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Public policy toward big businesses has been and continues to be a controversial subject.  This paper will discuss the development of big business in America.  Some people, such as Ralph Nader, think of large corporations as a harmful part of society.  Others cite big business as the quintessence of America’s powerful economy and high standard of living.  Are these new viewpoints?  Where did these large corporations come from?  My paper will follow the development of the corporate form up through the Great Depression.  As big business grew, I will also cover the public’s general opinion on it.  I will not be able to go into America’s anti-trust legislation in much depth due to the limited scope of this paper.


Before I start on the chronicle, I will first supply the reader with some general concepts.  First, a sole proprietorship will be described, as it exists today.  Once one grasps that, one can understand the differences between it and a corporation of today.


There are different forms of businesses in America today.  The most common form is sole proprietorship.  In this kind, there is one owner of the business, a person.  All the profit goes to him, and the business taxes fall on his shoulders.  This makes things fairly simple, but there are also drawbacks.  If the proprietor dies, the business is dissolved.  The owner is also fully liable for the business.  What does that mean?  If the business went bankrupt, he would be responsible for the debt.  If the business was sued and lost, he himself would legally responsible.  There is virtually no line dividing the proprietor and the business.


After understanding what a sole proprietorship is, one can realize the unique properties of a corporation.  Unlike a sole proprietorship, a corporation is a distinct legal entity.  A corporation conducts business under its own name.  It is taxed, can be sued, and enters contracts as itself.  This provides the corporation’s owners, or shareholders, limited liability.  Thus if the corporation went bankrupt, the shareholders’ separate assets would be protected.  If the corporation is sued and loses, it is usually penalized with a large fine.  If I were going to invest in a risky new company, I would want it to be a corporation!

These definitions have not always existed.  Colonial America’s business policies are nothing like the corporate law that is in use today. 
The public policy and public image of big business has changed significantly through the years.  The economic growth and the legislative transformations through the years has lead a zigzag line of periods where corporations flourished and periods where new anti-trust laws killed them off.


In colonial times, America used Britain’s corporate law, which is significantly different than today.  A corporation was considered an extension of the state, and it could only be created by the state.  There was no such thing as a “private” corporation or a “public” corporation.  The concept of limited liability had not been adopted, and many of the earliest corporations were granted monopoly privileges.  (2)


In the first decades of the United States of America, business corporations expanded.  America wanted to restore commerce, and this required infrastructure.  Many corporations were chartered to build transportation facilities and establish bank and insurance facilities. (2)


Starting in the 1810s, manufacturing corporations flourished.  New York was the first state to institute limited liability, and other states followed over the next two decades.  In the U.S. Supreme Court’s Dartmouth College decision, private corporations, which exist to benefit shareholders, were differentiated from public corporations, which exist only for public purposes.  The Court also held that after granting a corporate charter, a legislature could no longer repeal or revise it.  (2)


In 1832, President Andrew Jackson led an assault on corporations.  He blocked the renewal of the charter of the Second Bank of the United States, because it concentrated “power in the hands of a few men irresponsible to the people.”  A leading economist of the time summarized the Jacksonian position: “As the object of charters is to give members of companies power which they would not possess in their individual capacity, the very existence of monied corporations is incompatible with equality of rights.”  This view led to many changes in states’ corporation laws.  Corporations were no longer granted monopoly powers.  Certain minimum requirements were established for incorporation.  There were limits on authorized capital and amount of indebtedness.  Corporations had designated purposes.  Several states prohibited corporations from doing business in other states.  Finally, corporate charters had term limits, from 20-50 years.  (2)  These policies took America through the Civil War.


The story of “big business” starts around the 1870s.  The first transcontinental rail line was completed in 1869, and this symbolically started an age of railroad construction.  At this time, if you mentioned “big business,” one would instantly think of the railroad.  The new conditions that followed the Civil War led to a vastly expansionary economy.  Factories were replacing the farm, which used to be the nation’s primary source of wealth.  While there were some negative feelings about the safety record of railroad companies, most people were large ambivalent about it.  Most groups were relatively happy with the new opportunities that the national rail system provided them.  However, some people were developing negative feelings about the large trusts that were sprouting up.  (1)  It was in the 1880s that John D. Rockefeller formed the Standard Oil Trust.  A trust could ignore all the rules governing corporations, because it was legally nonexistent.  Many other trusts followed, such as the Cotton Oil Trust, the “Whiskey Trust,” the “Sugar Trust”, and the “Lead Trust.”  Once the government figured out what was happening, it passed some laws to combat these monopolistic tactics.  The Interstate Commerce Act of 1887 was passed, and in 1890, Congress passed the Sherman Antitrust Act.  The Sherman Act stated that “Every contract, combination, in the form of trust or otherwise, or conspiracy, in restraint of trade . . . is declared to be illegal.”  The new laws broke up all of the trusts except the Standard Oil Trust, which blatently defied the law.  (2)  While there were some mixed feelings about big business in the 1880s, the major attitude was that of neutrality.


The stock market panic in 1893 marks the beginning of the next period.  Stocks in the industrial and railroad sectors plummeted and sent the nation into a depression.  Understandably, hostility toward big business rose during this time.  Public uneasiness about large trusts grew.  In this period, union membership grew.  Some large trusts went bankrupt.  (1)  But how could this be?  Aren’t trusts illegal?  Well, while everyone else was making antitrust laws, New Jersey was transforming itself into a “Mecca for Corporations.”  In 1891, it passed legislation authorizing corporations to own other corporations.  This is casually known as the “Holding Company Act.”  In 1892, New Jersey repealed its antitrust law.  With the General Revision Act of 1896, New Jersey entered the modern world of corporations.  The term limit on corporate life was eliminated.  Corporations could conduct business in any state or any country and could be organized for any lawful purpose.  Mergers were unrestricted.  Finally, stocks were separated into preferred and common, helping corporate leaders to retain control while selling stock.  New Jersey succeeded in becoming a Mecca for corporations.  (2)


The next period is 1902-1914, which is commonly referred to as the era of progressive reform.  This was a long-lasting time of prosperity.  There were short-lived recessions in 1903 and 1907 along with a deeper depression in 1913, but the economy consistently rebounded from its slumps.  In this period of growth, antitrust opinions eased but did not disappear.  (1)  While the public opinion was gradually easing, the legislation became significantly looser.  Eager to get a piece of New Jersey’s franchise tax, virtually every state copied New Jersey’s corporate law.  (2)


America’s involvement in World War I created the next period, 1915-1919.  Supplying American forces along with substituting the normal products of European countries made the economy shoot out of its 1913 depression like a rocket.  Two important legislations were passed in 1914 that began to take hold.  First, the Clayton Act declared four specific monopolistic acts illegal.  (3)  These included price discrimination and acquisitions of competing companies.  Then the Federal Trade Commission Act of 1914 set up the FTC.  The effectiveness of the FTC in its early years is debatable; some historians say it only had an effect on false advertising.  (4)


The 1920s are the next period.  In the years leading up to the depression, there was a gradual shift in the public opinion of big business.  Middle-class Americans did not love big business, but they had decided they could live with it.  Unions continued to be against big business, but their agression decreased slightly near the end of the 20s.  It was the large companies that could offer group insurance and pension plans.  (1)


The Great Depression of the 1930s rocked America.  Some consider this the turning point where the Supreme Court accepted that both the federal government and the states should have considerable authority over corporations.  (4)  Congress made it difficult for companies to get injunctions against striking workers.  The New Deal and other moves by the government to pull America out of the depression were anti-business.  Business taxes were increased.  The place of the American corporation has not fundamentally changed since the 1930s.  (4)


It is easy to see that the development of big business has a spotted past.  The operation and regulation of corporations matured together, each influencing the other.  However, public policy toward big businesses continues to be a controversial subject, as it has always been.  Former Green Party presidential candidate Ralph Nader has long stood against big business.  Yet we still rely on big businesses for nearly all of our daily needs.  Regardless of whether large corporations are a positive or negative influence on our world, most would admit that the presence of big business in America is a permanent one.  Incorporation has a strong hold on our nation.
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