Robber Baron or Captain of Industry?

	Person/Industry?
	
	 
	
	

	How did he acquire his wealth?
	
	
	
	

	What POSITIVE accomplishments did he have?

	
	
	
	

	What NEGATIVE accomplishments did he have?

	
	
	
	

	How did he spend his money?  How did he donate his money?

	
	
	
	

	Robber Baron or Captain of Industry?  Why?


	
	
	
	


John D. Rockefeller

He was America's first billionaire.

In a pure sense, the goal of any capitalist is to make money, and John D. Rockefeller certainly used capitalism to his advantage as he grew to become the richest American ever to live.

At the turn of the century, when the average worker earned $8 to $10 per week, Rockefeller was worth millions.
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Robber Baron or Captain of Industry?

John D. Rockefeller (1839-1937)

What was his secret? Is he to be thought of as a "captain of industry?" Or should he be looked down on as a "robber baron." A robber baron, by definition, was an American capitalist at the turn of the 19th century who enriched himself upon the sweat of others, exploited natural resources, or possessed unfair government influence.

Whatever you may think, he made a major contribution to American business.

Young John Rockefeller entered the workforce on the bottom rung of the ladder as a clerk in a Cleveland shipping firm. Always thrifty, he saved enough money to start his own business in produce sales. When the Civil War came, the demand for his goods increased dramatically, and Rockefeller found himself amassing a small fortune.  Rockefeller believed in the “hard work gets results” attitude and surely it worked for him.

Waste Not...

Rockefeller introduced techniques that totally reshaped the oil industry. In the mid-19th century, the chief demand was for kerosene. In the refining process, there are many by-products when crude oil is converted to kerosene. What others saw as waste, Rockefeller saw as gold. He sold one byproduct paraffin to candlemakers and another byproduct petroleum jelly to medical supply companies. He even sold off other "waste" as paving materials for roads. He shipped so many goods that railroad companies drooled over the prospect of getting his business.  He used Horizontal Integration to gain control of all businesses which made oil!

Standard Oil — a Trust-worthy Company?

This sort of arrangement is called a trust. A trust is a combination of firms formed by legal agreement. Trusts often reduce fair business competition. As a result of Rockefeller's shrewd business practices, his large corporation, the Standard Oil Company, became the largest business in the land.

When automobiles were invented, gasoline replaced kerosene as the number one petroleum product. Rockefeller became a billionaire. Critics charged that his labor practices were unfair. Employees pointed out that he could have paid his workers a fairer wage and settled for being a half-billionaire.

Before his death in 1937, Rockefeller gave away nearly half of his fortune. Churches, medical foundations, universities, and centers for the arts received hefty sums of oil money. Whether he was driven by good will, conscience, or his devout faith in God is unknown. Regardless, he became a hero to many enterprising Americans.
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“l am but one of many victims of Rockefeller’s colossal combination,” said Mr. [George] Rice, “and my
story is not essentially different from the rest...| established what was known as the Ohio Oil Works...I
found that to my surprise at first, though | afterward understood it perfectly, that the Standard Oil
Company was offering the same quality of oil at much lower prices than | could do—from one to three
cents a gallon less than | could possibly sell it for.”

| sought for the reason and found that the railroads were in league with the Standard Oil concern at
every point, giving it discriminating rates and privileges of all kinds as against myself and all outside
competitors.”
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Political cartoon showing a Standard Oil tank as an octopus with many tentacles wrapped aro und the steel, copper, and shipping industries, as well as a state house, the U.S. Capitol, and one tentacle reaching for the White House.
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In this 1900 cartoon, oil baron John D. Rockefeller holds the White House in the palm of his hand while the U.S. Capitol building—labeled Standard Oil Refinery—belches smoke.
“Competition is a sin.” – John D. Rockefeller

“Good management consists in showing average people how to do the work of superior people.” – John D. Rockefeller
“I have ways of making money that you know nothing of.” – John D. Rockefeller
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List of major gifts given by John D. Rockefeller by the time of his death in 1937:

American Baptist Foreign Mission Society, New York City $ 6,845,688.52
American Baptist Home Mission Society, New York City 6,994,831.62
American Baptist Missionary Society, Dayton, Ohio 1,902,132.58
General Education Board 129,209,167.10
Laura Spelmen Rockefeller Memorial, New York 73,985,313.77
Minister and Missionaries Benefit Board of Northern Baptist Convention 7,090,579.06
Rockefeller Foundation, New York 182,851,480.90
Rockefeller Institute for Medical Research 59,931,891.62
University of Chicago, Chicago, lllinois 34,708,375.28
Yale University, New Haven 1,001,000.00
Y.M.C.A,, Intarnational Committee 2,295,580.73

[TOTAL: $506,816,041.18]

Source: The New York Times, May 24, 1937,





Andrew Carnegie
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Oil was not the only commodity in great demand during the Gilded Age. The nation also needed steel.

The railroads needed steel for their rails and cars, the navy needed steel for its new naval fleet, and cities needed steel to build skyscrapers. Every factory in America needed steel for their physical plant and machinery. Andrew Carnegie saw this demand and seized the moment.

Humble Roots

Like John Rockefeller, Andrew Carnegie was not born into wealth. When he was 13, his family came to the United States from Scotland and settled in Allegheny, Pennsylvania, a small town near Pittsburgh. His first job was in a cotton mill, where he earned $1.20 per week. 

His talents were soon recognized and Carnegie found himself promoted to the bookkeeping side of the business. An avid reader, Carnegie spent his Saturdays in the homes of wealthy citizens who were gracious enough to allow him access to their private libraries. After becoming a telegrapher for a short while, he met the head of a railroad company who asked his services as a personal secretary.
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During the Civil War, this man, Thomas Scott, was sent to Washington to operate transportation for the Union Army. Carnegie spent his war days helping the soldiers get where they needed to be and by helping the wounded get to hospitals. By this time, he had amassed a small sum of money, which he quickly invested. Soon iron and steel caught his attention, and he was on his way to creating the largest steel company in the world.

Vertical Integration: Moving on Up

Carnegie became a tycoon because of shrewd business tactics. Carnegie created wealth through Vertical Integration. He bought railroad companies and iron mines. If he owned the rails and the mines, he could reduce his costs and produce cheaper steel. 

Carnegie was a good judge of talent. His assistant, Henry Clay Frick, helped manage the Carnegie Steel Company on its way to success. Carnegie also wanted productive workers. He wanted them to feel that they had a vested interest in company prosperity so he initiated a profit-sharing plan. 

All these tactics made the Carnegie Steel Company a multi-million dollar corporation. In 1901, he sold his interests to J.P. Morgan, who paid him 500 million dollars to create U.S. Steel.

Giving Back

Retirement did not take him out of the public sphere. Before his death he donated more than $350 million dollars to public foundations. Remembering the difficulty of finding suitable books as a youth, he helped build three thousand libraries. He built schools such as Carnegie-Mellon University and gave his money for artistic pursuits such as Carnegie Hall in New York.

Andrew Carnegie was also dedicated to peace initiatives throughout the world because of his passionate hatred for war. Like Rockefeller, critics labeled him a robber baron who could have used his vast fortunes to increase the wages of his employees. Carnegie believed that such spending was wasteful and temporary, but foundations would last forever. Regardless, he helped build an empire that led the United States to world power status.

By the time he died in 1919, Carnegie had given away $350,695,653. At his death, the last $30,000,000 was likewise given away to foundations, charities and to pensioners.
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[image: image7.png]Source: Andrew Carnegie, “Wealth,” North American Review, June 1889.

This, then, is held to be the duty of the man of Wealth: First, to set an example of modest,
unostentatious living, shunning display or extravagance; to provide moderately for the legitimate wants
of those dependent on him; and after doing so to consider all surplus revenues which come to him
simply as trust funds, which he is called upon to administer, and strictly bound as a matter of duty to
administer in the manner which, in his judgment, is best calculated to produce the most beneficial
results for the community—the man of wealth thus becoming the mere agent and trustee for his poorer

brethren, bringing to their service his superior wisdom, experience, and ability to administer, doing for
them better than they would or could do for themselves.
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“TO DIE RICH IS TO DIE DISGRACED."
Joun W. GaTeEs—*“ You will have your wish if you try Chicago wheat."




“Not evil, but good, has come to the race from the accumulation of wealth by those who have had the ability and energy to produce it” – Andrew Carnegie
“The contrast between the palace of the millionaire and the cottage of the laborer with us today measures the change which has come with civilization. This change however is not to be deplored, but welcomed as highly beneficial.” – Andrew Carnegie
Cornelius “Commodore” Vanderbilt
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In the late 1800s the shocking inequalities between the huge fortunes of the nation's "captains of industry" and an ever-growing population of impoverished workers drove Americans to grapple with questions about the rights of workers and employers. This 1883 editorial cartoon mocked the claims that plutocrat businessmen were the protectors of American industries by presenting Cyrus Field, Jay Gould, Cornelius Vanderbilt, and Russell Sage as bloated parasites sitting on bags of "millions," and protective bulwarks resting on the backs industrial workers making only $6 to $11 a week. 
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Cornelius Vanderbilt and James Fisk are shown in a race for control of New York's rails. Throughout 1868 and 1869, the two men had fought for control of the Erie Railroad. Here, Vanderbilt straddles his two railroads, the Hudson River and the New York Central, admonishing his competitor, "Now then Jim--No Jockeying You Know.!" Ultimately, the men were racing for more passengers, so they can make more money. That would let the one buy out the other if they became too powerful and create a monopoly. 
Steamboat Period
He was a key figure in breaking the steamboat monopoly granted to Robert Fulton and Robert Livingston in the waters around New York City; in the transatlantic steamship business; in the east coast to west coast steamship business; and the builder of the New York Central system which, in effect, replaced the Erie Canal. 
A steamship tycoon with such a vast fleet that he was known as the Commodore, then the highest rank in the US Navy.
In 1829 (age 35) Vanderbilt had saved $30,000 and went into the steamboat business for himself beginning with the New York to Philadelphia run. Passengers were taken from New York City to New Jersey by steamboat, then across N.J. by stagecoach to Trenton, then down the Delaware river by steamboat. He immediately cut rates, which threatened a rate war with the established steamboat lines. Believing that he still was working for Gibbons (who had sold out and retired), the existing carriers got together and paid him handsomely to leave the market.

He cut fares from $3 to $1 and then to $0! He made up part of his losses by increasing the price of food aboard his two boats. The Steamboat Association threw in the towel and bought him out. For $100,000 and an annual payment of $5,000 for ten years, Vanderbilt agreed to withdraw from the Hudson River market. He then turned to the Long Island Sound market and coastal trade and soon dominated both.

By the mid 1840s Commodore Vanderbilt operated a fleet over 100 steamboats, employed more men than any other business in the country, and was worth several million dollars. His ships were known to be reliable and safe at a time when travel by steamboat could be rough or dangerous. His business boomed.
The Railroad Period: 1863 – 1877
From 1862 – 1864 Vanderbilt sold or leased most of his vessels to the Union government at a good profit. Vanderbilt’s fortune rose to around $40,000,000 by 1863.

In 1863, amid the turmoil of the Civil War, Vanderbilt began to sell off his steamship interests in order to buy large amounts of railroad stock. 

He gained control of a number of railway lines operating between Chicago and New York and established an interregional railroad system. According to T.J. Styles, author of “The First Tycoon: The Epic Life of Cornelius Vanderbilt”: “This was a major transformation of the railroad network, which previously had been fragmented into numerous short railroads, each with its own procedures, timetables, and rolling stock. The creation of a coherent system spanning several states lowered costs, increased efficiency, and sped up travel and shipment times.”

Vanderbilt was the driving force behind the construction of Manhattan’s Grand Central Depot, which opened in 1871. The station eventually was torn down and replaced by present-day Grand Central Terminal, which opened in 1913.

Giving back?
Unlike the Gilded Age titans who followed him, such as steel magnate Andrew Carnegie (1835-1919) and oil mogul John Rockefeller (1839-1937), Vanderbilt did not own grand homes or give away much of his vast wealth to charitable causes. In fact, the only substantial philanthropic donation he made was in 1873, toward the end of his life, when he gave $1 million to build and endow Vanderbilt University in Nashville, Tennessee. (In a nod to its founder’s nickname, the school’s athletic teams are called the Commodores.)

“I don’t care half so much about making money as I do about making my point, and coming out ahead.” – Cornelius Vanderbilt
“I have always served the public to the best of my ability. Why? Because, like every other man, it is to my interest to do so.” – Cornelius Vanderbilt

“What do I care about the law. Ain’t I got the power?” – Cornelius Vanderbilt
J. Pierpont Morgan
One of the most powerful bankers of his era, J. P. (John Pierpont) Morgan (1837-1913) financed railroads and helped organize U. S. Steel, General Electric, and other major corporations.
In 1871, he formed a partnership with Philadelphia banker Anthony Drexel. In 1895, their firm was reorganized as J.P. Morgan & Company, a predecessor of the modern-day financial giant JPMorgan Chase [& Co.]. 
Morgan used his influence to help stabilize American financial markets during several economic crises, including the panic of 1907. However, he faced criticism that he had too much power and was accused of manipulating the nation’s financial system for his own gain. The Gilded Age titan spent a significant portion of his wealth amassing a vast art collection.
J.P. Morgan: Banking Titan

During the late 19th century, a period when the U. S. railroad industry experienced rapid over-expansion and heated competition (the nation’s first transcontinental rail line was completed in 1869), Morgan was heavily involved in reorganizing and consolidating a number of financially troubled railroads. In the process, he gained control of significant portions of these railroads’ stock and eventually controlled an estimated one-sixth of America’s rail lines.

J.P. Morgan: Congressional Investigation

During Morgan’s era, the United States had no central bank so he used his influence to help save the nation from disaster during several economic crises. In 1895, Morgan assisted in rescuing America’s gold standard when he headed a banking syndicate that loaned the federal government more than $60 million. In another instance, the financial panic of 1907, Morgan held a meeting of the country’s top financiers at his New York City home and convinced them to bail out various faltering financial institutions in order to stabilize the markets.

Morgan initially was widely commended for leading Wall Street out of the 1907 financial crisis; however, in the ensuing years the portly banker with the handlebar mustache and gruff manner faced increasing criticism from muckraking journalists, progressive politicians and others that he had too much power and could manipulate the financial system for his own gain.
In 1912, Morgan was called to testify before a congressional committee that was investigating the existence of a “money trust,” a small group of elite Wall Street financiers, including Morgan, who allegedly colluded to control American banking and industry. The Congressional committee hearings helped bring about the creation of the Federal Reserve System in December 1913 and spurred passage of the Clayton Antitrust Act of 1914.
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This cartoon shows how Morgan invested in the railroads. He then went on to buy most of the railroads, which created a monopoly and penalized the travelers with high rates. He then became very rich and merged the railroads together.
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J.P. Morgan & Co., seemed to be the monopoly that controlled all Wall Street monopolies, and it was even portrayed in the press of that day as a large and omnivorous Octopus, a cold and slimy sea-monster that could reach out one of its many tentacles and latch onto any business in the world, pulling that business into its dark and hungry maw.
“Money equals business which equals power, all of which come from character and trust.” – JP Morgan
“We are not in business for our health.” – JP Morgan (fellow parishioners in New York’s Trinity Church criticized him for “investing” church funds in lucrative East Side slum property)
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