded the
Department of Commerce but supported the use of moral suasion only to
prevent competitive abuses by the flourishing trade associations. As President,
though, he opposed Robert Wagner’s bill for federat relief to the unemployed
and the expansion of the money supply; he yielded to farmers’ pressure in
1929 to institute a government grain-buying programme, and to business
pressure for the creation in 1932 of the Reconstruction Finance Corporation.

The Franklin Roosevelt presidency can be broken down mto three periods.
The first was 1933-5, and involved the National Industrial Recovery Act’s
(NIRA) atternpted institution of a ‘business commonwealth’. The second was
1935 and 1939, in which the idea of planning through business self-control
was abandoned, and during which Roosevelt and the leading figures of his
Administration saw themselves as governing against oligopolistic power.
Finallly, there was the war period, in which policy objectives were intended
to and succeeded in reincorporating big business in the (changed) status quo.

Skocpol has argued against an instrumentalist Marxist reading of particularly
the “first’ New Deal of the National Industrial Recovery Act (NIRA).”® Her
case largely rests on four (difficult to dispute) pieces of evidence: that capital
was far less cohesive after the First World War than during the heyday of
J. P Morgan and the National Civic Federation; that only a minority of the
most prominent business leaders were notably active in pushing for the trade-
assocational components of NIRA; that organized business opposed the union
security provisions of the Act; and that business displeasure with the operation
of the National Recovery Administration (NRA) which the Act created, often
on grounds of creeping socialization, was commonplace.

However, it would seem that Skocpol has in part overstated her case. First,
Title 1 of the Act prescribed that there should be codes regulating government-
backed industrial cartels but the codes for each sector themselves were in
fact written by representatives from the leading firms in that sector. Secondly,
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when the government proved incapable of finding administrators for the codes,
business itself provided the state-employed administrators. Third, the codes,
much like in the WIB, provided for business self-control, the government
being able to use only moral suasion and capable of no sanctions with any
teeth whatsoever, Fourth, Section 7a, supposedly guaranteeing a measure of
trade union security, did not prove of much direct help to labour, and busingsses
in the various sectors evaded its provisions whenever possibie. Fifth, the codes
as written consisted of a victory for the third group of Progressives mentioned
above, the ‘business rationalizers®.”™

Some business leaders genuinely believed that the codes were a “business-
commonwealth' path out of the depression. Many industrialists it seems were
originally induced to co-operate at least minimally with the Act for more cynical
reasons, that is, for a quid pro quo in which anti-trust constraints would be
lifted in return for the granting of minimal rights to the state and labour. The
point is that in granting to big business an important bundle of quasi-state
procedural and substantive rights, as well as offering on 2 plate the possibility
of guaranteed profits through anti-trust immunity — and all this in return for
very little - the NIRA offered the possibility of an almost unprecedented degree
of contro] on the implementation of state policy. As a result virtually all (smal
business, farmers, unions, pro-planning middle classes) of the constituent parts
of the New Deal coalition were unhappy with the NRA because of what they
saw as business domination, and the effect of the Act was to foster ‘restricted
output, higher prices, reduced purchasing power and scarcity profits’.%

However, from the Schechter decision midway through 1935, which declared
Title I of the NIRA to be unconstitutional, to the end of the Roosevelt
Administration in 1945, the American state attained a degree of autonomy,
power and influence separate from the interests of large capital ~ an autonomy
that it had not possessed for nearly a century. This is clearly indicated by
analysing the legitimating arguments put forward by government in defence
of the New Deal. In 1933-4, the main such legitimating argument was two-
pronged: first, government spokespersons hailed New Deal policy as ‘bold
experimentation’ in contrast to the negative, inactive approach of the old
regime; and second - quite clearly the defence of Title I of the NRA was
in question here — not statism but ‘co-operation® between businessmen, between
labour and capital, between industry and agriculture, was counterposed to
a discredited individualism.8' Not far into the life of the NRA, when
Roosevelt began to suspect big business of being anything but co-operative,
‘co-operative action’ came to refer to state action. And from the beginning
of 193§ the discourse of ‘neighbouriiness’ was replaced increasingly by an
anti-business rhetoric. The new legitimating argument was two-sided. On one
side, and this was to persist especially from 1936 until entry into the war,
was & set of utterances in condemnation of ‘vested interests’, a revival of
the slogans of the Progressive era which invoked the opposition of the ‘people’
to the ‘interests’. Especially during the 1936 re-election campaign, Roosevelt
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spoke of ‘economic autocrats’ and ‘captains of finance’, On the other side
was a discourse of a new individualism which was also for the weak, which
would be guaranteed by government and was crystallized in the 1940s in
Roosevelt's call for the famous ‘four freedoms’ (of speech, of worship, from
want, from fear), and an ‘economic bill of rights’.® It is at this point that
we should turn to whether and in what form American capitalism came to
be organized at the bottom as well,

Organization at the bottom: little and late

If the codes of the National Recovery Administration were conceived with
the idea of turning big business into quasi-governmental organizations, then
New Deal policy from 1935 illustrated the state’s relative autonomy through
what Hawley has called ‘counterorganizational planning’, through anti-trust
activities, and through unintended — and thea conscious — deficit spending.®
The planners’ subsequent approach to state rationalization of the economy
was rather piecemeal, and consisted mainly of promoting the organization
of scattered groups whose influence in organizing markets {in comparison
to the oligopolistic firms) was weak. Thus they focused their efforts at
promoting labour organization through the Wagner Act, the interests of the
unemployed and pensioners through social security legislation, and the interests
of farmers. These “counter-orgamnizers® also were able to procure government
aid for inefficient, sick sectors of the economy such as bitumninous coal and
the retail trades. The point at issue is not just that these are indicators of ‘relative
autonomy’, but that the state itself was a2 key agent in promoting the
organization of American capitalism at the bottom. At the same time a
number of successful initiatives were launched against the perceived interests
of the meso-economic companies. The Securities and Exchange legislation
of 1934 which, in the face of Wali Street opposition to its attempt to counteract
the concentration of investment banking, led to the stabilization of the securities
markets, The late 1935 utilities regulation, which - in, for example, the Holding
Company Act - was in effect an attempt to break the domination of the electrical
‘power trust’, In the same vein can be seen Roosevelt’s undistributed profits
tax of 1936, and the appointment of activist Thurman Arnold to head the
moribund Antitrust Division of the Department of Justice.™ In 1938 the
Planners, who had become quite directly influenced by Keynes, and the
anu-trusters entered into an alliance against the business-oriented, budget-
balancing conservative Democrats.

During the Second World War the state’s antonomy was reconfirmed on
the level of “civil society”, by gains made by subordinate collective actors.
Unemployment diminished rapidly in 1940-1 and had virtuaily di
by 1943. Working-class income improved, both absolutely and relatively.
The share of the top 5 per cent of national income declined from 23.7 per
cent in 1939 to 16.8 per cent in 1944. Organized labour succeeded, taking
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advantage of the National LabochlaﬁmBoard(aeatedbyﬂleWagnm'ﬁc()
and.a tight labour market, to increase trade union membership from 9 million
in 1939 to some 15 million in 1945, The moderate wing of the civil rights
movement got underway, marked by A. Philip Randoiph’s ‘march on
Washington of 1941 and the subsequent establishment oftht? Fair Empioy-
ment Practices Committes.?® In the apparatus of the state uself., however
- largely in exchange for support for the war effort ~ the power c!f bzg business
began to reassert itself. ﬂmgllﬂ:eCongmsoflndlmaIOrg?rnmmm(CIO)
proposed to contribute to the organization of war production through the
creation of Industrial Councils, labour was effectively excluded from economic
decision-making. The Office of Production Mamgemmt_was heuded by
William Knudsen, former General Motors president. Notwithstanding th}s,
only with the attack on Pearl Harbor was government able to halt automobile
production, and through coatracts shift activity into aircraft_parls, tanks and
other armaments. The War Production Board, established in 1942, o!f.ered
virtually no decision-making power to labour; instead a market military
presence on the board was complemented by thedonﬁnaftceofkey pogtsby
‘one-dollar-a-year’ men on loan from the largest companies. Finally — in the
face of small business protests aimed at a quick restoration of.oom;.)eution
- meso~-economic power proved capable of stalling reconversion virtually
until VE Day.% . o
Given the weight of the middie classes and progressivist conceghons in
the development of the American weifare state = from Jane Adams’ turn of
the century settlement-house movement in the urban slums through the New
Deal - it has come to take on a number of distinctive features. Fits.t, \veshopld
note its slowness of development. It is indeed striking that American pension
insurance and other forms of social insurance followed most other countries
by a generation, and that the USA is still without a federal system of family
allowances and a universal system of health provision. Second, the extent
and level of welfare state provision has remained inordipately low. As late
as 1966 the proportion of GNP accounted for by social insurance spending
was about half that in France, the Federal Republic of Gemmn;lr (FRG), Sweden
and the UK.¥7 Partly as a corollary the ratio of social assistance t0.50(313]
insurance has been substantially higher in the USA than in Europe, indicating
that in America welfare spending often means exclusion from, rather than
inclusion into, citizenship. Having said this, it should be noted that the per
capita provision of welfare resources in America is lmmatched anywhere.
There is a higher consumption of welfare state-fype resources in the FJSA
than in any other country; for exarnple, by 1975 the percentage of naponal
productspeMonhmlthme(notmmenﬁonabsolutespendmg.;!ercapnaon
heaith care) was highest in the USA, while the standard of living for over
90 per cent of Aemrican pensioners has been superior to that of most European
nsioners.8® )
pelnanﬂysingagimwdfmemitisneomrywwnsidﬂwhahum
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are provided publicly or privately, who are the recipients of welfare resources
(particularly whether the distribution is two-tiered), and whether the con-
sumption is positively or negatively redistributive, In the USA an absolutely
and relatively great quantity of welfare resources have tended to be, on the
one hand, privately provided, and on the other, selectively and regressively
consumed. Perhaps the crucial area, in terms of the early, largely private
and largely regressive provision of welfare resources in the USA, has been
in education. Put plainly, the United States was about one generation behind
Western Europe in the provision of social insurance legislation, but one
generation ahead in the expansion of the education system. Secondary and
tertiary education began their explosive expansion in the USA at about the
time that Germany, the education ‘leader’ until the 1880s, introduced its social
insurance legislation. In 1890 6.7 per cent of Americans aged 14 to 17 were
already enrolled full-time in school; by 1920 this proportion had burgeoned
to 32.3 per cent.®® The explanation for this must be sought m the peculiarly
American understanding of the pursuit of society’s welfare and equality goals
not via social insurance, but through education.% This American ‘reading’
of welfare and equality was associated with a notion of equality largely equated
with social mobility and the possibility of everybody, or at least a large
proportion of almos: everybody’s acquaintances, becoming or being in some
sense, ‘middle’ class.

Americans behieved in such a notion of equality for a number of reasons,
some of which were causes, others justifications. First, the absence of a strong
organized political working-class movement meant that no alternative, more
collective interpretation of equality was made available to them and so they
focused on equality, not of opportunity, but condition. Second, only in the
United States was the existence of a large, independent farmer class so quickly
superseded by the establishment of massive numbers in the service class, and
in white-collar occupations more generally. It must be remembered in this
context that the premature expansion of American secondary and tertiary
education was a crucial condition of the early expansion of the service class,
who then came to have ideal and material interests in the valuation of higher
education itself and the credentialism to which it lent legitimation. 9

In any event, what is America’s differentia specifica is the inordinate role
of social-liberal elements of the service class in the development of its welfare
policy.”? The crucial distinguishing characteristic of American organized
capitalism, more generaily speaking, was the existence of a strong and well-
mobilized capitalist class and strong and well-mobilized middle classes; in
the context of the absence of a substantial working-class movement, capital
in America was organized at a very early date: financial and industrial wings

Wwere strong and interarticulated. The service class, whose condition of exis-
tence was the quick burgeoning of American higher education (see chapter 6
below), achieved a presence in the inter-war period that was not matched
in Europe until the 1960s. And these new middle classes were eminently well
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organized. From its beginnings American political history, it might be
suggested, could be conceived in terms of a succession of experiences of
‘aristocracy” and ‘democracy’, all of course within the framework of a capitalist
polity. During phases of ‘aristocracy’ ~ and this holds true for liberal,
organized and disorganized capitalism - what state policy there is tends to
be mather immediately aligned with the interests of the strongest groups among
big business; that is, the state is highly instrumentalist. During phases of
‘democracy’ - the Jefferson and Jackson administration in liberal capitalism;
the New Deal and arguably the Wilson administration in organized capitalism;
the Kennedy and eatly Johnson years of disorganized capitalism - the state
assumes a greater autonomy.” What is crucial bere is that periods of
‘democracy’, and even periods where democratic movements unsuccessfully
challenge ‘aristocratic’ state power, are brought about through the mobiliza-
tion of political resources by the middle classes: first, until the turn of the
century by the traditional, largely agrarian, petite bourgeoisie, and then (in
organized and disorganized capitalism) by the service class and the new petite
bourgeoisie. Elsewhere, the democratic challenge and the creation of state
autonomy finds its relevant vehicle in organized capitalism in the working
class; and only in disorganized capitalism does the service class play a
comparable role. What we are arguing, then, is that ‘American exceptionalism’
is explicable not just through an ethnically divided and ideologically weak
labour movement, but also through the existence as a political force of a
prematurely sizeable service class, which at the same time 3s providing the
most important source of opposition to the naked power of capital, functioned
to spread a transformed and characteristically organized capitalist ideology
of achievement and expertise which had its effects in large part at the expense
of the American labour movement.

Some cross-national conclusions

In these two chapters, we have tried to sketch a panorama of the cross-national
development of organized capitalism. We have attempted to establish the most
significant cross-national distinction by asking the ‘who?, the ‘how much?’,
the ‘where?’ (top or bottom, state or civil society) and the ‘why?’, of the
development of organized capitalism within five major western societies. In
Germany and Sweden, countries which became strongly organized both at
the top and the bottom, we asked the question who was the salient agent of
organization. The answer was that heavy industry played a role in Germany
comparable to finance in Sweden. In Britain and France we asked the question
of why so little organization, and so late. This led us to discussion of how
Britain was in some important ways a Makler, a broker or middleman,
economy, and how France was slow to organize because on 2 number of counts
it was less, and not more, economicaily backward than England. The USA,
in contrast, became strongly organized at the top but only weakly at the
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pottom. The early decades of German and Swedish organized capitalism were
dominated by capital goods industry, in Britain and France by consumer goods
sectors, only in the USA, with its large popular markets was there a balance
of the two. American banks, more than Gemmn banks, !nelped lay down the
conditions for successful industrial capital concentration. The American
aational state — partly due to the absence of an étatist tra.,d.mm} ~ more than
the German state, was an effective ‘instrument’ of business interests.
Perhaps more telling in foreshadowing compa‘rative profﬂes of cap:_tahst
disorganization, the subject of much of the remainder of this \{ohnne, is the
matter of organization at the bottom. In Germany and Fll'ance it was the top
itself that in a very important sense helped orga.mize - in the dev_elopnpgnt
of welfare legislation and in the departure from laissez-faire economic policies
_ the bottom. In Britain it was a combination of top and bottom. In Swe.d_cn,
social democracy and the trade-union movement took on these modermzmg
tasks, and 1 the USA, it was neither capital nor M, buta set of political
actors and forces drawn from the prematurely expanding service cla'ass who
plnyedakeyactivistrolcinwelfaredmlopmmmmepnnml shift from
loissez-fatre, ‘ , o
Probably more important is the “how much?” and whe.n?. of organization
at the houm,aMmermhasmovamof
Marx's famous de te fabula narratur. Whereas other countries became, at
the bottom, organized very earlyonandhavebeguntodlsurgamzfcmﬂy quite
recently, the United States became organized at the bottom quite late, and
not very much Later at all began to disorganize. Intam.softxad.eumonmanber-
ship, welfare state legislation and departure from laissez-faire, the USA can
be said to organize no earlier than the mid-1930s. And aquady by the late
1940s and early 1950s - in terms of for example class voting, percentage
of manual workers in trade unions, percentage of core Workitllg class among
the economically active, suburbanization of working-class nesldenoe patterns
— the process of disorganization seems to have begun to set in. “:‘eamnot
claiming simplistically that other countries will follow the Amenca:.l path.
We maintain indeed that nations with longer and more developed periods of
organization will not only disorganize more gradually than the USA, but that
disorganized capitalism in these pations will remain marked by the mshmtpnal
characteristics specific to each nation’s previous experience of organized
capitalism. We do think however that social and economic change in the Um;ed
States, not because it has been the most developed organized capitalist nation
but because it has been the least developed organized capitalist mation, does
merit a good deal of scrutiny — and not least by the left — by those in other
western countries.
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Thyssen, Haniel — were able to maintain entrepreneurial as distinct from modern
managerial structures, because they were able to avoid the large-scale issue of
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large degree of antonomy from boards of directors because the amount of stock
capital required for viability was so great that no single investor (not even the
Berlin banks and powerful individual figures like Hugo Stinnes) could maintain
control. The position of managing directors became extraordinarily secure: most
routinely serving until retirement, and some even choosing their own successors.
Managing directors’ philosophy often dictated giving large amounts of autonomons
power to other top managers. This was especially true for the mining directors
in backward integrating steel concerns. After mergers, at least initially, the old
management structure of the acquired enterprise was left intact, and the leading
managers were put on the executive boards and/or boards of directors of the
acquiring firm. See Spencer op. cit., pp. 42, 52-5; J. Kocka, *The rise of the
modern industrial enterprise in Germany’, in Managerial Hierarchies, ed. A. D.
Chandler and H. Daems (Harvard University Press, Cambridge, Mass. 1980),
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pp. 74-7; and J. Kocka, ‘Grossuniernchmen und der Aufsteig des Manager-
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chemicals for which figures are available are 10.8% and 19.7%, in iron and steel
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1969) probably best epitomizes the growth of organized capitalism in Germany.
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‘Ausschliesslichkeitsbindungen als Wege zur industriellen Konzentration in der
deutschen Wirtschaft bis 1914°, in Rechr und Entwicklung, pp. 319-20.
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Economic History Review 34 (1981), pp. 453-68.

15 For details here see W. Feldenkirchen, Stahlindustrie, pp. 110-14,

16 Ibid., pp. 118-20. . _

17 See ibid., pp. 121ff., and E. Maschke, ‘Outline of the history of German cartels
from 1873 to 1914, in Essays in European Economic History, 1709-1914, ed.
F. Crouzet (Edward Arnold, London, 1969). _

18 See, for example, R. Hilferding, ‘Probleme der Zeit’, Die Geselilschaft (1924),
pp. 1-17; and Hilferding, ‘Die Aufgaben der Sozialdemokratie in der Republik’,
Sozialdemokratischer Parteitag, Kiel 1927 {Protokoll, Berlin, 1927).

19 See H. BShme, - ‘Bankenkonzentration und Schwerindustrie 1873-1896°, in
Sozialgeschichte Heute, Festschrift fitr Hans Rosenberg zum 70, Geburtstag,
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22 See K. J. Hopt, ‘Zur Punction des Aufsichtsrat im Verhiltmis von Industrie und
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demand for the long-runs necessary for increased investment in machine-tool pro-
duction. Many British engineering firms made their own machine tools; many
others still did not use the grinding and milling machines because of the low price
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selling, costing, advertising, pricing and finance remaining under individual branc’h
control. In the inter-war years Player began to match Wills as the company’s
strongest branch, the former providing the up-market brands for which there was
increasing consumer demand and the latter less expensive cigarettes. In the_lase
twenties and early thirties, companies like Phillips began to challengf: In}pem_l s
market domination, a challenge to which Imperial responded by acquiring its major
competitors. Imperial Tobacco continued to control 79 per cent of the market' as
late as 1955. Up.until 1939 I'TC was basically a holding company, though taking
on a number of multidivisional characteristics. There was, for example, much
duplication of function, especially in marketing. Prior to the Second World War
the Wills branch refused to recruit externally for management, and it was only
during the war that a new generation of Imperial executives could begin to operate

- with freedom from Wills family control. See B. W. E. Alford, ‘Strategy and
structure in the UK tobacco industry’, in L. Hannah ed., Management Strategy,
pp. 73-84, and W. D. and H. O. Wills and the Development of the UK Tobacco
Industry,. 1786-1965 (Mecthuen, London, 1973).
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Department and the NCF claimed to have evidence confirming the existence of
at least some welfare policy in 2500 enterprises. The service class, or at least
those of service class training and ideology, played an important role here.
Engineers trained at MIT in the waning years of the nineteenth century, such as
Alfred Sloan of General Motors, 1. du Pont, Paul W. Litchfield of Goodyear,
and NRA business leader, Gerard Swope of Genera! Electric led the way. The
welfare efforts were seen, niot as philanthropy, but as ‘social engineering’, as the
application of the principles of scientific management to human relations; and
companies like General Electric established life insurance, retirement and disability
programmes and began to toy with the idea of unemployment insurance. This
‘welfare Taylorism' was reflected in the growth of numbers of personnel specialists
among compaty executives, who administered employment and welfare policies.
By 1935, 80% of firms with more than 5000 employees had personnel managers.
Development of private welfare policies proceeded apace. Between 1910 and 1925
some 180 companies set up retirement plans; in a 1929 inquiry, 70% of companies
surveyed boasted group insurance schemes.

See E. Berkowitz and K. McQuaid, Creating the Welfare State. The Political
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