SECTION 6

ENTREPRENEURS AND
THE RISE OF BIG BUSINESS

entrepreneurs—men and women who risk money, effort, time—and even failure—
to create a new business they envision

“I take it that it is best for all to leave each man free to acquire property as fast as he can. Some will get wealthy.
I don’t believe in a law to prevent a man from getting rich; it would do more harm than good....When one
starts poor, as most do in the race of life, free society is such that he knows he can better his condition;
he knows that there is no fixed condition of labor for his whole life.”—Abraham Lincoln
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6-1 * FACTORS AFFECTING BIG BUSINESS

“Profits are to a business what oxygen is to your body. You can survive a few interruptions so long as they’re not too long.”
' —TJohn Scott

4 BUSINESS TERMS N

corporation—a business chartered by a state and owned by shareholders who buy stock in the business.

sharebolders—individuals who buy a share, or shares, of a company in return for stock certificates that entitle them to
dividends (their share of money from the company’s profits)

rebate—a discount on the regular charge for something

pool (also called cartel)—secret agreement among competitors to raise prices, then put profits in a pool and share them

monopoly—exclusive control of goods or services

trust—a combination of companies whose stock is controlled by a central board of trustees who
cut costs, control prices and production, and eliminate competition for the benefit of all the companies.

@ldz’ng company—a trust that acquires control of member corporations by exchanging its stock for theirs. /

_CORPORATIONS

“Big business” refers to a business organized on so large a scale that it needs capital (money) beyond the means of
a single owner (proprietorship), or a few joint owners (partnership) or a number of business associates (company).

In such case, a corporation is the best kind of organization. A corporation provides several advantages:

¢ increased capital from sale of stock to many investors

¢ limited liability for losses

¢ centralized control

¢ economies of scale: higher profits from increased volume, lower costs, less competition.
Corporations grew in number after the Civil War. They soon were overshadowed by bigger forms of organization:
trusts and holding companz'es pioneered by Gilded Age entrepreneurs.

THE PHILOSOPHY OF SOCIAL DARWIN ISM

DARWINISM—British naturalist CHARLES DARWIN (1809-1882)

I have called this

published in 1859 Origin of the Species by Means of Natural Selection, principle,

explaining how the vast variety of plant and animals species came about. by which each

Were they all created in six days as the Bible states in the book of Genesis? SIighT variation,

Darwin presented fossil evidence that species had evolved over millions is I;rzsszitle'd'

of years, the many from the few. How did this happen? Because of limited by the term

resources, he said, all organisms are in a competitive struggle for survival. Natural Selection.

Through a process of natural selection those best adapted to their environment CHARLES DARWIN

survive and pass on their advantageous genes to their offspring. Slow but constant
generational changes result in the evolution of new, improved species.

SOCIAL DARWINISM—HERBERT SPENCER (1820-1903), a British social philosopher, applied Darwin’s
ideas to human society. Spencer changed Darwin’s term “natural selection” to “survival of the fittest”
and concluded that successful people, such as corporate

PROFESSOR SUMNER,

entrepreneurs, are nature’s fictest. Government should not DON'T YOU BELIEVE IN
: : : ANY GOVERNMENT AID TO
regulate their businesses lest human progress be stifled. BUSINESS>

Yale professor William Graham Sumner and some
other Social Darwinists, including John D. Rockefeller,
carried Spencer’s ideas further to argue that

HerperT SpENcER  government should neither #id nor regulate business.
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