
L3: From Industrial Revolution to The Gilded Age:���
 The Rise of the Corporation���

The Shifting Size and Scope of the National Government���

Agenda���
Objective:���
To understand���
1.  The Industrial Revolution���
2.  How the Industrial Revolution gave way 

to the Gilded Age���
3.  The structure of corporations.���
4.  The central role of corporations in the 

Gilded Age.���
5.  What the Gilded Age is���
Schedule: ���
1.  Discussions & Lecture���
 
  

Homework:���
Unit Work���
•  Nothing for 

now…���
���
Thesis Work:���
•  Assign #9 

Draft Due: 
Fri 1/31 by 
2:30 for both 
classes!���

���



Where Are We in Our Story?���

•  Last class we described the size and scope 
of the American government from the 
founding to the mid 1800s?���

•  How did we describe it?���



Enter: The Industrial Revolution���

•  Into this landscapes comes a major 
economic shift in America: The Industrial 
Revolution!���



Understanding the “Revolutions” 
of the Industrial Revolution���

•  What is the Industrial Revolution?���
•  Five revolutionary changes produced as a 

result of the Industrial Revolution:���
– Market Revolution���
– Transportation Revolution���
– Labor Revolution���
– Wealth Revolution���
– Philosophical Revolution���



Market Revolution:���
What is it?���



Labor Revolution: What Is It?���



Wealth Revolution: What is It?���



Transportation Revolution: What Is It?���



Philosophical Revolution: What Is It?���

“Self-­‐Help”	
   “Thri/”	
  

“Social	
  
Darwinism”	
  

“Laissez-­‐
Faire”	
  



The Industrial Revolution Morphs Into A 
Gilded Age���

•  By 1870, the American economy 
was growing considerably into a 
national market providing mass 
produced products made in 
factories.���

•  But, most the ownership of 
these factories were still held as 
sole proprietorships.���
•  What is a sole proprietorship?���

•  Why is it difficult for a sole 
proprietorship to own run of 
these factories?���
–  Consider: Costs?, What happens 

if there is a loss?, Raising 
capital?  What happens if the 
owner retires or dies?���



How does the Industrial Revolution 
Morph into the Gilded Age?���

•  The problems associated with 
running a factory (or factories) 
under a sole proprietorship, give 
way to need to create a new 
business structure better 
matched to govern the needs of 
large, national, industrial 
enterprises.���

•  That business model: The 
Corporation���

•  It is the introduction of the 
corporation and its associated 
tensions that define the Gilded 
Age; that move us from the 
Industrial Revolution to the 
Gilded Age.���



Corporation���

•  What is it?  
What are its 
defining 
features?���



Corporation���
Ownership	
  &	
  Direc.on:	
  

Profits	
  Accrue	
  To:	
  

Losses	
  Incurred	
  To:	
  

Revenue	
  is	
  Raised	
  By:	
  

Life	
  of	
  the	
  Company:	
  



Corporation���
Ownership	
  &	
  Direc.on:	
   Share-­‐Holders;	
  in	
  propor=on	
  to	
  the	
  number	
  

of	
  shares	
  owned	
  

Profits	
  Accrue	
  To:	
   Share-­‐Holders;	
  in	
  propor=on	
  to	
  the	
  number	
  
of	
  shares	
  owned	
  

Losses	
  Incurred	
  To:	
   Share-­‐Holders;	
  losses	
  cannot	
  exceed	
  the	
  
amount	
  they	
  paid	
  for	
  their	
  share	
  (limited	
  
liability)	
  

Revenue	
  is	
  Raised	
  By:	
   Selling	
  Stock	
  

Life	
  of	
  the	
  Company:	
   Perpetuity	
  



Corporations���

•  Why is the creation of a corporation 
necessary in an industrializing, 
nationalizing economy?���



Structure of Corporations During 
The Gilded Age���

•  Corporations tended to be structure in 
one of three unique ways during the 
Gilded Age���

•  We will talk about three structures:���
– Horizontal Integration���
– Vertical Integration���
– Monopoly ���



Vertical Integration ���



Horizontal Integration���



Vertical and Horizontal Integration in the 
The Steel Industry: The Case of U.S. Steel���

Companies incorporated by U.S. Steel 
(vertical integration), as well as related 
industries absorbed by the company 

(horizontal integration).  



Monopoly���



Corporations and the Gilded Age���

•  The emergence of corporations start to 
change our story now…���

•  How is the existing size and scope of the 
U.S. Government going to become 
complicated by the presence of 
corporations?���
•  What new questions about the role of 

government are going to be asked?  ���



So What is The Gilded Age?���
•  Refers to the decades between 

the end of reconstruction and 
the turn of the century (about 
1870 to 1900). ���

•  Defining feature is the 
creation of the 
corporation and its 
consequences ���

•  Time in which the 
government made 
deliberate decisions about 
how and when to 
intervene (and when not 
to intervene) in economic, 
political, and personal life 
in new ways.���



The Gilded Age: ���
What is it?���

What makes it gilded?���


